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Abstract

In the contemporary world, digital technologies and artificial intelligence are increasingly
utilized across various industries. Their rapid advancement has led to a significant
transformation of numerous sectors, including financial service institutions, particularly
commercial banks, which have undergone substantial changes in recent years. Leading
banking institutions worldwide are increasingly adopting artificial intelligence capabilities in
areas such as customer credit assessment, fraud detection, automation and improvement of
customer service, risk management, and other critical functions to effectively adapt to a rapidly
changing environment and maintain their competitive advantage.

In developing markets, where the level of digital infrastructure development remains
significantly behind that of developed economies, numerous financial institutions have
demonstrated that the implementation of artificial intelligence is possible even under
conditions of limited resources and less favorable environments. From this perspective, the
Georgian banking sector represents one of the most notable examples of successful digital
transformation among developing economies.

The present study examines the association between artificial intelligence and digital
technology-driven transformation and the financial performance of banks in the Georgian
banking sector during the period of 2019-2024. The research includes four Georgian
commercial banks: Bank of Georgia and TBC Bank as leading institutions in terms of artificial
intelligence adoption, and Liberty Bank and ProCredit Bank as benchmark institutions for
comparative analysis. The data used in this research were collected from the banks’ official
annual reports and the statistical publications of the National Bank of Georgia. Furthermore,
the findings of a questionnaire completed by professionals working in the Georgian banking
sector are included as supporting evidence.

The findings of the study indicate that the integration of artificial intelligence within the two
leading Georgian banks progressed through three major stages: the initial foundation phase
(2019-2020), the development phase (2021-2022), and the final implementation and maturity

phase (2023-2024). This framework clearly illustrates how digital technologies began to
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emerge in Georgian banks, how the role of artificial intelligence gradually expanded, the stages
through which its development and implementation progressed, and ultimately how these
technologies became integrated into everyday banking services. During this period, Bank of
Georgia’s average return on average equity (ROAE) increased from 27.0% to 33.5%, the cost-
to-income ratio decreased from 37.2% to 29.0%, while net profit almost tripled.

This research contributes to the expansion of the existing academic literature on artificial
intelligence and banking efficiency within the context of developing economies. It also
provides practical implications for bank management, regulatory authorities, and public
policymakers. Moreover, the study offers valuable insights for financial institutions that have
not yet fully adopted modern technologies and artificial intelligence to enhance the efficiency

of their daily operations.
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