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previously been published.
3

The Caja Agraria is the largest agri
cultural credit institution in South America. It is involved in the
retail sale of agricultural inputs, manufacture and sale of fertilizer,
iQproved seed multiplication and sale, and many other endeavors in
addition to the norQal banking functions of checking accounts, savings
accounts, credit and international trar.sactions. The institutional
research in Colombia was concentrated on the Caja Agraria; its structure,
operations and efficiency. Because of the complex organization and
broad activities of the Caja Agraria, and with the limited time and
resources available, the institutional research was confined to the
agricultural credit and closely related activities of the Caja Agraria.

PROCEDURE

Three specific studies of Caja Agraria operations were conducted
during the period October, 1965 to June, 1966. A question~aire was
~~iled to Caja field inspectors. These men perform on-farm loan
investigations when such investigations ~re r,:quired for loan approval.
The purpose of the quectionnaire was to determine the inspectors' views
toward farmers' credit needs, the problems encountered in servicing
farner clients, ~nd as a source of information in determining the
efficiency of operations of Caja bra~ch offices. The questionnaire
was sent to 67 i~spectors located in 7 different areas throughout
Colombia. Forty-seven questionnaireG were completed and returned.

A loan processing study was conducted in the same branch offices
in which the surveyed field inspe~tors ~ere located. The pur-pOGe of
this study was to determine the time involvec in processing various
types of loans and th~ problems encountered in loan processing. Forty
questionn~ires were sent to each of six main Caja branch offices
(sucu~sales) and 20 questionnaires to each of 33 sub-branch offices
(a~cnciaG). The queztionnaires we~e to be completed for the fi"st L.O
loans (20 for agencias) that were processed in the branch offices after
receipt of the questionnaires. Of the 900 questionnaires sent out,
462 were completed and returned.

A study was also conducted of the cost of operations at the
ag~~cia level or the Caja Agraria o~erations. For this purpose,
balance sheets from the four agenci~l of Honda, ~briquita, Arrnero,

3£plombian Ag~icultural Credtt--1965: The Caia Agraria 1

INCORA and the BankinR System. AFe Research Publication 110,
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and Fresno were obtained for the 1965 fiscal year. '~hese four branches
are located in the northern part of the State of Tolima and are also
the branches that served the credit needs of the farmers interviewed
in the farm survey conducted by the Ohio State group. Data from the
field inspectors' questiop~aire and from the central office of the
Caja Agraria in Bogota were also utilized in this study.

OPERATIONS OF CAJA AG~~~rA BI~NCH BANKS

A basic question is whether an agricultural credit institution
can be charged with the responsibility of fostering development and yet
cover its cost of operation and achieve capital accumulation. In order
to provide some insights into this problem, estimates were made of costs
and revenue of Caja branch office operations, specifically with
reference to the cost of credit services.

The four branch offices which serviced the area surveyed in
the farm level study were selected for the cont of operationn ctudy.
These included t~e Caja Agraria branch b~nks in Honda, rillriquita,
Armero and Fresno. The complete inceme anu expense statement for 1965
was obtai~ed for 2ach branch. Data on volume of credit ehtended,
savi~gs accounts, checking accounts and retail sales were also
obtained. A questionnaire 'las ccspleted by the director of each of
the branches. This questionneire provided information 25 to nu~ber

of employees, average ti~e the director spent with each client,
average time field inspectors spent makinG loan evaluations, and
other background inforo~tion pertaining to the operations of the
branch.

Data describing the operations of the four br~nches in question
are sho~7n in Table 1.4 The estimated percent of total business in
credit was calculated by dividing total volune of new loans granted
by total volume of businc5s. 5 This calculation should be looked at
only ao a relative indicator of the importance of credit in the
operations of the branchen. The figure would vary dependin~ upon the
date on which the balance of savings ~ccounts and checking accounts
were tzken since these two figures are for a point in time (December
31, 1S65) and not total £leu for the year. Also no account is taken
of the volume of transactions in repay~ent of loans granted in previous
years.

4The income and expense statements frem which much of the
informaticn for the calculations in Table 1 were taken are shown
in Tables 2 and 3.

STotal volume of business is the sum of retail sales, savings
accounts, checking accounts and new loans.

I



TABLE 1

OPERATIONS Ol~ SELECTED CAJA AGRARIA BRANCH OF~'ICES

Dollars :;:

=====-=.============:=:,=-:;;:
Caja Branchs

~~~_~ ~_~_·_A_ru-:-r-~------l~-'-M-a-r-i-~-.-it-a---l~--H-o-n-~-~~··~~~eBno

536
$ 6 1 960,935
$ 12,987

$ 1,000,508
$ 565.066
$-1+35":41;2"

17
$10,315,863
$ 9'76,092

8 1 719
$ 1,874,338
$ 215

422
$ 1 1 382 , 8!f8
$ 3,277

206
$ 102,806
t; 499

$ 254,337
t_ ~72. 79Q
$... 18,453

11
$ 2,830,425
$ 28/. ,577

$ 120,884
$ 111

7.4%
$ 257,311
$ 12,797

4.5/'.

1,088
$ 1,624 1 530
$ l,493

57.4%

t. ,618
$ 738,935
$ 160

142
$ 182,383
$ 1,284

25.4X.

73,718
695
7.2'7.

290,209
30 1 162

5.0%

$
$

$
$

$ 263,548
$ 369,5]?,
$- 106,024

14
$ 4,062,923
$ 604,543

9,232
$ 2,324,908
$ 252

106
$ 1,030,666
$ 9,723

98
$ 73 ,343
$ 7'48

5,473
$ 1,Ol}0,957
$ 190

$ 112 1 642
$ 178,209
$-=--6'5:'567

7
$ 1,855,685
$ 264,959

213
$ 476 1 426
$ 2,237

25.7%

$ 38,919
$ 183

8. 2'7~

$ 265,097
$ 14,276

5.77.

67.2%,

253)867
L.74
3.6'7.

606,815
48,625

5.0%

$
$

$
$

Total inc.~ome

Total expense
ProH. t or loss

Total number of employees
Total volume of business
Retail sales
Saving accounts (December 31, 1965)

Number
Amount
Average rd.ze

Checking accounts (Decelnbet' 31, 1965)
Number
Amount
Average size

New loans (July 196/f"July 1965)
Nunbcr
Amount
Average size

Estimated percent ofbtotal
business in credit

Estimated expenses attributable
to credit operations C

Average cost/net·] loan serviced
Average cost/peso loaned
Volume of business/employee
Commission on retail sales
Percent commission on retail sales-_...._-_._.~--------_._ .._._-------_._-_...__..._---"'"---------------_._--bAll data for 1965 unless othofvl1se indicut(-~d.

Estimate of use of fa~ilities by credit section basad upon volume of business.
C Estimate based 1.n part on an allocation using pe~ccnt indicated unde:;:- lib" llbo~/r>.
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TABLE 2

INCOME STATEliEt~--1965:

SELECTED CAlA BaP-NCR OFFICES

(in pesos)

Income
Caja Branch Office

Armero I Honda IMariquita I Fresno
I

Interest from loan
portfolio 902,674 157,953 5C)072 222,96::

Field inspection fees 5,303 1,305 763 1,520

CO!tmissions 16,169 18,19& 2,563 1,632

Co~missions received by
credit section 842 436 1,103 407

COT!imissions frotI!. retail
sales 46.625 30,162 14,276 12.797

Title $('.!.rch fees 135 50 85

Income from freight
charges 2,287 1,388 616 731

Rent received 21,600 13 ,800

Miscellaneous 2,323 525 278 379

Internal interest
received/Central Office 53,234 34,690

Returns on fringe
b.2nefit funds 537 257 215

Interest received by
savings section 63 18

Inactive savings accounts
reverting to Caja 13 43

11,000,513 1263,549 I 112,644 1 254,338



6

TABLE 3

&~ENSE STATEMENT--1965:
SELECTED CAJA BR&~CH OFFICES

(in pesos)

Caja Branch Office
Expense

Salaries and wages
Travel--field inspectors
General transpo=tation
Loan co~ittee expense
Rent
Water, light, telephone
C~bles. telegr~ms. and

postage
Office supplies
Medical expense

for eo.p loyees
Repatrs
Fringe benefits for

employee:::
Reserves for bad

debts
Repacking, refilling
Internal interest paid

to Central Office
Interest paid on

savings accocnts
Publication

subscriptions
Miscellanecu~ costs
Social security payments
Building maintena~ce

Other travel er.penses

1

Armere

183,463
3,700

340
1,550

21,600
1,973

4,999
8,405

6,57/;.
1,020

131,213

12,2%
422

107,330

59,984

10
4,538

15,403
240

565,060

Honda

127,797
2,438

462
760

23,133
3,615

5,604
5,926

22,039
3,115

91,088

112

76,206

21
5,187

15

1369 ,579

I1ariquita

67,363
2,575

720
5,200
1,007

2,178
2,152

12,431

48,523

732
60

34,175

1,096

178,212

Fresno

98,499
7,150

65
1,070

13 ,800
1,487

2,786
5,931

3,209

71,821

2,234
73

41,297

20,208

50
1,832

1,107
120

272,789
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Realizing that the resulting figures in Table 1 for estimated
percent of total bu~iness in credit, estimated expenses attributed to
credit operations, average cost per new loan serviced, and average
cost per peso loaned may not be correct in absolute terms because
some data used in the calculations were for a point in time and some
data were for the total ycarls operation, the resulting calculations
do give relative data which can be used in comparing the operations cf
the different branches. Separation of the various functions of the
branch bank operations aas virtually impocsible, as was allocation of
expenses and personnel time to the various functions since the employees
in the branches perform more than one function and the time spent on
various functions depends upon current demand for services. Also, the
cost figures represent only the costs cf operations of the individual
branch in question and do not include cost of services performed by
the Central Office (Bogota) of the Caja Agraria. The cost figures in
T~ble 1, therefore, do not represent total costs but only estimated
costs incurred at the branch level.

COST OF CREDIT SERVICES

The largest single expense item in the branches was salaries
and employee fringe benefits. It would appear from the data and
obse~vations within the branch offices the~selves that~ through
nece8sity, personnel were underemployed and that costs of operations
were greatly influenced by volume of business. For examples a full
time tel1~r is required during office hours even though the volume
of savings and checking transactions are sm~ll. Also, the number of
employees io geared to maximum voluoe of business but the flew of
tran£~ctions, including credit business~ is cyclical. The volume of
credit business is large at the beginning of each six month peried
when loan funds are available~ and decreases gre8tly at the en1 of
each six month period as the branches exhaust their loanable funds.

Of the four branches in question, only Armero showed a profit
in 1965 and of the other three branches, Fresno showed the smallest
operating loss. There appears to be a direct correlation beoveen
pr~fit or tesn and the volume of credit business of the branch. The
~stimated percent of total business in credit was 67.2% in Armero and
57.4% in Fresno in 1965. Armero showed a profit and Fresno only a
small loss. This is contrasted to the Mariquita and Honda offices,
both with an estimated 25% of their total business in credit and both
shewing large lesses. Fresno, even though it has a relatively large
volume of credit basiness, h~s a large number of small loans in its
portfolio, m~ny of which are cattle loans and farm purch~se or rural
housing loans (Table 4) which require more extensive loan application
evaluation and field inspection. The cost of these types of loans is
thus larger than short-term crop loans ~nd, since many are small
loans, the co, .~ is not always covered by the interest pa}~ents.

d



llUMBER O~' LOANSa E:<TImOED FOR VARIOUS PUlU'OSES IN FOUR CMA AGRARIA
BaANCH OFFICES ACCCI:DING TO rERM OF LOAN

-- ... -
l.:mero Me.uiqui to Fresno Honda

-~~ S M L sT~ S M L

A
Purpose of Loan

------'-~

===- - =-==;==

Crop 140 2 0 03 12 0 295 83 1 8 0 0
Buildings. equipment,

improvements 2 20 0 I, 7 0 3 4 0 0 2 0
Cattle 2 74 0 0 44 0 4 201 0 1 10 0
ether livestock 12 0 0 10 2 0 19 0 0 7 0 0
Liventock buildings,

equipment, pasture
improvements 9 7 0 0 0 0 9 8 0 0 4 0

Farm purchase 0 0 7 0 1 6 10 45 0 0 5
Rural houainc 0 6 15 I, 0 5 17 27 50 0 1 2
Rural industry 13 6 0 1 0 0 5 0 0 1 0 0
Other 6 4 0 0 0 1 1 2 1 3 1 0

Suboototal 184 118 22 105 67 12 354 342 97 19 26 8

Total 325 184 793 53

a. Number of loans outstanding ae of June 30, 1965.

S • nhort term (tiP to 1 yetlr)
M~ Medium term (1 to 5 years)
L = Long term (5 years or more)
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The average cost ~er peso loaned in the Armero office was estinated
to be 3.6 percent and in the other three offices bet~een 7 and 8 percent.
The fixed cost of processing a loan is not a great deal higher for larf,e
loans than for small loans, yet the large loans will return much more in
absolute interest payments. The average size loan in the Armero office
was larger than in the other offices and thus the average cost per peso
loaned was considerably less. The Honda office extended fairly large
loans, but few of them.. Thus) there was a ccmparattvely small vQlume
of credit business to absorb the overhead costs of extending loan~.

There is also some question as to the size of loan which should
be granted. As a further indication of the cost of processing a loan,
the average salary and expenses of Caja Agraria Agency directors and
field inspectors is sh~ln in Table 4. The average per hour cost of the
services of t:le directors was 21.45 pesos and for the field inspectors
wes 11.36 pesos (Table 5). The directors indicated that they spent an
average of one hour on each loan application and that the field inspectors
spent an average of five hours on e~ch npplication ~here an on-farm
evaluation was necessary. The per loan cost for only the services of
the director and field inspector was esti~ated to be 78.25 pesos
(Table 6). At an interest rate of 8 percent, a 1000 pesos loan would
return 80 pesos annually. The 2.75 pesos spread between ~ersonnel

expense and interest payments would not be 5ufficient to cover the
other costs involved in extending the loan. Of the 462 Caja Agraria
loans studied in the loan processing study, 20 percent were loans of
1000 pesos or less. Even if a field evaluation is not reqUired, it is
questionable if the interest pByme~ts on extremely small loans are
sufficient to cover the branch office costs of extending the loan.

TABLE 5

AVERAGE SALARY AND EXPENSES OF SELECTED CPJA AGENCY
DIRECTORS k~D FIELD INSPECTORS

=================::;:=::================.:;=.::::============

Average

Salarya
Expenses8

Fringe benefitsa

M d ' ~ a
1:2 ~cn.1. expenses

Total

Per hour (l~ ~yeeks-

44 hour week)

Director fer Month

(pesos)

2082

1499
194

3775

2L45

Field Inspector
Per Hanth

(pesos)

827
500
595

77

1999

11.36

a Average of four agencies: Armero, M3riquita, Honda and Fresno.
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TABLE 6

AVERAGE COST PER LOAN FOR SERVICES OF DIRECTOR
AND FIELD INSPECTOR ONLY

Average time director spends on each application
cost = 1 hour x $21.45/hour

Avefag~ tine field inspector spends on each
f2'~m inspection

cost = 5 hours x $11.36!hour

Total cost of director's and in~pe~tor1s time

MAINTENANCE \Yi~' SAVDIGS ACCOLmTS

1 hour
$21.45

5 hours
$56.80

$78.25

Another pot~ntial 3G~rCe of loss in the branch offices is the
maintenance of savings acconntr.:. T: "~ average size savings account
in the four bran~hes studi[~ wJ5 204 p2Sos in 1965. The Caja Agraria
pays 4 percent interest on savia~s accounts. If all of the savings
funds were in turp loaned O'il:) which they are not) at 8 percent
interest) the 2C4 pesos would return abQut 16 pesos, 8 of which would
be paid to the depositor. This ~ould leave only 8 pesos (about $.50
U.S. at 1966 rates of exchang~) to cover the cost of maintaining the
savings account and servicing ~)~ :0an. The potential loss is ev~n

greater wheu one considers tte size distribution of the savings accounts
(Table 7). In 1960, 85.6 percent cf the savings accounts of the Caja
Agraria were 100 P~FOS or smaller and 13.2 percent of the savings accounts
were 2 pesos or scalIer. ;t does not seem possible for the return
from accounts of this size to cover the COGt of maintaining such emaIl
accounts. These comments a~e not meant to imply that providing
savings service is not beneficial to both the Caja Agraria and to the
depositor but rather that some lower limit should be placed on the
size of the savings accounts and that savings should be stimulated in
order to increase the ~verage size of ~avings accounts. One problem
is the requireoent th~t borrowers must fficintain an account with the
Caja Agraria with no stipulation being made as to the size of the
account. ~Any borrowers, including large borrowers who could maintain
larger accounts, deposit only token amounts in a savings account in
order to qualify for credit. The requirement should either be elimi
nated or made more definite by requiring that a percentage of the value
of tl~e lORn be maintained in an account. This would assist in increasing
the average size of savings accounts and also serve as an educational
tool to demonstrate to rural people the value of savings.



11

TABLE 7

SAVINGS ACCOUNTS AS OF DECEMBER 31, 1960

CAJA AGRARIA3

Size of
Accounts

(in Pesos)

.05

.05-2.0
2-100
100.01-500
500.01-1000
IOCO.Oi-SOOO
5000.01-7500
7500.01-10,000
More than

10,000

Number
of

Accounts

67,391
194,221

1,440,689
158,382
48,774
65,145
6,870
3,137

4,848

Percent

3.4
9.8

72.4
8.0
2.3
3.3
0.34
0.16

0.24

Value of
Accounts

(000 Pesos)

28
193

24,509
33,230
32,443

129,279
40.09!+
26,964

66,729

Percent

.01

.06
6.9
9.4
9.2

36.6
11. 3

7.6

18.9

a rata from special report by Dr. Antonio Franco, ~esea~ch D~Pt'l

Caja de Credito Agrario, Industrial y ~unero, 1961.

REi'1AR..KS ON E~ANCH OPERc';TIONS

The results of this study would indicate that the high cost of
operations of the branch banks may be due to b~o basic factors: a
lack of loanable fur-ds and an attempt to service the credit needs of
extremely s~all borrowers. There is a minimum overhead in each branch
office.

The branches do not have sufficient loanable funds to meet the
deillaud in their area, thus fewer loans are extended resulting in a
high cost per loan granted. If at all possible, the ~mount of loanable
fur-ds allocated to each branch office should be increased. The
existing personnel should be able to handle the larger volume of
business.

Because of distance and trancportation difficulties, on-tha-farm
evaluations are time consuming and costly, particularly where small
loans are involved. One possible course of action would be to esta
blish a minimum size of loan, with that minimum sat sufficiently high
for the loan to generate sufficient income to cover the cost of loan
servicing, including necessary on-farm inspections and evaluations. If
the policies of the credit institution dictate that small loans be
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serviced, then two courses of action may be open to the institution.
They can either reduce servicing costs by eliminating on-farm
evaluations and assume the reslliting risk or losses or be compensated
from public sources for the cost of small loan servicing.

There is a cost involved in servicing a savings account. A
large number of extremely small savings accounts are maintained by the
Caja Agraria. It would seem advisable to place some minimum on the
size of a savings account so that the returns from the investment of
these funds would more nearly cover the cost of maintaining the
account.

LOAN PROCESSING STtIDY

Information was obtained pertaining to 462 individual loans
procesr.ed through various Caja Agraria offices throughout Colombia.
These represented a random sample of loan applications received during
the period Dece~ber 1, 1965 through March 1, 1966. The main interest
~as in the time required for loan apprOval and the influence of type
of security and class of clicntel on the length of time required to
process a loan application.

The clientel of the Caja Agraria were divided into two classes:
new clients, or borrowers who had no previous credit history with the
Caja Agraria; and established clients, or bcrrowers who had received
cne or sore previous louns from the Caja A8raria. In the loan processing
study, 90 percent of the sample of loan Gpplications for which
questionnaires were returned were applications from established
borrowers and 11 percent were applications from new borrowers
(Table 8). Table 8 also shews the relationship between class of
client and number of days between loan application and final action
on the loan. As would be expected, loan applications from established
borrowers were approved considerably faster thon loan applic~tion3

from new borrowers. This can be partially exp13ined by the fact that
the Caja A3raria often maintains a higher degree of control of new
clients by requiring the borrower to pledge specific assets, s~ch as
real estate or livestock, as security for his loan. A higher percent
of ne.l borrowers used livestock and co-signers as security for their
lo~ns than did established borrow~rs and a 1~7cr percent of the new
borrowers cbtaincd loans on the basis of personal notes than did
established borr~,7ers (Table 9).

A field in~pection is ge~crally required for all loans to new
clients and credit checks made on new clienta and co-signers when
used. The more thorough evaluation of new clients and of the security
he presents all tend to increase the time between loan application
and loan approval.
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TABLE 8

N~ER OF DLYS BE'I\F-:EN LOM~ AP?LICATION AND
FINAL ACTION ON THE LOI-.N, Cf,SA AGR..4.RIA,

BY CLASS OF CLIENT

Days Between Cla~s of Client
Application Total

and Ne,., Established
Final Actiona Client Client

INumber IPercent Nurrber l.-:.ercent I t';urnber ! Percent

Sa~e d3Y 21 44.7 239 75.5 260 63.1

1 0 0.0 35 9.6 35 8.5

2~-+ 1 2.1 17 4.7 18 4.3

5-7 1 2.1 23 0.3 24 5.8

8-10 7 14.9 6 1.6 13 3.2

11-30 11 23.4 27 7.4 38 9.2

31-90 4 8.5 8 2.2 12 2.9

l10re than 90 2 4.3 10 2.7 12 2.9

Total 47 11.0 365 89.0 412 100.0

a
Actual number of days.
or holidays.

No allo~ancc made for ~eekends

NG information: 50.
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TABLE 9

SECURITY GIVEN BY ESTABLISHED AND NEW CLIENTS:
SAMPLE OF CAJA AGRARIA BORROWERS

Total 48 11.0 390 89.0 438 100.0

No informntion: 24.

The data in Table 9 shmq a higher percent of established
borrowers used real estate mortgage for security than do new borrowers.
However, an open-mortgage is commonly used as security by established
borrowers. Tnese epen-mortgages are used much like a line-ai-credit
and the title search, field inspection and other credit evaluation3
are only carried out for the first loan a?plication against this
open-mortgage. Subsequent loans are approved rapidly. This is shown
in Table 9 in that 33 of the 51 loan applications for which a real
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estate mortgage served as the security were approved the same day as
the application was received. ~~ny of these 33 loans were made against
open-mortgages. These loans were general short-term production loans
and not loans for the purchase of real estate.

Once a client has established a good credit history with the
Caja Agr4ria, many of his loans can be secured by only a personal note
and the application processed rapidly. The data showing the number
of days between loan applications and final action includes weekends
and holidays. If only work days are considered, the time required for
loan processing by the Caja Agraria is ~ell within reason. Only when
special problems arise does the loan processing procedure become lengthy.
These data would indicate that, in the absence of any difficulties, the
loan processing procedure of the Caja Agraria should cause no delays in
borrowers obtaining credit particularly if a reasonable lead time is
allowed in ~aking his loan application. The percentage distriblltion
of the data shown in Table 10 is presented in Tables 11 and 12.

TABLE 10

TYPE OF LOAN SECURITY AND NU~illER OF DAYS BETwEEN
LOriN APPLICATION A~~D FINAL ACTION OH A SANPLE OF

CAJA AGRARIA LOANS: NltY...EER OF LOANS

I Days Between App lica tion and Final Actiona
!

of
I J More

, Total
Type Same I ;

Security I Day I 1 2-4 l 5-7 8-10 11-30 31-90 I Than

I I . I I 90 j
!

Real estat~

mortgageb 33 6 1 0 2 4 3 2 51
Crcp 44 4 4 4 6 17 7 1 87
Livestock 6 2 0 1 2 10 1 8 30
Personal note 182 22 14 10 1 7 1 1 238
~fachinery and

equipment 0 0 0 1 0 2 0 0 3
Co-signer 3 5 3 7 ~ 1 0 0 22..J

Combination 0 0 0 1 0 0 0 0 1

Total 268 139 22 24 14 41 12 12 432

a Ar;tual number of days. No Allowance made for vleekends or holidays.
b Includes open-mortgage.

No informatio~: 30.
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Regardless of how efficiently a credit institution may be operating
further improvements are always desirable. One area in which many Latin
American credit instuticns fall short in loan processing is in the paper
work involved. A considerable amount of the basic information included
in the loan application is repeated in subsequent forms used in credit
evaluations. field inspections and inter-office reports. It is the
opinion of the authors that the various instruments used in processing
a loan could be simplified. thus allowing more efficient loan processing
and less personnel time involved in the mechanics of loan processing yet
more time for the critical job of loan evaluation without decreasing
the desired degree of control.

TABLE 11

TYPE OF LOAN SECURITY AND NUMBER OF DAYS BETIiEEN
LOAN APPLICATION AND FINAL ACTION ON A SA}~LE OF

CAJA AGRARIA LOANS: PERCENT OF LOANS BY TYPE OF SECURITY

Days Between Application and Final Actiona

Type of I ~ore

Security Same 1 2-4 5-7 8-10 11-30 31-90 !hsn
Day 90

% % % % % % % %

Real estate
mortgageb 12.3 15.4 4.5 0.0 14.3 9.8 25.0 16.7

Crop 16.4 10.2 18.2 16.7 42.9 41.5 58.3 8.3
Livestock 2.2 5.1 0.0 4.2 14.3 24.4 8.3 66.6
Personal note 67.9 56.4 63.6 41.7 7.1 17 .1 8.3 8.3
Machinery and

equipment 0.0 0.0 0.0 4.2 0.0 4.9 0.0 0.0
Co-signer 1.1 12.8 13.6 29.2 21.4 2.4 0.0 0.0
Combination 0.0 0.0 0.0 4.2 0.0 0.0 0.0 0.0

! r I
,

1100.0 1100.0
IITotal 1100.0 1100.0 1100.0 1

100
•
0 100.0 i 100.0

I I , I I, j
! ,

a Actual number of days. No allowance made for weekends or

b
holidays.
Includes open-mortgage.
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TABLE 12

TYPE OF LOAN SECURITY AND KUMBER OF DAYS BETVlEEN LOAN APPLICATION AND
FINAL ACTION ON A SA1~LE OF CAJA AGRARIA LOANS:

PERCENT OF LOANS BY DAYS BETWEEN APPLICATION iL~D FINAL ACTION

Days Between Application and Final Action
a

Type of Same
11 18-10

( i More I
Security Day 2-4 5-7 11-30 131- 90 IThan ITotalI ~ I

I I I 90
% % % % % "I, % % %

Re:~r~;::~5 64.7 11.8 1.9 0.0 3.9 7.8 5.9 3.9 100.0
Crop 50.6 4.6 4.6 4.6 6.9 19.5 8.0 ' 1 100.0.J.._
Livestock 20.0 6.7 0.0 3.3 6.7 33.3 3.3 26.7 100.0
Personnl note 76.5 9.2 5.9 4.2 0.4 2.9 0.4 o I. 100.0.....
Machinery and

equipr:lent 0.0 0.0 0.0 33.3 0.0 66.6 0.0 0.0 100.0
Co-signer 13.6 22.7 13.6 31.8 13.6 4 ::; 0.0 0.0 100.0'J

Combination 0.0 0.0 0.0 100.0 0.0 0.0 0.0 0.0 100.0

a Actual number of days. No allowance made for \veekends or

b holidays.
Includes open-mortgage.

One of the Qost important outcomes of this study of the operations
of the C<lja Agraria milY be to point cut some of the various functions
performed by the Caja Agraria which m~y be useful witnin tre structure
of agricultural credit institutions in other countries.

THE DISJ.:RI:SUTICN OF LD1ITED lO~\NAP.LE FUNDS

Three basic factors are considered by the Caja Agraria in
allocating their pool of loanable funds:

1. the amount of funds available,
2. the de~nd for agric~ltural credit, and
3. Control of the investment of credi.t by the borrower.

Because of the scarcity of capital in the face of a constant deman0
for credit, a system of priorities h3S been established. The Caja
Agraria attempts to meet the demar-a for credit and at the same time

) .zt
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carries out its objectives as a development institution. A var~e~y of
factors are taken into account in determining the priorities for allcting
loanable funds. These are:

1. Croppine patterns in the verious regions of the country.
2. Supply and demand of primary products for direct consumption.
3. Industrial needs for raw materials.
4. Agricultural development in colonization projects.
5. Development of export products.
6. Needed ~upport for improvements in rural living.
7. Encouragement of small and meuium industry in rural areas.
8. Development of national agricultural production.
9. Government development project~.

10. Capital ne~ds of projects and enterprises, which are not
attractive to private investors but whose development is
in the public intercst o

11. Den~nd for agricultural credit ns expressed by the
Directors of the Caja Agraria branch offi~es. Each six
months, the Directors estimste, by purpose of loan, the
funds needed to satisfy the demand in his area (Table 13).

Information has been assembled by the Research Department of
the Caja Agrari~ as to the growing conditions (rainfall, tcnperature,
soi.1 structure, etc.) for the v~!'ious regions uithin Colombia and
determinations m~de as to the best cro~s to grow in these regions
~nd at what tirn~ of year they should be planted. An atte~pt is then
made to correlate the allocation of loanable funds with the credit
needs of each region in the country. The time of planting and
harve~ting varies, e~en for the same crop, in different regions of
Colombia and funds are alloted to Caja Agraria offices in these regions
to correspond to the needs during these r.redit use periods. For
e~2mple, sesame does not do well ia northern Tolima during the first
si:-: months of the year. Therefore, no funds are alloted to Caja
Agr3ria offices in this area for production loans for sesame during
the fi::-st six months of the year, and i.I a farmer does apply for a
loan to finance the production of ses~me during this period. his
loan is refused. There is, thus a degree of built-in technical
supervision in the distribution of loan funds to be used for
agricultural production.

Through a consideration of both far~ level and national level
needs, the Caja Agr3ria attempts to equitably utilize its limited
resources for the d~velopment of both individual farmers and the
national 6o~ial, political, and econo~ic development.

-
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TABLE 13

VOL'L"ME OF LOANABLE Ft.!NDS REQULSTED BY Cl)JA DIRECTORS A:m
VOLU11E OF LOANABLE ru~DS ASSIGNED TO DIRECTORS, BY SEtffiSTERSa

Total Country

Semecter

10. - 1965
20. - 1965
10. - 1966

Armero

10. - 1965
20. - 1965
10. - 1966

Fre!';~o

10. - 1965
20. - 1965
10. - 1966

Eonc.a

10. - 1965
20. - 1965
10. - 1966

Mariguita

10. - 1965
20. - 1955
10. - 1966

Funds Requestzd
(pes03)

799,328,000
869,900,00a

1,001,097,000

4,420,000
2,8)1,000
3,700,000

725,000
563,000

1,465,000

999,000
1,045,000

931,000

471,000
392 ,000
493,000

Fund3 Assigned
(pesos)

431,500,000
407,680,000
549,000,000

1,946,000
1,705,000
1,914,600

440,600
345,000
653,000

523,000
485,000
480,000

283,000
190,000
266,000

Assigned
Requested
Percent

54
47
55

44
58
52

61
61
44

S3
46
51

60
48
54

a Ordinary credit cnly. Does not include development loans.

Source: Data from Dept. de Investigaciones Economicas, Caja de
Credito Agrario~ Industrial y Minero.
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OTHER FUNCTIONS OF Trill CAJ~~ AGRARIA

Many of the agricultural credit institutions in Latin America
do not accept savings deposits. Savings can be an important source of
loanable funds. A large share of the savings deposits of commercial
banks are channel~d into the industrial sector of an economy. The
Caja Agraria is the largest depository for s~vings in Colombia,
accounting for over 50 percent of Coloobia's total volume of savings
(Table 14). A large share of these deposits are received in the urban
branches of the Caja Agraria. A part of these funds are in turn
channeled into the agricultural sector of the economy. Agricultural
credit institutions in other developing countries mny well want to
consider the acceptance of savings deposits as another source of
resource for carrying out their agricultural development objectives.

TABLE 14

SAVINGS ACCCU1~TS IN COLOl1BIA

(Cetober 31, 1964)

Caja Colo~biana de Ahorros
Other en!: 5. ties

Total

Pesos

$ 710,888,683
523 , 87{~, 000

$1,234,762,000

Percent

57.6
42.4

100.0

(October 31, 1965)

Pesos P0rcent

Caja Colombiana de Ahorros
Other entities

Total

$ 745,315,000
580,770,000

$1,326,035,000

56.2
43.8

100.0
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The branch cffic~s of the C3J3 Agra~ia maintain a retail outlet
for agricultural inputs. This too may be a service which other agri
cultural credit institutions may want to con3ider as a part of their
st~ucturc. In some rural ccremunities in which agricultural credit
institution branches are located, the availability of certain agri
cultural inputs is lioited and, if available, prices are often high.
Improved seed t:l~y be an ex,lmple of the type of input. in quos tion.
Providing the£e scarce resources at reasonable prices could prove to
oe a re.:al service to farmer~ in relati"JeIy isola ted areas. this should
be com::i.dered as a secondnry function of a credit institution and such
activities should be eliminated when alternative sources of the scarce
resources becoce available at reasonabie prices. The Caja Agraria
may be extending this service past the necessary point for many
branch offices stock items whici~ are available on the local m,:;.rket
at reasonable prices. The cost of maintaini3g these invencories
may not be justified.
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