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Abstract

Georgian Banking system and its role is one of the most important issue in the country’s
economy. Despite the fact, that the total number of commercial banks in the market is only
16, it should be mentioned, that only 2 commercial banks have leading positions in the
banking industry and their influence gradually increases on the Georgian economy. They are
not satisfied with banking activity and try to involve in non-banking industry. As a result,
small and medium businesses find themselves in an unfair competitive environment, which
causes negative effect on market economy development.

The aim of this report is to evaluate the role and influence of commercial banks on the
Georgian Economy and analyze the results on strengthening this sector during the long run.
Despite the positive changes, which have been implemented during last decades in banking
sector, some problems still exist, concerning non-banking activities, performed by
commercial banks. According to our research, non-banking activity is prohibited for
commercial banks only by the paper, which gives them ability to operate in secondary
industry through holdings. The research shows, that there are some artificial problems for
issuing business loans, in particular, small and medium business operators find it very
complicated to take a loan with acceptable conditions, which makes it difficult for them to

continue their business activity in unfair business environment.



For evaluating this case, we have reviewed the examples of Cyprus, Switzerland and
Azerbaijan, on based of which, it is possible to share their experience and in case of
necessity, accept it for the Georgian Reality. According to received information, it should be
mentioned, that Country’s economy highly depends on banking sector. Relevant bodies need
to conduct different activities towards commercial banks, which, as a result, will cause
competitive and non-monopolistic environment, faster development of small and medium
businesses and country’s market economy growth.

Basic terms: Commercial bank, non-banking sector, unfair competitive environment, business

loans.



