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Rezume. Currently, the need for active introduction of financial innovations is
dictated by a number of objective factors:

e  The transition from an extensive model of banking system development to
an intensive development model, which is reflected in both the quality of the
banks themselves and the quality of the products offered.

e  Strengthening banking competition and changing the priorities of its
methods. Currently, the key to success for most banks is product differentiation,
one of the means of which is to introduce innovation.

e  Financial globalization, which is reflected in the inflow of foreign banking
capital, which requires the competitiveness of individual banks, the banking
system as a whole and this increases interdependence in the global financial
market. According to the Bank of Georgia , the share of financial credit
organizations with the participation of foreign capital increases by 4.5 % in the
first quarter of 2008 and as of November 1,2014 amounted to 22% of the total
number of credit organizations.

e  The growth of the financial culture of the society, which is reflected in
the increase of public interest in financial products and services and raising
awareness of the need for financial innovation. The volume of online banking
transactions of individuals through the internet increased by 35.3%, while mobile

applications increased by 60%;
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e  The shift in meeting the need of the population, led by the commercial
bank and the pyramid of goals of non-bank credit organizations, requires the
introduction of new banking products and new service technologies.

However, not only banks are currently the initiators of the introduction of
financial innovations. The modern stage of development is characterized by a
significant increase in the role of non-bank credit organizations (Their share in
2018 increased by 4.2% compared to 2008 and as of November 1,2018 — 91
organizations.) that are actively involved in the introduction of financial
innovation.

The growing expansion of non-bank credit organizations, which are full-
fledged participants in the banking sector, is offering identical products and
services to commercial banks, not only to improve the quality of services and
products offered, but also to develop new services.

Raising public awareness about the important role of non-bank credit
organizations is reflected in the fact that since September 2013, they have been
involved in the jurisdiction of the Central Bank of Georgia as a regulator. Thus,
non-bank credit organizations have become part of the banking system not only de
facto but also de jure.

All of this leads to the need for in-depth and comprehensive study of financial
innovation, which includes the development of theoretical, methodological and
applied issues, the study of development issues and in-depth analysis of both
banking and non-banking credit organizations.

Key Words: Financial efficiency, Commercial banks, Financial innovations,

Banking system, Economic efficiency, Social efficiency.
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