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ABSTRACT

It is generally true that every entity is doing the same, that is, from ideas, subassemblies, raw materials,
information and financial resources, with the participation of human capital, they create value in the form of
a product or service for the final consumer. However, there is an essential difference between organisations in
how they achieve this. What kind of financial structure, what quality and quantity of raw materials, what
human capital they use, and what kind of other organisations they cooperate with. Consequently, the difference
lies in the applied financial model, i.e. in the fundamental logic and the strategic elements of value creation
and valne acquisition in the value chain. The Sharing Economy Model only appeared a few years ago, yet,
there is already a lot of money and bhuman workforce in this area, which demonstrates the success of companies
using that structure. Despite the fact that the anthorities look suspiciously at Sharing Economy, it seems to
be staying with us in the next few decades. Therefore, it is worth considering how it can restructure power
relationships between companies and governments, employers and employees, banks and their customers.
Banks are looking at peer-to-peer landing companies that lend money by eliminating traditional financial
institutions with distrust. They do so for a reason: it is enough to take a look at the exponential growth in
turnover figures. This study aims at presenting the new transaction platforms in the chosen sector by analysing
the competitiveness of domestic banks (Trirdezi, 2016), as well as placing the model in the well-known
theoretical frameworfk of economics.

INTRODUCTION

It can basically be stated that every entity is doing the same, that is, from ideas, subassem-
blies, raw materials, information and financial resources(Katits,1998), with the participation
of human capital, they create value in the form of a product or service for the final consumer
(Csath, 2010). However, there is an essential difference between organisations in how they
achieve this. What kind of financial structure, what quality and quantity of raw materials,
what human capital they use, and what kind of other organisations they cooperate with. Thus
it can be said, the difference lies in the applied financial model, i.e. in the fundamental logic
and the strategic elements of value creation and value acquisition in a value chain. It is only
worth talking about a business model given the knowledge of organisational objectives —
customer expectations —, however, a successful business model requires a creative business
idea that is not easy to come up with. A business model can be built up based on the basic
idea and objectives. Rapid change and the global interdependence of national economies
significantly enhance uncertainties for companies in business. To adapt flexibly to rapid
changes, learning is inevitable. All the more so as the production process is mostly intellec-
tual production, that is knowledge production. Knowledge production can be divided into
two phases: creating new knowledge, which is manifested in innovation, and acquiring the
new knowledge created by others, that is learning (Hamori, 2013; Katits, 2002). However, it
should be noted that a business model can only be interpreted on the basis of the internal




environment (Demeter, 2010), thus, it does not deal with the market, competition, compet-
itors and changing economic and legal conditions. Therefore, it is not sufficient to interpret
the business model. In today’s globalised and rapidly changing environment internationally
operating businesses need to develop new business models. This is not only a requirement
because of the novel opportunities in the current world financial system, but also because of
the restructuring supply chain systems (Katits, 2015). Hence, we need to introduce business
model innovation, which means the reorganisation and the renewal of the whole business,
and constant adaptation to the environment. Sharing economy is such a novel innovative
business model. Its detailed description can be found in the section below.

SHARING ECONOMY - COLLABORATIVE ECONOMY BASED ON SHARING

Technological advancement and increasing internet usage bring about significant change in
our everyday lives. Broadband internet helps match immediate needs with current supply,
for a larger public, and the platforms enabling sharing are available in a structured way. New
opportunities are opening up in collaborative working, and thus in sharing economy. Sharing
economy, that is, collaborative economy based on sharing, is nothing new in the history of
mankind. In former times it existed in smaller communities — a family or group of friends —
, today, however, thanks to the wide use of internet and smart phones, it can be applied more
extensively. What is new, compared to traditional economic practice, is the use of internet,
and the resulting networking (Deloitte, 2015). Collaborative economy is believed to be an
unstoppable global trend that can radically transform several fields of economy: hyper-con-
sumption can in particular lead to a greener and more sustainable consumption, as well as to
the strengthening of local collaborative production, which in turn can emphasise the im-
portance of interpersonal relationships in both the economic and social sense (Kaldz, 2015).
The significance of the model is further confirmed by the fact that the T7ze magazine listed
it among the 10 business ideas that will change the world” — definitely in the long run and
potentially in the short term. Arun Sundararajan (20106) in his book, The Sharing Economy,
calls this business model the new industrial revolution. It has to be pointed out though that
the rapid proliferation of sharing economy has been facilitated by the changes in how con-
sumers relate to products, services and product-services (access is more important than own-

ership).

The separation of capital from its tangible and monetary material forms, and the prevalence
of immaterial, intangible and difficult-to-measure capital, is the result of historical develop-
ment. In their article Basu and Waymire (2008) rightly remark that “recent times are not
unique in terms of the importance of intangibles. Indeed, intangibles are ubiquitous to hu-
man economic interaction and are present even in seemingly simple economies” (Basu &
Waymire, 2008, p. 171.). ‘Dematerialisation’ of the conditions and results of economic pro-
cesses is not entirely new, neither is the strengthening of connectivity; this is simply a matter




of the phenomenon breaking out of its subordinate position: it was given a key role, was raised to
a new power and zaken brand new forms with the appearance of computers (Hamori, 2013).

The sharing economy phenomenon has several definitions. Their common point is that they
all make a distinction among peer-to-peer (P2P, which emphasises collaboration as opposed to
traditionally vertical, hierarchical consumption models pointing from businesses to consum-
ers), business-to-consumer B2C) and business-to-business (B2B) models. In the P2P model struc-
ture of collaborative economy a platform connects supply and demand.

Sharing economy includes a business model which is based on sharing already existing assets
and lets them be used on user demand. Belk (2014) places the collaborative economic model
between sharing and exchange of market goods. Another special feature of the model is
ownership, that is, users can mobilise given assets without actually purchasing them (Weber,
2014). Hyung et al. (2014) view sharing economy model as the ultimate future business
model which is capable of providing profit maximisation. The specificity of the sharing econ-
omy can be summarised as follows: declining ownership in favour of gaining right of use

(see Figure 1).
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Figure 1. The fundamental logic of sharing economy

Source: Authors’ own compilation

The consulting firm PricewatethouseCoopers (PWC) in a summary report (2015) provide

the following definition for summarising the essence of sharing economy: The users

- share with one another their unused capacities, resources (e.g.: assets, service,
money)

- on an on-demand basis (as soon as consumer need arises), normally through an IT
platform

- based on trust, with a special emphasis on personal interaction and collaborative
experience and

- secking sustainability.

According to Koopman and his co-authors (2014) the sharing economy model can be




viewed as a marketplace where individuals meet to share or exchange their unused goods.
This includes all types of products and services (even product-services) that are put up for
sharing or exchange, in hopes of material or immaterial gains. The question arises as to what
motivates this innovative wotldwide trend and why it has a future. The answer has already
been presented above. It can be said that this process is underpinned by peet-to-peer tech-
nologies, as well as (individual) economic and social considerations. According to one of the
most committed researchers of the topic, sharing economy is a tremendous economic and
social force that has commercial and cultural consequences. In the future ‘self-centredness’
will be replaced by the ‘us-centredness’ approach. Basically, it means a change in consumer
attitudes: it will become more important to have access to certain goods at a given time than
owning them and to implement accessibility as a form of social collaboration. Another im-
portant change is that consumers do not wish to buy the given product on demand but
instead they wish to avail the service provided by the product.

Free flow of information, facilitating participation and self-expression, the ability to build cross-
border relations, and the spread of strong open source technologies helps to create new values:
openness, transparency, originality, participation and opportunities are values that result
from the dominant technology of the last decade (Dawson, 2011emphasis added — Hamori
2013).

Rachel Botsman (2011) (based on a large-scale research) divided the elements of collabora-
tive consumption into three main groups:

1. redistribution markets,
2. collaborative lifestyle and
3. product-service system.

These three activities need to be interpreted in conjunction. This way, products have a longer
lifespan reducing environmental pollution. All three activities can facilitate sustainable con-
sumption thereby further emphasising the significance of these consumer preferences. Ac-
cording to the expert, there are four main underlying processes, confidence in collaboration,
in peer-to-peer social networks, real-time technologies, pressing unresolved environmental
problems, and finally global recession. It is all complemented by the PWC (2015) research
in Hungary, which identified additional four main economic and social factors contributing
to the success of this innovative model:

- proliferation of sophisticated digital tools and platforms,
- aiming at more rational use of financial resources,
- more eco-friendly consumption and

- globalisation and urbanisation trends.

These are the most important generators that helped launch the model, in which the partic-
ipants only “operate an online platform where the supply of unused capacities and demand




can meet, and there is a peer-to-peer collaboration with supply meeting demand in a fast and
efficient way” (Budai-Lehota, 20106).

THE ROLE OF TRUST IN THE BUSINESS MODEL

The collaboration of social networks and real-time technologies enables building trust
among unknown individuals and organisations, as well as bringing potential behaviour pat-
terns and trust-based forms of cooperation inherent in the system to the surface. In this
light, it is evident that building trust is the bottleneck in the system: in its absence the system
would not be able to operate. Trust in sharing economy can be interpreted along the lines
of the social interchange theory, that is, in combination of the fields of economy, psychology
and sociology. This means that the basic definition of trust originates from the social inter-
change theory. The basic assumption of the theory is that every human relationship is deter-
mined by the analysis of input and advantages (Homan, 1961). In his theory, Homan argues
that individuals take part in reciprocity-based transactions which yield benefits for them, and
they remain in the relationship as long as the participants provide each other with valuable
resources or some form of benefits or rewards.

John (2013, p. 18) in his definition states that “In both online and offline environments,
sharing refers to a type of interpersonal relationship based on equality, trust, mutuality, co-
operation, selflessness (or at least a lack of outright selfishness), considerateness, and other
similar values.” Trust has become one of the most essential critical success factors for com-
petitiveness. For an enterprise operating based on a business model to maintain its compet-
itive position in the market, it requires adequate trust and expertise-based decision-making
procedures (Mester et al., 2016). Trust plays a vital role not only in shaping external economic
factors but also in the organisational structure, human capital efficiency and cost manage-
ment of an enterprise. Fukuyama (2007) in his work entitled Trust, projects the interrela-
tionship of trust and efficiency onto business cost management: “For example, countries
where business participants have trust can save on transaction costs and become more effi-
cient than low-trust societies which need extensive contract and legal regulations of their
relations.” It has to be highlighted when using the term trust in business that this approach
emphasises its role in efficiency and competitiveness, that is, stable relationships can reduce
transaction costs (Karmazin, 2014). Chikan et al. (2006) argue that by increasing the level of
collaborative trust, work in an organisation becomes more efficient and competitiveness in-
creases. Kelen (2016, p.25) also stresses that “the new emphasis lies on emerging patterns of
reciprocity, such as public good resulting from collaboration, volunteering and reciprocity
among business participants, as well as on the capitalisation of trust and local self-help and
exchange — these can become alternatives for redistribution in maintaining market balance.”

Trust and commitment are central factors that contribute to successful networking as they
directly lead to collaborative behaviour and proceedings that improve efficiency and produc-
tivity (Morgan and Hunt, 1994). It is interesting to observe how trust has become one of the




key pillars of sharing economy model while in other areas, such as in our institutional sys-
tems, or in finances torn by the 2008 recession, it is collapsing,.

The efficiency of trust-based business models has been proven as business relations born
and operating in a non-competitive environment based on trust since they can win not only
new customers and markets but also reliable high-quality suppliers. What could be more
telling than the fact that these innovative solutions have raised the interest of mainstream
organisations?

THE SHARING ECONOMY MODEL AND GLOBALISATION

The relevance of the sharing economy model is justified by the birth of such businesses in
more and more areas (Theurl, 2015). Figure 2 shows the most important sectors where the
sharing economy model has gained its footing.

Finances Transportation — Accommodation Service Media

Figure 2. The sharing economy model in different sectors

Source: Authors’ compilation based on Brenke (2013)

The sharing economy model has expanded at a staggering rate over the past half-decade all
over the world (see Figure 3) challenging existing business models and thereby showing the
relevance of business model innovation. Besides posing a major challenge for traditional
models the rapidly growing collaborative models affect legislation and tax authorities. Tax
legislation in force is viewed as difficult to apply in trade in services between private persons.
In the new business model delivering supply and demand is zuch simpler, faster and more trans-
parent, and simultaneons on a global scale.

The above factors are closely linked to that fact that information technologies, especially the
internet — in contrast with Fordian industrial technologies — are decentralised. The internet
does not have a ‘master switch’ to control the network. Moreover, there is no government
to stop it, or a jurisdiction to control it (Taylor, 2003). However, it is most often the state
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assisting restriction of competition. Information technologies — especially the internet — pro-
mote an enhanced (and often unbridled) competition in almost every sector (Hamori, 2013).

Internet openness enhances competition in itself. Since new internet companies (the so called
startups) usually have very few physical products and a short supply chains, or they centre
around information commerce, they can be set up overnight.

Low or non-existent entry barriers allow smaller local companies — using the internet as a
distribution channel — to fake part in global competition. This means that any small local entrant
can pose a threat to better services. However, the other side of the coin is that global majors
can endanger the smallest local companies which have dominated their local markets
(Hamori, 2013). Dominant global companies enter more and more segments of the ICT market leaving
little space for smaller participants.

A typical example is collaborative ‘peer-to-peer lending” or as it is called ‘marketplace lend-
ing’. The rate of growth for sharing economy model investments is rapidly increasing.

Today even big European banks and investment issuing houses overtly take part in starting
investment funds that invest in collaborative loans of small and medium enterprises. The
biggest collaborative creditors’ own several-hundred pounds worth funds become passive
acquirers of collaborative creditors’ loans (T6zsdeférum, 18 January 2016, 11.40 source: TF

information)

The following figure shows the growth of global investments based on the sharing economy
model.

— peer-to-peer sharing  —— sharing economy

Figure 3. Trends in peer-to-peer and sharing economy investments
(2005-2015)
Source: Theur! (2015)

Figure 3 clearly shows a rapid growth in a short time interval in sharing economy, in com-
parison with the traditional peer-to-peer method. Factors underlying the drastic growth are:
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- technological and technical, IT innovations (knowledge));
- change in values;

- change in consumer expectations;

- change in economic conditions (cost awareness);

- change in social factors (need for social cohesion);

- increasing environmental awareness and ecological pressure.

The economic activities that can be pursued within the sharing economy framework are
closely linked with transaction costs. One of the basic concepts of new institutional econom-
ics is institution itself, which can be interpreted as an operational rule or norm. Coase, the
father of new institutional economy, provides a classic definition for transaction costs: they
are the costs of using market institutions and price mechanisms. In this light, institutions
should not be interpreted as organisations but the total of general and specific economic
operational rules (Kieser, 1995). Coase (1937) often asks the question “Why do firms
emerge?” His answer is that by operating companies a part of transaction costs can be saved.
Therefore, the question arises which phases and activities of the production process in a
given institutional structure should be performed internally, and which are on the market.
Within the framework of institutional economics the most important area is transaction costs
theory (Kallay. 2014) In Coase’s theory if there were no transaction cost, then market would
do the coordination, therefore, the reason for the existence of organisations (companies) are
transaction costs. Coase (1937) mentions two types of transaction costs: (1) discovering rel-
evant prices, (2) the costs of negotiating and writing enforceable contracts for each transac-
tion. According to Coase transaction costs can be reduced by internalising, that is, organising
them inside the firm, certain market transactions. In supply chain management experts use
Coase’s theory to reduce ‘discovery’ and other transaction cost for consumers. Transaction
costs reduction will most probably have an impact on global-scale social problems such as
environmental pollution, sustainability, mass consumption, as well as social disparities.
Ronald Coase was awarded a Nobel Prize for his discovery and clarification of the signifi-
cance of transaction costs and property rights for the institutional structure and functioning
of the economy. Sharing economy means flexibility to its users, since they only need to hire
products and services (Kapds, 2000).

Sharing economy and logistics

Collaborative economy means a business model which is built on sharing tools enabling
participants to use resources on demand without actually buying the tools (European Union,
2013). As already discussed the new innovative business model detailed above is beneficial
for not only startup businesses but it also offers considerable opportunities and investment
potentials for large companies. It is worthy of mentioning that bigger companies often op-
erate in a network-like structure, that is they are usually interested/shareholders in smaller
startup companies, or even research institutes.
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Figure 2 showed those sectors where the novel business model is predominant. Out of these
logistics has to be highlighted since this is the sector which has been developing at the fastest
rate. As Karmazin (2016) writes in his book, “The global logistics market shows a steady
growth, according to estimates current production reaches the 13.8 per cent of global GDP,
approximately 6700 billion dollars”. The most prominent examples for sharing economy can
also be found in the transportation sector. Sharing economy can shed a new light on both
human and goods transportation markets. The emerging new surfaces offer several alterna-
tives to buying and renting cars with their convenient, flexible, fast and high-tech-based pro-
visions. The new business model gather the ‘fragmented’ transportation sector, and, at the
same time, it provides customers with a simpler and more intelligent — on demand — service.
Horvath and Karmazin (2014) emphasise that “the road transport subsector, which is most
appropriate for today’s logistics requirements, is capable of door-to-door transportation
without transhipment |[...] and precise service”. It is no coincidence that sharing economy
has taken root in this sector.

Sharing economy has the potential to revolutionise the road transport business since any
logistics service in Europe can be organised within a short time interval through cooperation
with a business operating a collaborative platform. This trend could mean a strong step to-
wards sustainable development for using a collaborative transport service pollutes the envi-
ronment to a lesser degree than an individual company using its own car park. Accession
using a GPS tracking device enables tracking the path of goods, users can pay in advance, so
there is no need for consumer financing, more precisely, financing current assets for

transport companies.
New financing opportunities — the sharing economy model

Loan, stock or venture capital financing? There are only few small and medium enterprises
(SMEs) that ask the previous question when they need financing. Well-established enter-
prises look for a cheap bank source for working capital financing or investment. If they have
capital financing needs smaller businesses prefer a professional investor or a(n) (already
known) partner. Venture capital raising is considered as a characteristic of start-up businesses
entering unique industries, whereas stock financing is typically not even considered as an
option, especially, because recently businesses in the sector have a positive experience with

acquiring bank loans.
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Figure 4. Financial Stability Report MNB (Central Bank of Hungary) November
2016, p. 22

Nevertheless, it is an integral part of the government’s strategy to create a new, SME-spe-
cialised institutional and market framework for capital market fundraising opportunities,
since these can be valuable channels in the growth and financing of these companies. The
annual financing gap is almost 40 billion HUF in the domestic capital investor market. This
can partly be explained by the fact that — due to significant default and return risks — several
viable ideas and projects are left out of private market financing opportunities. For this prob-
lem the long-term solution, which can also have a stimulating effect on the capital market,
is state support for the riskiest businesses (Hungarian Development Bank press release, 27
October 2016). It is an intrinsic part of the Budapest Stock Exchange’s five-year strategy to
increase the number of issuers and to make the advantages of venture capital raising available
to more businesses. To achieve this, a very important step is to develop the Hungarian SME
stock market, which, as international examples show, can serve as a major forum for financ-
ing fast-growing businesses as well as a “breeding ground” for them to mature into large
companies (Budapest Stock Exchange press release, 10 January 2017). The SME stock mar-
ket section is not only a platform to raise capital by well-established “story-ready” compa-
nies, but it can become the natural exit for risk capital financing, which can increase mutual

fund activity.

Lower return rate environment benefits private investors seeking riskier investments, invest-
ment targets for them are easy to find in Hungary. Besides, stock market introduction may
have several other effects, for example, it can become a strong motivator in marketing or
for employees, and common results are improved trust among partners due to transparency
or the expansion of borrowing opportunities (Budapest Stock Exchange press release, 10
January 2017). Are we too late? It is a fact that based on recently released aggregated data,
in 2016 the companies entering the stock market only raised one third of the capital raised
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in 2010 globally, largely owing to the fact that smaller companies virtually disappeared. Par-
adoxically, the marginalisation of the stock financing model was caused by the same thing
that benefited the stock market most: technological progress (Attila T6th, 2017). The biggest
drop in Initial Public Offering percentages could be observed on the American continent,
the global centre of stock market exchange. The contrast is even bigger if we look at how
business angels, seed and risk capital companies, as well as more and more popular crowd-
funding platforms altogether have increased their activities 2.5 times over the course of the
past 4 years. In the USA the cash flow in this type of financing was 75 billion dollars, which
is 3 times the result of the IPO market, says Attila T6th, based on data from The Global
Funding Report 2016, Funderbeam. With the international current trend the exit does not
divert companies in the direction of the stock market, instead, they move towards big pro-
fessional investors. As a result, of accelerated progress, emerging businesses simply do not
have the time to skim the market as they develop organically, they have to sell out their
products before they become obsolete. Globalisation makes it all possible. Both the interna-
tional and domestic stock markets and bank systems are looking at peer-to-peer landing
companies that lend money by eliminating traditional financial institutions with distrust.
They do so for a reason: it is enough to take a look at the exponential growth in turnover

figures.

Both the international and domestic stock markets and bank systems are looking at peer-to-
peer landing companies that lend money by eliminating traditional financial institutions with
distrust. They do so for a reason: it is enough to take a look at the exponential growth in
turnover figures.

Financial services in transferring that has emerged as a separate cast among startup compa-
nies and which aid online trade statements (fintech businesses), and the sharing economy
model only appeared a few years ago. Yet, there is already a lot of money in this area, which
demonstrates the success of companies structured thus. Despite the fact that the authorities
look askance at Sharing Economy, it seems to be staying with us in the next few decades.
Therefore, it is worth considering how it can restructure power relationships between com-
panies and governments, employers and employees, banks and their customers.

As collaborative models are gaining ground companies, tax authorities and states are facing
new challenges — for multiple reasons. To take an example, current tax legislation is difficult
to apply in service trade between private persons, old laws need to be revised and adjusted
to new trends (Internet-3) with a view to objectives.

Obviously, the collaborative business model has an impact on financing as well, bringing
new forms to life in this area too. This is based on P2P lending — a collaborative lending type
called ‘marketplace’ lending. Basically, it means that potential clients offer resources to each
other directly, eliminating banks, through lending platforms built for this reason. One of the
biggest advantages is that applicants for credit can take out loans fast and simply, eliminating
excessive red tape. Moreover, it has to be mentioned that peer-to-peer outsourcing gives
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chance to those participants that do not comply with the creditworthiness criteria of ‘main-
stream’ creditors, especially viable businesses that do not have sufficient extra collateral, a
basic requirement in banking practice.

The model works by individuals giving money into a common fund to satisfy loan applica-
tions accepted by the system. The mechanism is similar as in banks, however, they operate
at lower costs. Therefore, depositors usually enjoy a higher interest rate than in a bank,
whereas the applicant usually pays a lower interest than when taking out a bank loan. Not to
mention that credit application assessment is much faster and they are not tempted into
buying extra products under the ‘cross selling’ heading, as in banks.

Although depositors are not protected under the government’s Financial Services Compen-
sation Scheme, the system contains several safeguards resulting in a lower amount of risky
credit than in banks. First of all, all of them strictly filter applications. They not only check
applicants’ credit history but also assess their future ability to reimburse loans. If reimburse-
ment is unsecured, the transaction is rejected, even if the history is clear. It is a common
practice to reject 75-80% of credit applications. Besides, deposits are diversified into small
amounts in several loans so in case of default not all of the investment is jeopardised. De-
positors have an individual account where they can set the type of project and the conditions
for investments. Some companies charge their borrowers extra fees in order to finance a
fund to compensate depositors in case of default. Typically, those companies are granted
credit which have minimum two closed financial years and are financially viable. This re-

quirement is also common practice in Hungarian banks.

Alongside lending-based systems there are equity-based systems as well, which offer risk
capital opportunities in starting businesses. The term does not mean credit instead it refers
to purchasing securities, which offers an alternative source for starting companies. The nov-
elty on P2P platforms are revenue-based investments. Here investors are not compensated
from reimbursements or securities, but receive a share from the ongoing gross revenues
generated by the invested capital. A trend can be observed as justified by the fact that since
2010 in the USA the amount of this form of lending has doubled, but it is also rapidly in-
creasing in China, Australia and the UK — as a study on Portfolié.hu reveals.

In P2P crowdfunding has to be mentioned as well. Many platforms do not make a clear
distinction between the two, partly righteously, and partly not (Hamari et all., 2015). The
difference is that while P2P mediates supply and demand for the realisation of a project or
enterprise, crowdfunding focuses on individuals’ purchases, that s, in collaborative financing the
financial source is provided by the buyers themselves. Collaborative financing is designed
for entrepreneurs who are planning to introduce a new, unique product or service. It has
been argued that crowdfunding may bring about a paradigm change — since this solution is
fully conform to innovative thinking —, which process should not be missed. The only draw-
back in this approach is that it cannot be controlled by authorities.
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On the one hand, the Hungarian retail market is not educated enough to understand the
risks inherent in crowdfunding. On the other hand, Hungarian retail investors rarely possess
substantial savings and are open for such an investment (Internet 1). The local market lacks
the necessary business, trust and organisational structure, therefore, those who wish to raise
capital through crowdfunding will do so in markets abroad. It has been argued that in the
local market it is more possible that business angels will finance ideas and projects within a
certain money range (1-5 million forints). From the point of view of businesses, this ap-
proach is highly supportable since why not sell an idea to others? Flexibility is a big advantage
of crowdfunding, however, it is extremely hard to filter out participants who are not eco-
nomically driven. The more extreme the innovation, the higher the risk of fraud. Thus, ade-

quate, transparent and authentic report plays a significant role in this area.

It can be seen that in crowdfunding there is a range of factors to be seriously considered,

where regulators have a significant amount of responsibility.

SUMMARY, CONCLUSIONS

Sharing economy can be viewed as a megatrend of the 215t century. It can be stated that in
accordance with the changes in the world economy framework, businesses having potentially
collaborative benefits are growing too. Sharing economy can help develop a socially more
concentrated and more responsible economy, which would be essential in today’s world.
The 2015 PWC study pinpoints further realisable benefits such as the mutually beneficial
relationship between ‘buyer and seller’ (in the economic sense), more flexible economic so-
lutions, increased effectiveness and efficiency for businesses. These factors might help forge
the individuals who make up the society and build a new cooperation- and trust based social
system — in line with economic realities and the intertwined technological infrastructure and
culture — which will have the potential to fundamentally change the current economic
(Kaloéz, 2015) and governance mechanisms. Tur6czi (2015) draws attention to the fact that
in our fast-paced and competitive world the need for all-directional efficiency has to be
acknowledged, as it is one of the keys of profitability and growth (Botsman, 2015).

The consulting firm PriceWaterhouse (PWC) in a summary report provide the following
definition for summarising the essence of sharing economy: The users

- share with one another their unused capacities, resources (e.g.: assets, service,
money)

- on an on-demand basis (as soon as consumer need arises), normally through an IT
platform

- based on trust, with a special emphasis on personal interaction and collaborative
experience and

- secking sustainability.
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In the financial sector sharing economy may bring a paradigm change — since this solution
is fully conform to innovative thinking —, which process neither clients, nor banks should
miss.

Today it may be premature to disregard the functioning of traditional banks due to the emer-
gence and rapid growth of the peer-to-peer system. These alternative economic participants
‘only’ challenge credit institutions in the areas of startup, and small businesses lending and
unsecured loans. In the long run, however, it is worth paying an attention to new and inno-
vative technologies as well as the growth of networking built on trust-based collaboration
platforms. In this respect the question arises whether mainstream banks take action or watch
sitting back as today’s small participants grow into real competitors and even leave them
behind. New participants, new behaviour and new business models definitely pose a chal-
lenge to banks and authorities as well, but if they use it, new technology might actually help
them.
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