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ABSTRACT

This paper aims to investigate and determine the relationship among the budget, changes in
GDP, price indices and the movement of the real exchange rate on the one hand and the state
of the mud balance in Bosnia and Herzegovina in the period 2005-2019. The paper covers
literature that deals with the given field, empirical knowledge and case studies of various
international researches, as well as certain econometric methods. The results of the research
point to the existence of a negative link between the budget deficit, the reduction of prices and
the real exchange rate, and the improvement of the current balance. The results are different
depending on whether it is a long-term or short-term horizon.

Keywords: budget, current account, price index, and real exchange rate

1. INTRODUCTION

The balance of payments is an important indicator for measuring the state of an economy.
However, without other indicators alone, the balance of payments does not say much, especially
when it comes to various shocks in the economy. On the other hand, with different fiscal policy
tools, governments can lead the economy in a certain desired direction. The question is whether
these two quantities have a causal relationship with each other and how strong is this
relationship? This issue has been particularly considered in the 1980s and 1990s, both in
developed and developing countries Islam (1998), Magazino (2012). The correlation of the
given variables is especially interesting nowadays especially with the different economic
problems that countries face. Economic theory provides two important determinants in terms
of the relationship of given quantities. One is that changes in the current account balance and
the fiscal balance are strongly interrelated (Keynesian theory) which is the basis of the
Feldstein-Horioka hypothesis (1980). Another approach is the Ricardian equivalence
hypothesis which emphasizes that there is no correlation between given quantities or that
influence is negative. What is the impact of the budget deficit on the current account deficit in
Bosnia and Herzegovina, taking into account other parameters such as inflation, changes in the
real exchange rate and the trend of GDP growth is presented in this paper. Countries like B&H,
which are still in transition, have some difficulties in fiscal governance due to both increased
public debt and weak competitiveness in foreign trade. Fiscal policy has been implemented
through the establishment of a single VAT rate since 2005 with a tendency to increase.
However, there was also an increase in public debt as well as budget expenditures. In
accordance with the methodology and research dedicated to the relationship between the current
account balance and the fiscal account, an analysis of the interrelationship of these two
indicators was made on the example of B&H for the period 2005 to 2019. GDP change had the
largest oscillations in 2007 and 2008 as expected. Examining the given relations is especially
important for Bosnia and Herzegovina as it has a highly decentralized fiscal policy where the
general government in accordance with the Budget Law cannot have a budget surplus.
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On the other hand, the entities that have the right to create public debt represent the bearers of
budget deficits, while the current account deficit is shown at the country level. Indirect taxes
such as those controlled by the state are unquestionably the main source of financing
government spending at both the state and entity levels. Direct taxes in the last decade also have
a growth trend, and follow GDP growth. Inflationary movements are moderate and do not show
major oscillations.

2. HYPOTHESIS OF DOUBLE DEFICITS IN DIFFERENT EMPIRICAL STUDIES
Research on the relationship between the budget deficit and the current account deficit has been
conducted and published in numerous papers. All works can be divided into four groups. Thus,
if we talk about the impact of the budget deficit on the current account balance, we can mention
the following works (Abell 1990; Bachman 1992; Cash 1994; Islam, 1998; Piersanti 2000;
Bluedorn, Leigh, 2011; Leachman, Francis 2002, Cavallo 2005, Erceg, Guerrieri, Gust 2005;).
Another group of authors in their works confirms the impact of the current account deficit on
the budget deficit, but not vice versa. This group of works includes (Anoruo, Ramchander 1998;
Khalid, Guan 1999; Alkswani 2000; Kim, Kim, 2006; Marinheiro 2008). The third group are
papers that indicate the non-existence or negative relationship between the budget deficit and
the current account deficit (Enders and Lee 1990; Evans and Hasan 1994; Kaufmann, Scharler,
Winckler 2002). The existence of a negative correlation between the fiscal deficit and the
current account deficit on the example of the Baltic countries in the period 1999-2010 was
established by Piotr (2012) in his paper. Finally, there is the fourth group that includes papers
confirming the two-way relationship between the current account and the fiscal balance (Laney,
1984; Miller, Russek 1989, Boucher 1991, Evans 1993; Papaioannou, Yi 2001; Kaufmann,
Scharler, Winckler 2002; Baharumshah, Lau 2007). It is particularly interesting to point out the
work of Darrat (1988) in which it is proved beyond doubt that there is a double connection
between the budget deficit and the current account deficit. These are quarterly data for the
period 1960-1984. The paper confirms that there is a significant in the United States the impact
of the budget deficit on the current account deficit and an even greater impact current account
deficit to the level of budget deficit. It is interesting to mention the study by Khalid and Guan
(1999) who analyzed the cause-and-effect relationship between the budget deficit and the
current account deficit in five economically developed countries (USA, UK, France, Canada,
Australia), and in five developing countries (India , Indonesia, Pakistan, Egypt, Mexico)) in the
period 1950-1994, using the method of cointegration. The survey confirmed the existence of a
causal link between the budget deficit and the current account deficit in four of the five
developing countries. However, similar links have not been observed in developed countries. It
is also important to mention a study done by Kumhof and Laxton (2009) which shows that a
continuous increase in the budget deficit of 1% relative to GDP is not associated with an
increase in the deficit in other countries. Consequently, this leads to a short-term deterioration
in the current account balance of about 0.5 GDP and a long-term deterioration of the current
account balance by 0.75 percent of GDP in large economies such as the United States and 1%
percent in small open economies. Similar results are obtained by Lau, Baharumshah and Khalid
(2006) who analyzed the relationship between the budget deficit and the current account deficit
in four Asian countries (Indonesia, Malaysia, the Philippines and Thailand) between 1976 and
2000. they proved the existence of a long-term relationship between budget deficit and current
account deficit. Thus, the paper confirms the existence of the twin deficit hypothesis in the case
of Thailand, the inverse hypothesis of twin deficits in the case of Indonesia and the Feldstein-
Horiok hypothesis in the other two countries. In his paper, Marinheiro (2006) investigated the
relationship between the fiscal balance and the current account balance and found that there is
an impact of the current account deficit on the fiscal deficit. In that sense, he used a series of
data for the period from 1974 to 2002.
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If we take into account most empirical studies, we can conclude that they confirm the presence
of an interrelationship between the fiscal deficit and the current account deficit. Of course, there
are papers that indicate the connection of other macroeconomic variables to the current account
balance. Thus, in his work, Kovacevi¢ (2017) explores the relationship between the current
account and its determinants on the example of nine countries in Southeast Europe, and
emphasizes that the real effective appreciation of the exchange rate negatively affects the
current account, while the net inflow of foreign direct investment has a positive impact. In
addition to the above, the inflow of capital into the country is also of a great importance. That
IS, an increased inflow of foreign capital can mean (if it is only loans, not interest-free funds)
and increased indebtedness, as well as an increased outflow in terms of interest and return on
capital payments to foreigners. Increased capital inflows can cause increased demand, creating
pressures that can eventually worsen the current account (Abbas et. All 2010).

3. METHODOLOGY

3.1. National income, government spending and current account

In order to clarify the relationship between the fiscal deficit and the current account, it is useful
to begin with some items of national income accounting. Economic theory analyzes the
correlation of elements of national income and establishing the link between investment and
savings, national income and public expenditures and public revenues. In this way, we express
national income as a sum of consumption (C), investments (1) government expenditures (T),
and differences between imports and exports (X-M):

Y =C+1+G + (X-M) (1)
Income must arise either from domestic sales of consumer goods (C), investment goods (1),

government goods (G), and net sales of goods to foreign entities (exports X minus imports M).
We write the mentioned equation as:

Y-(C+1+G)=X-M (2
That is,

Y-(C+1+G)=CA (3)
Or,

Y -A=CA, (4)
Where:

CA- current account balance

And,

A =C + 1+ G - total absorption (5)

If we have a closed economy, savings are equal to investments, since external variables do not
exist (Hohberger and Herz, 2012; Krugman and Obstfeld, 1997). Therefore, investments can be
written as:

l=Y-C-G, (6)
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If savings are equal to investments then we have:

S=J-C-G, (7
Then we get that in an open economy investments are not always equal to savings. This is
because individuals, the government and other businesses can borrow funds from abroad. We
can write savings as:

S=1+CA (8)

Further, analyzing aggregate savings we see that it is made up of the private and public sectors.
Therefore, we could write:

S=Sp+Sg 9)

Private savings are considered to be a portion of disposable income that individuals have not
spent. Therefore, we write private savings as the following equation:

Sp=Yd-C=(Y-T)-C (10)
Where:

Yd- disposable income,

| - taxes.

Public savings, as opposed to private ones, are equal to the difference between taxes and
government expenditures, which includes government purchases and transfers. In this sense,
we write public savings as:

Sg=T-(G+R)=T-G-R. (11)

where:
G- Government (state) purchase,
R - Government transfers.

In relation to expression (9), total private and public savings can be written as:
S=Sp+Sg=(Y-T-C)+(T-G-R) =I1+CA (12)
According to the above formula, the current account balance is written as:

CA=S—1=Sp—I+(T-G-R)=Sp—I-(G+R+T) (13)

3.2. Model development

The expression (13) shows that if we have a constant difference between private savings and
investment, then any change in fiscal policy is reflected in changes in the current account
balance. This causal relationship indicates the emergence of twin deficits hypothesis. In other
words, if we do not have a fixed difference between savings and investments, then changes in
the fiscal balance must be offset by changes in savings. Namely, this situation is related to the
fact that the increase in the budget deficit leads to an increase in private savings due to the fear
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that the state will increase taxes in the future, in order to reduce the deficit. This further leads
to a reduction in citizen spending and a current account deficit. (Mukhtar, Zakaria, Ahmed
2007). Thus, we see that the twin deficits hypothesis does not emerge in this situation. If we
start from the assumption (traditional approach) that the country’'s economy is at the level of
full employment, then an increase in the budget deficit causes a current account deficit, all due
to an increase in aggregate demand (for domestic and foreign goods and services). This
traditional approach emphasizes the strict link between the budget deficit and the size of savings
and investments, the prices of production factors, the movement of the real exchange rate, the
distribution of income, the value of foreign trade. Another explanation of the twin deficits
hypothesis (Mundell-Fleming model 1962), emphasizes the quantitative approach. This model
indicates that through fiscal expansion (the budget deficit arises as a consequence) which causes
the current account deficit by increasing the interest rate, attracting foreign capital and at the
same time appreciating the domestic currency. The second approach, in contrast, is based on
the assumption that twin deficits are unrelated or negatively related (Makin 2002). This
approach is called the Ricardian equivalence hypothesis which says that the budget deficit does
not change interest rates and the exchange rate of the domestic currency and as such does not
affect savings and consumption. As a consequence, the budget deficit has no impact on the
current account balance. Therefore, according to the Ricardian equivalence hypothesis, these
two balance sheets are not interrelated or have a negative correlation. The third approach starts
from the assumption that there is an inverse causal relationship between the budget balance and
the current account. That is, this approach explains that an increase in the current account deficit
slows down the economy leading to a budget deficit (Enders and Lee 1990). The fourth
approach starts from the assumption that the cause-and-effect relationship between the budget
deficit and the current account deficit has a two-way relationship. In this sense, the Feldstein-
Horioka hypothesis is used, according to which domestic savings and investments are highly
linked in the long run, regardless of the large international mobility of capital. Therefore,
according to expression (13), a high degree of connection between domestic savings and
investments also means changes in the budget deficit and current account deficit. Thus,
expression (13) can be written in the following form:

CA=Sp-1+FB (14)

Where,
FB - balance of the state budget.

Economic theory offers several different econometric models by which analysts try to
determine the relationship between the fiscal deficit and the current account deficit. This study
seeks to show the relationship between a particular fiscal policy defined as the ratio of the
budget balance to GDP and the current account balance as a share of GDP on the example of
Bosnia and Herzegovina in the period 2005-2019. In addition to considering the causal
relationship between these variables, this study also investigates the impact of other variables
on current account value movements. In this sense, an economic model was used which can be
represented by the expression:

CA=a+P1FB+p2Z +¢, (15)
Where:

Z - other explanatory variables Gross Domestic Product growth (g GDP), Real exchange rate
(REER) and consumer price index (CPII).
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B1 and B2 coefficients of the regression equation, i
¢ - the concept of error.

3.3. Data source and variable relationships

The time series of data used in this model is based on the quarterly frequency and covers the
period from the first quarter of 2005 to the last quarter of 2019. The model is based on the
stationarity of the analyzed time series. According to the time series of data, the research has
the task of determining the stability of the positive relationship between the budget balance and
the current account balance. Basically, the paper contributes to determining whether there is a
causality of the mentioned quantities, which affects the possibility for the B&H model to predict
the twin deficit hypothesis. In order to obtain a complete picture, it is necessary to take into
account the variables that are related to the values of the current balance, especially
emphasizing the changes in the real exchange rate. In that sense, descriptive statistics as well
as correlation between variables were done, and finally a unit root test as well as a Granger
Causality test were done, which is presented in the paper.

4. DATA ANALYSIS

4.1. Descriptive statistics

This paper seeks to investigate the relationship between fiscal policy and the balance of
payments and to consistently determine whether there is a causal link between the fiscal deficit
and the current account deficit. The current account balance was created on the basis of real
GDP growth, inflation, tax revenues, the real exchange rate and government spending. The
study first established descriptive statistics before assessing trends and models. Figure 1 shows
that the trend of the fiscal balance is moderate with a slight fluctuation in 2009 and 201, which
was caused by the shock on the financial market, which affected the reduction of budget
revenues. Larger oscillations in the current account balance were noticeable in 2005 and 2006
at the time of the introduction of VAT in the B&H fiscal system.

Table 1: Descriptive statistics

CAD BD GDP G CPI REER

Mean -28,398550 | -2,515915 1,484637 5,214833 -1,203233
Median -25,989840 | -2,642722 0,700000 4,550000 -1,035000
Maximum -12,620460 | -0,772559 21,485100 16,800000 4,180000
Minimum -62,500000 | -4,334861 -15,321030 -0,700000 -7,470000
Standard

Deviation 8,905900 1,031529 7,894407 47,416980 2,550214
Skewness -1,667036 0,099386 0,188710 1,133876 -0,307194
Kurtosis 6,528468 1,768492 3,423657 3,609054 3,270539
Jarque-Bera 58,015300 | 3,885397 0,804829 13,784110 1,126659
Probability 0,000000 0,143317 0,668703 0,001016 0,569310

Source: Own calculation

Figure following on the next page
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Figure 1: Balance of the state budget and current account of Bosnia and Herzegovina
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Changes in the current account balance in 2005 and 2006 are not accompanied by changes in
the budget. After this period, changes in the current account balance are followed by changes
in the fiscal balance. Only 2019 deviates from the given trend where it is evident that although
there were no major changes in the budget, the current account balance experienced a sharp
increase. Mean values recorded in the period 2005-2019. for the current account balance and
the fiscal balance in relation to GDP are 28.39 and 2.51% respectively.

Figure 2: Trend in current account balances and consumer price indices in Bosnia and

Herzegovina
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With the exception of 2010, the CCl has a fairly steady trend over a given period. The recorded
mean value of the price index is 5.21.
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Figure 3: Trend in current account balances and gross domestic product in Bosnia and
Herzegovina
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GDP growth, with some fluctuations from 2005 to 2011, has a steady and slight growth of 0.8%
on a quarterly basis. Its mean value recorded for the observed period is 1.48.

Figure 4: Trend in current account balances and real exchange rate in Boshia and
Herzegovina
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The movement of the real exchange rate of the domestic currency fluctuates around zero, and
the largest decline was recorded in 2016 and 2017. Its average value for the observation period
is -1.20. The correlation between the budget balance and the current account balance, as well
as the correlation between the current account balance and other macroeconomic variables with
which the given model was constructed are shown in Table 2.

4.2. Correlation between the observed variables

Correlation coefficients, calculated on the basis of available data, between the current account
balance on the one hand and the fiscal balance, and changes in the real exchange rate on the
other, indicate the presence of real significant correlation while the price index and current
account balance show a slight correlation. The established correlation records a negative
relationship between the given variables. Gross domestic product growth has no significant
impact, with the price index also showing a low value.
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This further means that the improvement of the state budget balance as well as to some extent
the real exchange rate in Bosnia and Herzegovina was accompanied by a deterioration of the
current account balance in the analyzed period, which can be seen in the following table.

Table 2: Correlation coefficients between Current Account Balance, Fiscal Balance,
Consumer Price Index and Gross Domestic Product Growth in Bosnia and Herzegovina for
the period 2005-2019.

CAB FB
CAB 1
FB -0,57581 1
CAB CPI
CAB 1
CPI -0,289115 1
CAB REER
CAB 1
REER -0,463 1
CAB G GDP
CAB 1
GDP gr -0,05099 1

Source: Own calculation

Based on the analysis of the correlation between the given quantities, no conclusions can be
made about the impact of one value on another. This analysis cannot provide answers to
possible shocks in fiscal policy that would arise due to changes in the market of certain goods
or services. If, for example, on the one hand the economic situation in the country improves (in
terms of increasing national income) it could lead to a reduction of the budget deficit, however
on the other hand it could lead to an increase in the current account deficit due to increased
imports. Precisely, from the impossibility of obtaining accurate results that indicate the
correlation of given quantities through correlation analysis, we can suggest that there is still a
negative relationship between the budget balance and the current account balance.

4.3. Unit root analysis

In order to perform a complete evaluation of the model, it is necessary to determine the
stationarity of the analyzed time series. An extended Dickey-Fuller test (ADF) was used for
this purpose. To use the test itself, the model in functional terms needs to be redesigned to
obtain the stationarity of the variables used. This was done by substituting the values of the
variables for their first differences. After the first differentiation, the extended Dickey-Fuller
test for the sizes included in the model would look like this:

Table 3: Unit root test — first differentiation

Variable name ADF Test 1% Level 5% Level 10 % level
Current account balance -3,56941 -3,56002 -2,91765 -2,59669
Fiscal balance -8,29612 -3,54821 -2,91263 -2,59403
GDP growth rate -7,80589 -3,565747 -2,91657 -2,59612
Consumer price indeks -6,86696 -3,54821 -2,91263 -2,59403
Real exchange rate -8,58540 -3,54821 -2,91263 -2,59403

Source: Program Eviews 11

A graphical representation of the dependence of the current account balance on other variables
is presented in the graphs given in the appendix.
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4.4. Granger Causality Test

In order to establish the direction of causality among the mentioned variables, a Granger
Causality test will be conducted to help us understand the interactions between the fiscal
balance and the current account balance and what the results are.

Table 4: Granger Causality Test

Pairwise Granger Causality Tests

Sample: 2005-2019

Null Hypothesis: Obs F-Statistic Prob.
CPI does not Granger Cause CAB 57 0,69021 0,50600
CAB does not Granger Cause CPI 0,53252 0,59030
FB does not Granger Cause CAB 57 2,14868 0,12690
CAB does not Granger Cause FB 0,35721 0,70130
G_GDP does not Granger Cause CAB | 57 2,85272 0,06680
CAB does not Granger Cause G_GDP 0,99571 0,37640
REER does not Granger Cause CAB 57 1,25301 0,29410
CAB does not Granger Cause REER 1,43147 0,24820
FB does not Granger Cause CPI 57 1,21879 0,30390
CPI does not Granger Cause FB 0,11294 0,89340
G_GDP does not Granger Cause CPI 57 1,31752 0,27660
CPI does not Granger Cause G_GDP 0,07305 0,92970
REER does not Granger Cause CPI 57 0,16903 0,84490
CPI does not Granger Cause REER 2,21851 0,11900
G_GDP does not Granger Cause FB 57 1,72534 0,18820
FB does not Granger Cause G_GDP 1,10316 0,33950
REER does not Granger Cause FB 57 1,02102 0,36730
FB does not Granger Cause REER 0,08479 0,91880
REER does not Granger Cause

G_GDP 57 2,47901 0,09370
G_GDP does not Granger Cause

REER 0,96397 0,38810

Source: Program Eviews 11

The study conducted a pair-wise Granger causality test in order to determine the
interrelationship of the variables. The test results can be seen in Table 4 The null hypothesis at
the 5% significance level was rejected in the event that Granger’s fiscal balance sheet affects
the current account balance. The same situation is in the case of the consumer price index
Granger affects the fiscal balance. The results also further suggest that the real change in the
Granger exchange rate also affects GDP growth when the zero hypothesis is rejected at the 10%
significance level.

4.5. Long-term causal relationship between variables

The analysis of the estimation of the structural parameters of the model is given in the following
table. By performing the first differentiation of the variables to eliminate the nonstationary
form, results describing the given relationship were obtained. The vector autoregressive model
(VAR) used shows a long-term cause-and-effect relationship between certain variables. The
results that indicate a long-term period are shown in Table 5. The long-run R-squared regression
coefficient of 0.4278 implies that 42.7% of the current account balance variation can be

10
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explained by independent variables of the budget account balance and price index in the long
run. The model as a whole is significant, as shown by an F statistic of 10.2 (p value = 0.000002).
the results indicate that the change in the budget balance has a negative and significant
relationship to the current account balance (Beta = -3.7107, p value = 0.0012). This means that
any reduction in the budget deficit by one unit improves the current account by 3.71 units.
Regarding the consumer price index, we can also state that the ratio is negative and significant
in relation to the current account balance. Namely, the reduction of prices for one unit
simultaneously improves the current account balance by 0.498 units.

Table 5: Results for the long term

Variable Coefficient Std. Error  t-Statistic Prob.
Intercept -36,166255 2,942914 12,289269 0,000000
FB -3,710734 1,094281 -3,391024 0,001295
GDP gr 0,047557 0,116602 0,407855 0,684964
CPI -0,498165 0,192959 -2,581713 0,012526
REER -0,797067 0,440979 -1,807493 0,076155
R Square 0,427844
Adjusted R Square 0,386233
Significance F 0,000002
F 10,281907

Source: Own calculation

4.6. Short-term relationship between variables

To correct the error in the model, the ratio will be calculated on a short-term basis. Namely, for
the analysis of the relationship between the current account balance and the state budget as well
as other determinants that were taken into account, a vector autoregressive model (VAR) was
also used, which indicates a short-term cause-and-effect relationship between variables. From
table 6 it can be seen that the regression coefficient shows that 50% of the variation of the
current account balance can be explained by the price index and changes in the real exchange
rate in the short run. Changes in the fiscal balance did not gain statistical significance as their p
value was above 0.05. F statistics in the case of a short-term relationship have no significant
value. Namely, only changes in prices and the real exchange rate lead to changes in the current
account balance. Since the changes have a negative relationship, this means that a reduction in
prices and the real exchange rate by one unit improves the current account deficit by 1.90744
and 1.4183 units, respectively.

Table 6: Results for the long term

Variable Coefficient Std. Error t-Statistic Prob.
Intercept 9.241907 6.222943 -1.485134 0.165593
FB 5.497217 2.730846 2.013009 0.069242
GDP gr -9.276552 6.036027 1.536864 0.152578
CPI -1.907447 0.805457 2.368155 0.037273
REER -1.418398 0.431929 3.283872 0.007284
R Square 0.506173
Adjusted R Square 0.326600
Significance F 0.078092
F 2.818755

Source: Own calculation

11
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5. CONCLUSION

The results of the research on the relationship between the current account balance on the one
hand and the fiscal balance, price index, GDP trends and changes in the real exchange rate on
the other hand show different influences according to the time period of observation. In the long
run, changes in the budget in terms of reducing the deficit affect the reduction of the current
account balance. Price changes also have a significant impact on the decline in the current
account deficit. In the short run, fiscal policy has a corresponding impact on changes in balance
of payments. However, the change in prices and the real exchange rate in the short term leads
to changes in the country's mud balance, as is the case with the long-term horizon. Thus, long-
term changes in fiscal policy may affect the improvement of the current account balance. Price
changes also have a noticeable intensity of action. Changes in the real exchange rate have a
certain significance only if it is a question of currencies outside the euro area, since the KM is
fixedly pegged to the Euro due to legal solutions. In that sense, the existing monetary policy in
Bosnia and Herzegovina does not have the possibility to change the real exchange rate.
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APPENDIX
Basic data on a quarterly basis for the period 2005-2019
Period CAB FB GDP gr CPI REER
-32,55 -1,88 2,63 -0,50 2,2
-62,50 -1,83 2,56 -0,70 3,82
-30,98 -1,78 2,50 -0,50 4,18
2005 -57,14 -1,74 2,44 1,70 2,71
-26,77 -1,79 -11,07 6,30 -2,04
-33,06 -1,47 21,49 6,10 -1,62
-34,74 -1,26 17,35 5,60 -1,16
2006 -40,49 -1,46 -14,19 6,40 1,19
-33,86 -1,36 -1,09 7,10 -0,14
-39,64 -1,19 14,42 6,50 111
-33,99 -1,03 14,92 6,60 2,08
2007 -43,72 -1,22 -15,32 10,70 0,04
-39,86 -1,32 1,70 14,10 -1,92
-44,67 -1,16 13,73 15,40 -1,08
-38,55 -1,02 13,66 16,60 0,34
2008 -41,89 -1,20 -14,47 16,80 -1,2
-29,40 -4,33 -6,22 15,90 -3,2
-30,60 -3,76 15,19 14,30 -0,57
-24,03 -3,35 12,34 15,00 -1,14
2009 -28,76 -3,89 -13,92 16,00 -1,8
-21,98 -2,50 -6,06 0,20 -2,13
-26,11 -2,19 13,82 -0,40 0,56
-26,41 -2,01 9,04 -0,50 0,26
2010 -29,79 -2,26 -10,85 0,70 -0,98
-25,86 -0,94 -5,59 3,50 -0,44
-28,19 -0,82 14,36 3,60 0,89
-26,98 -0,77 6,17 3,40 0,006
2011 -32,39 -0,86 -10,55 4,30 -0,74
-25,02 -2,20 0,10 5,90 3,8
-25,87 -2,04 0,20 5,70 2,31
-28,80 -2,07 0,30 5,20 1,28
2012 -27,60 -2,08 0,40 6,40 1,22
-21,51 -2,83 0,50 6,70 0,55
-21,32 -2,72 0,50 6,10 -0,67
-25,29 -2,73 0,60 5,00 -0,8
2013 -25,35 -2,80 0,60 5,00 -0,43
-22,36 -3,48 0,60 5,00 -1,44
-26,61 -3,43 0,60 4,70 -2,34
-28,81 -3,51 0,70 4,40 -2,57
2014 -28,45 -3,39 0,70 4,90 -3,54
-20,06 -3,63 0,70 4,40 -0,99
-23,94 -3,47 0,70 4,20 -4,08
-24,76 -3,49 0,60 3,00 -3,18
2015 -23,33 -3,46 0,70 3,10 -3,06
-18,71 -4,25 0,70 5,00 -2,66
-23,28 -4,10 0,80 4,70 -4,09
-22,05 -4,00 0,80 4,40 -4,9
2016 -22,45 -4,01 0,90 4,90 -4,72
-19,15 -3,47 0,80 4,40 -6,3
-23,29 -3,31 0,80 4,20 -7,1
-23,97 -3,23 0,80 3,00 -7,47
2017 -23,04 -3,27 0,70 3,10 -6,93
-19,66 -3,37 0,80 0,50 -0,68
-22,33 -3,22 0,80 -0,06 -1,41
-22,89 -3,17 0,80 -0,10 -1,26
2018 -18,58 -3,18 0,80 0,23 -0,97
-12,62 -2,80 0,7 1,50 -0,49
-23,53 -2,64 0,6 1,36 -2,22
-21,49 -2,53 0,5 0,46 -3,39
2019 -22,83 -2,65 0,3 1,40 -2,89

Source: Agency for Statistics of BiH, Ministry of Finance of RS and FBiH, Bulletin of the
Central Bank of BiH
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State budget balance and current account balance in Bosnia and Herzegovina, after the first
differentiation
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Trend in current account balances and price indices in Bosnia and Herzegovina after the first
differentiation
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Trend of current account balances and changes in GDP in Bosnia and Herzegovina after the
first differentiation
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ABSTRACT

TDK Corporation, a well-known multinational electronics company that originated in Japan,
has gone through a major business change - moving from household electronics to digital
technology and components for mobile devices and industrial automation. The company also
produces electronic materials, electronic components, recording and data storage media.
There is no question that we live in a rapidly changing, unpredictable, and uncertain world
where agility reflects a firm's set of capabilities to prosper and thrive in an unpredictable and
rapidly changing environment (Vinodh et al. 2012). This paper examines how TDK re-
engineered its talent operations to support its business model change during the Covid. The
primary goal of this paper is to show how organizations that focus on value creation, dynamic
capabilities, and strategic change may benefit from internal communications. As a secondary
aim, this paper aims to show how efficient and successful communication support cultural
alignment, increased employee engagement, and cultural confidence in the context of remote
working and alternative employment conditions.

Keywords: Talent, Organization, Globalization, Innovation, Transformation, Japan,
Technology, HR, International Relations

1. RESEARCH METHODOLOGY

Based on a real-world scenario, the study was conducted. Some of the researchers who
contributed to this study were actually present during this change management procedure
(Levine et al., 1980; Yin, 2003). Participants of a group or community are observed in order to
obtain an understanding of their society, often called "observing™ (Allen, 2017). Because of the
aforementioned, some writers might track several phases of the implementation process -
corporate misalignment, the many phases of decision-making choices such as shifting global
headquarters and talent operations to Germany, as well as the whole procedures of
organizational and cultural integration, with the eyes of in-house full-time team members, from
the start of the project until the end, in the context of remote working and social distancing
restrictions imposed by the Covid-19 global pandemic. Research Objects: TDK HR employees
in Japan and talent operations associates in Europe.
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2. BACKGROUND

TDK Corp. (Tokyo Denki Kagaku Kogyo, HU{ s L7 T.3£) TDK was created on December
7, 1935, in Tokyo. The firm started out by producing iron-based magnetic material ferrite and
has since expanded into the manufacture of magnetic tapes for use with compact cassette tapes
and videos. The firm boosted its operations by diversifying into blank CD-Rs and recordable
DVD discs. The tape and disc industry was sold to Imation Corporation in 2007, as the
worldwide electronics market was changing dramatically. Users of cassette tapes and CDs were
rapidly switching to streaming music on portable devices and utilizing new sorts of music and
video file playing technologies. The Global Financial Meltdown of 2008 had a significant
impact on electronics manufacturers in Japan, while worldwide digitalization put Japanese
firms into a thorny business innovation problem: grow, transform, or acquire new skills? In
2011, Sanyo Electric Co., Ltd. became a 100% owned unit of Panasonic, and in 2016, Sharp
Corporation was acquired by the Taiwan-based Foxconn Group. Someone else sees profit in
the situation, while someone else thinks it's an opportunity. As Toffler (1980) observed, violent
changes now striking our planet. TDK, in order to keep up with worldwide deep tech
movements, changed its business emphasis to Artificial Intelligence (Al) and the Internet of
Things (1oT) in 2015, while also utilizing its core technologies for the manufacture of industrial
sensors and semiconductors. The TDK CEO Shigenao Ishiguro signed off the move of the
company's Global Headquarters from Tokyo to Munich, with most executive directors being
required to hold dual positions - one in Japan and another in Europe. As of October 2019, under
10% of the global workforce at TDK was in Japan, while over 80% of the world's talent pool
had joined the company through various strategic mergers and acquisitions. Andreas Keller has
been implementing a series of policies and programs intended to modernize talent operations,
redefine corporate architecture, and globalize the pool of TDK talent as General Manager for
Global Human Resources with a dual assignment in Munich and Tokyo. Keller released a
Global HR Midterm Plan 2018-2020 before taking office, which includes key performance
indicators (KPIs) for each project. The goals include succession planning, defining global
competencies, creating a long-term sustainable global culture of inclusion and engagement,
upgrading talent management platforms, and raising awareness of international HR initiatives
that are aided by a digital talent management system that was implemented to enable and track
the integration of these activities. Keller went one step further, standardizing worldwide KPIs
in order to make it easier for local and global management to monitor and manage risk while
also improving resilience. “The objective isn't simply to tap into Japanese talent; we want to
use it from all over the world. We'll need to establish comparable platforms and definitions for
things like global competencies and evaluation criteria in order to do so,” Keller adds (2018).
After agreeing on a strategy for developing global talent operations standards and definitions,
the TDK group all around the world realized that creating and sustaining a worldwide culture
based on inclusiveness, participation, and value creation was a must. As a result, the firm's
development of an agile and culturally guided global communications infrastructure to support
this culture across the world became a top priority. The Covid-19 worldwide pandemic, which
struck in January 2020, disrupted Keller's plans to launch the worldwide competence program
and engage TDK Europe and TDK Japan personnel in utilizing cognitive technology and digital
platforms for cross-divisional and cross-geographical collaboration.

3. LITERATURE REVIEW

Value is generated by meeting and fulfilling people's needs in order to satisfy demand.
Corporates and academics alike have regarded value creation as a major business aim (Cicea et
al., 2015). Some economists believe that value should be created not only for shareholders but
for all stakeholders as well (Haksever et al. 2004; Harrison et al. 2010; Giosi et al. 2018); other
academics advocate for mutual stakeholder partnerships in which stakeholders are both
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recipients and co-creators of value in joint value creation situations (Freudenreich et al, 2020).
Superior user value, according to Gummerus (2013), leads to a competitive advantage.
However, despite the numerous definitions and scientific analyses brought forth in order to
define "value,” no comprehensive consensus has been reached among academics (Anokhina,
2014). Value is a complex topic, according to Hassan (2012), and it isn't simply about pricing,
quality, or location. It's drawn from the integration of various processes involved in how
different users perceive a collection of encounters. Some experts believe that a company's value
output may give insights into its performance (Cicea et al., 2015). Furthermore, committing to
corporate value creation sharing helps keep skilled employees (Altman et al., 2020). Internal
value, which is derived from the viewpoint of a shareholder, and external value, which is
derived from the viewpoint of a customer, are described by Bititci et al. (2004). Furthermore,
internal value implies that "value™ is created by organizational income and profit, which it then
converts into words. External value, on the other hand, refers to customers' and clients'
perceptions and understandings of "satisfaction™ in connection with the product, service, or
business model. Employee happiness is another option to evaluate internal value (in the case of
life science, pharmaceuticals, and healthcare organizations), which is influenced by knowledge
management strategies such as knowledge acquisition, sharing, and utilization. The majority of
writers presently acknowledge that value creation is increasingly reliant on or linked with
intangible assets (Kaplan, Norton, 2004). Intangibles are non-material qualities that aid in the
production of products or services, or that are expected to generate future economic benefits
for the entities or individuals who control their use. Eustance (2000:31) states that intangibles
are assets without physical existence, such as brand names and customer loyalty programs. An
intangible asset is a non-physical, identifiable asset without monetary value, according to Kirk
(2009). Intangible assets are recognized as a primary resource and driving force behind
company success and value creation (Oliner et al., 2008; O'Mahony, Vecchi, 2009; Surifiach,
Rosina, 2011; Holthausen, Zmijewski, 2018). Human capital, structural capital, and relational
capital are the three types of intangibles. (Serrat, 2017; Altman et al., 2020) They are highly
entangled, dependent on one another, and deliberately organized by managers and employees
in order to generate long-term value. Direct investments are made at the beginning of the
process in order to improve economic development (Cicea et al., 2015) and to promote both
intangible and tangible assets, all with the goal of increasing value creation in every business
or economy. In the context of remote working and digital value co-creation, people are more
inclined to learn from and train each other if customized learning and engagement platforms,
accessible across geographies on many linked devices, are made available across locations on
a variety of connected devices, readily available by anybody inside the company (Law et al.,
2019). Furthermore, cognitive technology-facilitated organizational culture integration by
enhancing the potential for cross-cultural communication and by automatically tearing down
organizational silos through the development of creative procedures (Vlad et al, 2019a).
Collaborative technology and visual communications are key enablers in improving an agile
organizational architecture that fosters the adaptation and utilization of collaboration
technology to support the maintenance and quick updating of corporate culture throughout
multidisciplinary teams (Vlad et al, 2019Db).

4. FROM HIERARCHY TO “WIREACHY” - CREATING A COLLABORATIVE
PLATFORM FOR GLOBAL INTERACTIONS

At the outset of 2020, as the TDK HR team was preparing to launch the recently created Global
Talent Competencies and assess talent development across borders, the worldwide epidemic of
Covid-19 struck with unforeseen limitations on international travel and face-to-face interview
assessments. Due to the sensitive nature of the talent evaluation meetings, most Japanese and
European CEOs believed that online alternatives were unworkable and proposed delaying

19



89t International Scientific Conference on Economic and Social Development —
"Economical, Agricultural and Legal Frameworks of Sustainable Development" — Novi Sad, 4-5 November, 2022

executive succession plans and the development of new talent pipelines. Nobody could have
predicted how long the turmoil would last or what the company's ultimate financial impact
would be, but Keller's team recommended aligning talent operators across the world on a set of
new rules, one of which was to de-centralize decision-making for people-related issues and
encourage each entity to adopt a "wireachy" mindset, as described by Husband (2014). By doing
that Keller wanted to understand, anticipate and adopt evolution of work, knowledge
transformation and organizational structures as they are moving from hierarchies to
wirearchies.

Figure 1: The Future in Continuous Transformation, JCE Japan Creative Enterprise Material
(2019)

Wireachy is defined as a dynamic two-way flow of power and authority, based on knowledge,
trust, credibility and a focus on results, enabled by interconnected people and technology
(Husband, 2014). Shifting to a more decentralized, connected way of doing business will not
only encourage faster information sharing throughout the company but will also enhance
personal accountability and promote cross-divisional cooperation and transfer of competencies.
It will also increase the need for cooperation, expand the amount of resources available and
make employees anticipate future. A survey of Japanese workers conducted by JCE Japan
Creative Enterprise in February 2020 found that less than 25% believed in independent, remote
working, and less than 20% thought that significant cross-geographical collaborations were
possible. This was due, in part, to cultural and linguistic differences. According to people
managers in Europe, corporate HR was being too invasive and there was no business-related
cause for talent information to be shared across geographies. People-related data could not be
shared because of the GDPR, and as a consequence, talent operators from all across Europe
were becoming increasingly hesitant to participate in global people operations or talent data-
sharing initiatives. Despite local resistance to cross-regional cooperation, Keller urged his
employees to consider a wide range of digital technology implementation in the light of future
barriers to international mobility and the necessity for talent development talks solely within
the digital realm. Talent managers were reluctant to do so, but they reluctantly examined SAP
SuccessFactors, UiPath RPA services, and IBM Your Learning, an intelligent learning
management system (LMS) powered by IBM Watson artificial intelligence (Al), allowing
workers to access personalized learning content based on their interests and goals. The Covid-
19 epidemic, which began in late February 2020, has brought further restrictions to global
travel. TDK announced on March 26, 2020, that all international business trips would be put on
hold until further notice.
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On April 4, 2020, TDK Europe and Japan committed to using Successfactors, RPA, Your
Learning, and other digital talent management systems as well as learning and development
platforms in both Europe and Japan.

4.1. Organizational Impact

Keller adopted a three-pillar strategy to change in order to expedite the introduction of new
technology across borders. He recognized the importance of investing in re-skilling talent
worldwide and creating a collaborative culture throughout the company, assisting workers in
developing technical expertise to make the most of the new cognitive technology. Keller
decided to rely not just on technology, but also on human talent in order to encourage global
dexterity and cultivate a collaborative mindset throughout the company. He stimulated
intellectual curiosity among employees by encouraging them to pursue mastery of their chosen
subject areas with Emotional Intelligence and Cultural Intelligence (CQ).

Skilling — Re-skilling — Up-skilling

Global Dexterity Emotional Cultural
Intelligence (EQ) Intelligence (CQ)

& ©

Clarify what skills managers

and leaders need for Facilitate needed advances Learn how to collaborate

developing and deploying in engagement, attention effectively, understanding

business models, mission and identity management, and respecting various

statements, and roadmaps focusing on empathy and cultures, behavior patterns,

internationally employee centricity and concepts of ethics and
value

Figure 2: Skilling, Re-Skilling, Up-Skilling, JCE Japan Creative Enterprise Material (2020)

Through the adoption of intelligent learning platforms, TKD offered employees the opportunity
to access professional learning material aligned not only with their own transformational goals,
but also with their own individual interests and aspirations. Thus, TDK employees in Europe
and Japan were offered the opportunity to familiarize themselves with the newly adopted
technology at their own pace, on a device and location of their own choice.

4.2. Remote Work and the New Normal

Although the notion of remote working was relatively new to Japanese business prior to the
Covid-19 epidemic, most firms have utilized and tested various collaboration technologies such
as video conferencing platforms and numerous automated solutions in the last year. During the
third year of the pandemic, TDK employees were hesitant to use digital collaborative
technologies at first; however, prolonged remote working situations influenced employee
mindsets and behavior, resulting in digital dexterity and collaborative literacy. They would
want to continue working remotely at least for a certain amount of their time, and they would
be interested in exploring different employment possibilities after the end of the pandemic.
Concerns have been raised about psychological health and social isolation, as a result of a
lengthy remote working arrangement. Globally, over one-third of all employers will take steps
to provide employees with a feeling of community, connection, and belonging through digital
technologies in order to address the well-being issues presented by the move to remote work
(World Economic Forum, 2020.)
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The results of a second pulse survey completed in December 2020 showed that 65% of the staff
population was in favor of independent, remote working without expecting detailed instructions
from their manager. Significant cross-geographical collaborations were viewed as possible by
78% of those polled globally, while 83% thought the new way of working was more appropriate
for their living circumstances. When asked whether they would consider going back to the
workplace full-time in 2021 as part of an individual interviews conducted in Japan and Europe,
88 percent of respondents said they would not. The participants also showed interest in a mixed
workstyle that allows them to pick and choose between corporate office space and remote
working choices based on business need, client requirements, and personal circumstances.

5. CONCLUSIONS

1) Even though cognitive technology's advantages in talent operations are apparent, a lack of
knowledge, fear of change, and need for reskilling prevent it from being implemented.

2) The unforeseen need for cooperation, which arrived with the Covid-19 epidemic from
overseas, hastened the adoption of digital technology in a variety of business operations.

3) MNCs from Japan may benefit from utilizing cognitive technology to speed up global talent
management and develop cross-regional engagement.

4) Personalized learning platforms give multi-device learning possibilities to employees,
fostering their intellectual curiosity and changing the way they learn.

5) After the Covid-19 pandemic, remote working and alternative employment options will
most likely continue and develop. Businesses will need to establish new working
arrangements in order for their operations to operate at optimal efficiency after the Covid-
19 epidemic.
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ABSTRACT

In the past, thanks to the industrial revolutions (1st-3rd), we got various inventions that made
life easier for humanity. It is the same now. All countries in the world are affected by the fourth
industrial revolution (Industr 4.0), which originated in 2011 in Germany. Industry 4.0 consists
of several elements that positively and negatively affect the working and personal life of people.
On the one hand, Industry 4.0 simplifies business processes, facilitates the work of employees,
and increases the company's performance and the country. But on the other hand, there is a
significant change in the labour market when the requirements for job applicants change. IT
skills, creativity and analytical thinking come to the fore, for example skills that digital
technologies do not possess. While the fourth industrial revolution is focused on new
technologies and digitization and their implementation in business processes or public services,
the net fifth industrial revolution (Industry 5.0) represents a shift from technology back to a
person. The emphasis is on sustainability and resistance to change. We use element scientific
methods in the article - analysis, synthesis, comparison, induction and deduction. The article
aims to provide the element characteristics of the concepts of Industry 4.0 and Industry 5.0,
based on the analysis of foreign scientific works, to identify their benefits for the future
functioning of enterprises, as well as their common features and crucial differences.
Keywords: Industry 4.0, Industry 5.0, Technologies, Human, Sustainability, Resilience
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1. INTRODUCTION

Industry 4.0 emerged gradually in chronological order. The beginning was the first industrial
revolution taking place in the period from 1760 to about 1820-1840 (Wrigley, 2018). It was
characterized by the use of steam power and mechanical production. The first industrial
revolution developed the field of textile production, iron industry, glass industry, agriculture,
chemicals, transport, mining and others (Vinitha et al., 2020). The so-called second industrial
revolution industrialization (Industry 2.0) was built on the first and started in the late 19th
century and early 20th century (Hull, 1999). It brought with it mass production with the help of
developed machine tools. This revolution also used new technologies at the time, such as
electricity, telephones, gas, internal combustion engine, railway networks, water supply,
sewerage and telegraph (Vinitha et al., 2020). Industry 3.0 began in the 1970s with the use of
automation through computers, and later industrial robots were incorporated into the practice.
This advantage was highly valued in engineering, for example, due to its efficiency and
reliability. The disadvantage was that the human factor took a backseat to machines which were
reflected in the increased unemployment rate (Vinitha et al., 2020). Industry 4.0 was first
presented in 2011 at a trade fair in the German city of Hannover (Polat, Erkollar, 2020). It is
also called the fourth industrial revolution, which brought advanced developments in
technology. With the use of the Internet of Things, the cost of using cables and wires has been
significantly reduced in the company, which has brought control to the cloud system in
enterprises (Rojko, 2017). A cyber-physical system was developed, which represented the
interconnection of all systems through machine learning technology and cloud computing
(Grieco et al., 2017). Breque et al. (2021) stated that Industry 4.0 emerged as a chronological
continuation of its predecessors. However, Industry 5.0 is not a direct successor to Industry 4.0.
Shortly after companies decided to adopt Industry 4.0, the concept of Industry 5.0 emerged,
which is future-oriented, complements and extends the typical features of the fourth industrial
revolution, but is characterized as a different type of industrial revolution. The article aims to
provide the element characteristics of the concepts of Industry 4.0 and Industry 5.0 based on
the analysis of foreign scientific works to identify their benefits for the future functioning of
enterprises, their common features and main differences.

2. LITERATURE REVIEW

2.1. Industry 4.0

The fourth industrial revolution brought with its several principles by which it can be
characterized. It is about taking into account connectivity, decentralized decision-making,
technical assistance, information transparency, touch operability, human factor, intelligence,
technology, organization and perception of production (Carias et al., 2021). The essence of
Industry 4.0 is an autonomous system that is used by technology such as artificial intelligence
that brings decision-making capability. Even though it thinks about the good of consumers, it
abstracts from the human factor. It is the emergence of cybernetic-physical systems, that serve
to connect production equipment using the Internet of Things, cooperating robots and artificial
intelligence (Polat, Erkollar, 2020). The initiative of Industry 4.0 is, thus, manifested in the
principle of ensuring cyber security, safely used and shared data, and reliable communication
between the company and its surroundings (Xu et al., 2021). Enterprises that use 4.0
technologies are starting with a modular system, which means that production machines
communicate via the Internet, so they work without human assistance. Thus, processes can be
controlled virtually, and, thus, businesses become intelligent. On the one hand, it has the effect
of reducing the time required and costs. But on the other hand, increasing productivity and
improving the performance of the company (Polat, Karakus, 2019). Industry 4.0 consists of
many elements and technologies.

25



89t International Scientific Conference on Economic and Social Development —
"Economical, Agricultural and Legal Frameworks of Sustainable Development" — Novi Sad, 4-5 November, 2022

It is, for example, Business Intelligence, artificial intelligence, digitalization, robotics, virtual
reality, Big Data, cloud computing, etc. When the technology is used in the manufacturing
industry, it is the Internet of Things (l1oT), similarly, when it is used in the service sector, it is
called the Internet of Services (10S). It is beneficial to be able to use services in one network
managed from a centralized system. On the one hand, this contributes positively to the
autonomy of companies, but on the other hand, it brings several threats. It is mainly about
security, which is disrupted by cyber attacks (Polat, Karakus, 2019). Therefore, the element
condition of the fourth industrial revolution is an accessible Internet, which enables the very
modest connection of billions of people in a globalized environment. Storage capacities are
increasing, and the size of the carriers is getting smaller and smaller. There is a lot of data
available. Cyber-physical systems are the basis for 10T and, together with the Internet, form the
basis of Industry 4.0. 10T, in turn, represents the principle according to which the majority of
things in the common network should work in the future. 10S represents an infrastructure that
uses the Internet as a medium for offering services, such as Amazon (CEO Forum, 2021).
Authors such as Xu, Lu, then Li and Kim were the pioneers in the development of Industry 4.0.
The Internet of Things was first addressed by Xu, who described the transition from radio
frequency identification to wireless sensor networks. Lu and Li analyzed the present trends in
Industry 4.0, which they also applied to the modernization of Chinese industry under the name
of the "Made-in-China 2025" project. Kim was focused on cybernetics and IT trends. Zhang
and Chen followed it up with new elements, namely Blockchain and business analytics
(Zarzuelo, 2021). Elements of Industry 4.0 are used in building smart and sustainable cities.
According to Thaver (2019), whose subject of interest was the "Smart Port City" concept,
Industry 4.0 techniques were also applied in Barcelona and Hamburg to build smart cities.
Smart lighting, buses and bus stop, intelligent solutions for water and parking were placed in
cities, and smart waste management was also promoted. These smart solutions bring their
benefits transformed into lower costs, higher revenues, more satisfied citizens and an increase
in the employment rate. An interesting project focused on the connectivity of sensors and
cameras, the use of the Internet of Things and the development of Wi-Fi around the port took
place in Rotterdam as well. Technologies of the Internet of Things, cloud and fog computers
and Big Data technologies as elements of Industry 4.0 can also be provided in the field of
healthcare, based on which Healthcare 4.0 was also created. This revolution radically changes
the health services and products provided. Today we can see the results of the fourth industrial
revolution in the health sector using, e. g. smart cards, robots, smart and mobile phones, sensors,
etc. The quality and availability of medical software applications have also increased. the
creation of new biology of each person, groups of patients are no longer grouped into treatment
groups, which brought its benefits in the form of a reduction in the number of hospitalized
patients, a reduction in the size of the healthcare budget, and the consumption of inappropriate
or unnecessary drugs was also minimized (Aceto et al., 2020). Businesses are aware of every
fourth industrial revolution but are still afraid to invest because of the possible risks. Risks and
barriers limiting companies from investing in Industry 4.0 technologies include, for example,
an unstable situation and the related possible crisis with limited financial resources, big
problems with investment data security, gaps in knowledge about Industry 4.0, IT skills,
difficulties in training the workforce, qualified with the necessary skills and other components
of their human capital, as well as the willingness to learn and many others. The governments of
individual countries should support businesses to invest in 4.0 technologies, as without
government support there is a risk of widening the economic gap. From the point of view of
businesses, it is the same that they may lose competitiveness in the market. In terms of the
application of Industry 4.0 technologies, several surveys have confirmed that small businesses
in their Internet of Things business, medium-sized enterprises Big Data and large enterprises
have cyber security.
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The least applied technology in small businesses is 3D printing and medium and large
businesses autonomous robots (Ylksel, 2020). The elements and technologies of Industry 4.0
bring several benefits, such as reducing costs, increasing the efficiency of business processes,
increasing performance, competitiveness in the market and the final consequences and
increasing the value of enterprises for their interested groups (DuriSova et al., 2021). Important
is that we get the maximum benefit from this progress and abstract from the latest influences,
that is, learn to work with them.

2.2. Industry 5.0

Industry 5.0 was defined in Japan in 2016 and is still a question of the future. Industry 5.0 is a
next-level industrialization model characterized by the return of labour to factories, distributed
manufacturing, intelligent supply chains, and hyper-customization, all aimed at providing
tailored customer experiences (Zuthi, 2019). The step forward is mainly the direction toward a
sustainable, human-centred and resilient industry (Polat, Erkollar, 2020). From the above, it
follows that three elemental pillars are typical for Industry 5.0, namely focuses on people,
sustainability and resilience. A basis is a human-centred approach. It means using technology
to adapt the production process according to the needs of the employee, it also includes his
management and education. It is required that the use of new technologies does not interfere
with the fundamental rights of employees, such as the right to privacy, autonomy and human
dignity. For the industry to respect the limits of the planet, it must be sustainable. It is necessary
to develop circular processes that reuse, reassess, and recycle natural resources, and reduce
waste and its negative impact on the environment. Resilience refers to the ability to flexibly
cope with change. Globalized value chains and markets are increasingly susceptible to
disruptive change. By being resilient in itself, an industry can significantly contribute to the
resilience of the whole society and ensure that production is sustained and workers can continue
to work (Breque et al., 2021). In this context, it is necessary to set up strategies that are not
primarily aimed at achieving the company's profit and creating value not only for shareholders,
but also at increasing value and prosperity for all its stakeholders. The fact that Industry 5.0 is
focused on people is that it supports their talent, strengthens their position in society, and thus
forces them to lifelong learning. It has a very good effect on the economic maturity of the
society, thereby increasing the gross domestic product (GDP) of the country. Industry 5.0 is
also resilient and flexible to adapt to new technologies. The main change compared to other
industrial revolutions is sustainability, which emphasizes the importance of respecting the
ecology and the limits of our planet (I-Scoop, 2021). The production of enterprises is constantly
on the rise, therefore Industry 5.0 must respect planetary boundaries. Sustainability, as one of
the values of Industry 5.0, is thus ensured by a form of circular economy, which leads to the
efficient use of resources. In the event of a crisis due to geopolitical changes or natural
emergencies, the value of resilience is also in the foreground, which tries to protect industrial
production in unexpected situations (Xu et al., 2021). The fifth industrial revolution focuses
mainly on the sustainable, flexible industry, where people come to the centre of events. It can
be concluded that Industry 5.0 provides a solution for people and our planet. It may seem that
Industry 5.0 is just a reflection of the unceasing trend to be greener, both as a company and as
a business. However, the industry's driving forces are not new, just adapted to modern fast-
paced lifestyles (I-Scoop, online). Industry 5.0 builds on the technologies of Industry 4.0, such
as digitization, Big Data and artificial intelligence, emphasizing the role that these technologies
can play in solving new, emerging requirements in the social and environmental fields. The
requirement is that the deployment of new technologies adapts to the worker and not the other
way around. It is about using technology for circularity and sustainability (Breque et al., 2021).
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Figure 1: Industry 5.0 as problem-solver
(Source: own processing)

Therefore, businesses should think about implementing these ideas and modern technologies.
The advantages (Figure 1) are that costs are reduced, as resources begin to be used efficiently.
Employees become skilled, remain in control of the business and achieve a certain authority
within their profession. It is exactly what leads to competitiveness, which attracts as many
talented people as possible to the company. And this will also increase interest in lifelong
learning and striving to be the best, not easily replaceable. Developing new skills will increase
competitiveness in new markets and improve well-being and safety in the workplace (European
Commission, 2021). Technologies based on the fifth industrial revolution have already brought
with them several complementary concepts, such as Hospitality 5.0 or Society 5.0.
Technologies are welcomed not only by doctors, who can better focus on critically infected
patients with Covid-19 disease, as a result of which they can more reliably define treatment but
also by the loss of medical students, for whom technology facilitates the acquisition of
necessary medical training during the pandemic (Avoid et al ., 2020). Industry 5.0 also affected
the catering and accommaodation sector during the pandemic. The time when increased hygiene
is taken care of, and the hygiene of establishments where a lot of people are changing, required
the application of elements of the fifth industrial revolution, which at the same time increased
the competitiveness between hotels and restaurants. The task of Hospitality 5.0 technologies
was to ensure more effective safety, cleanliness and hygiene on the customer's journey using
contactless technologies. Technologies are meant to help employees focus on more important
things while general cleaning duties shift to visual monitoring of disinfection stations (Pitrelli,
2020). Another example of the use of Hospitality 5.0 technologies is when cooking robots
complete tasks, while the chefs themselves can devote the saved time to developing new recipes
and menus, sensory evaluation, meeting specific customer requirements, and so on (Park et al.,
2017). As one of the leading technological nations in the world, Japan strongly supports
Industry 5.0 by defining its goal as the use of advanced technology for the benefit of society.
As Japan has a large number of elderly people in its population and frequent natural disasters,
by applying the characteristics of Society 5.0, it tries to prevent population decline, enable
solutions to facilitate and improve the living conditions of the elderly, create a sustainable
environment and carry out its activities for the benefit of society using technology. As a result
of fulfilling the set goals, Japan will ensure a better quality of life for its population (Ozdestici,
2019; Harayama, 2017; Federation, 2016).
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3. METHODOLOGY

Several scientific methods were used in the article, especially a systematic review of the
literature, which includes the analysis of professional articles, the synthesis of acquired
knowledge but also induction and deduction, which were necessary for the formation of
conclusions. The article aims to provide the element characteristics of the concepts of Industry
4.0 and Industry 5.0, based on the analysis of foreign scientific works, to identify their benefits
for the future functioning of enterprises, as well as their common features and crucial
differences.

4. RESULTS

4.1. Common features of Industry 4.0 and Industry 5.0

From the analysis of various foreign literature, we found out not only what distinguishes
Industry 4.0 and 5.0 but also their common features. We can also indentify their common
parameters (Figure 2) through the relationship between Industry 4.0 and complementary
concepts to Industry 5.0, e. g. through Society 5.0. It goes, for example, o Big Data, artificial
intelligence, 10T, cloud computing and the person himself, who cooperates with these systems
and is of course influenced by them (Polat, Erkollar, 2020).

ARTIFICIAL
INTELLIGENCE

INDUSTRY 4.0 and
INDUSTRY 5.0

Cloud computing

Figure 2: Common features of Industry 4.0 and Industry 5.0
(Source: own processing according to I-SCOOP, 2021)

According to Polat and Erkollar (2020), the present age is so advanced that information is
everywhere around us. They accumulate in our smartphones, cars, production machines and
other devices through sensors, such as location sensors, and temperature or humidity
measurements. Big Data is created at the moment the acquired data is transferred to the
computer. These are characterized by the necessary cloud system, scalability, automatic
processing and use in production, consumption or mobiles. In production operations, data is
received from machines, and thus industrial Big Data is created. With the help of artificial
intelligence, the data is processed so, that it is usable for the desired purposes. A new generation
of the industrial revolution is being created here. Even Society 5.0 uses the collected digital
data, creating the so-called social Big Data.
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When machines can make their own decisions, solve problems, and act thanks to programmed
algorithms and calculations, unlike machines that need to be given commands by humans. Then,
we can talk about artificial intelligence. Artificial intelligence can be applied in various fields.
Industry 4.0 is used in intelligent production. Society 5.0 plans to create a new artificial
intelligence that will work for the benefit of the community by using raw data in digital media
through various applications. In both, Industry 4.0 and Society 5.0, the last but not least
common parameter, the Internet of Things, is used. 10T is used to secure a global network to
communicate with every object on the network. It also supplies devices and sensors necessary
for object communication, and by combining these two things, participates in the creation of
new business and market opportunities. Using the infrastructure of the Internet of Things, it is
possible to create smart factories and companies. The goal of cloud computing or cloud
computers is to focus on storing big data in a virtual environment called the cloud. It also
enables the continuous availability of big data to its users. As Industry 4.0 uses the global
Internet infrastructure to provide data and services to the objects around it, the importance of
cloud computing is great. Even Society 5.0 actively uses and needs cloud computing if it wants
to provide the highest quality services for communities and the environment. Thanks to cloud
services, it is possible to store collected digital data for future use. Ultimately, the common
feature of Industry 4.0 and Industry 5.0 is a person who is greatly influenced by the development
of technology. Although Industry 4.0 focuses on the production and consumption of a more
specific sector, consumers have the opportunity to obtain products in a shorter time, with lower
costs and greater satisfaction. Industry 5.0 focuses on all people, offering a personalized
approach according to their needs. A common feature is that both revolutions need qualified
employees.

4.2. ldentified differences between Industry 4.0 and Industry 5.0

Industry 4.0 makes large services to the enterprise, while Industry 5.0 integrates cyber and
physical systems for individual or joint use, creating services for humanity (Polat, Erkollar,
2020). Both concepts contain both positive and negative aspects, from which it is necessary to
abstract and extract as much as possible from them for the progress of humanity as such. The
industrial sector can be at the forefront of such developments, such as its access to advanced
technologies and the availability of high investments for the implementation and
experimentation of new ideas. The concept is centred around the integration of information
technology with truly close connectivity in businesses. Individual definitions of products,
services and various solutions are developing in Industry 5.0, which is characterized by the era
of experience (Zutshi, 2019). In Industry 5.0, customer aspirations will drive market interests
toward hyper-customer customization. Individual products will more and more resemble the
customer's requirements, and thus will be manufactured according to their wishes. However,
for such customization to occur, manufacturers will have robotic smart factories located
globally around the world to be able to mass produce the basic product design. The semi-
finished products will then be sent to local factories, where they will be completed by hand to
the final product stage. The supply chain will become responsive and will result in changes in
existing jobs. However, new jobs associated with data monitoring and control will be created.
Machine maintenance and quality assurance will be combined, and thus an external worker will
not be needed to perform these services (Zutshi, 2019). It is also confirmed by Rossi (2020),
according to whom Industry 4.0 leads to Industry 5.0 when it allows customers to customize
the product according to their wishes. If the entrepreneur has the right technology, he can adapt
the product to the end customer based on online communication through various configurators
(Lizbetinova et al., 2019). It can go about a passenger car, where hundreds of different variables
can be selected, not only colours, headlights and interior accessories, and several other
applications. Industry 5.0 takes the concept of personalization to a higher level.

30



89t International Scientific Conference on Economic and Social Development —
"Economical, Agricultural and Legal Frameworks of Sustainable Development" — Novi Sad, 4-5 November, 2022

INDUSTRY 4.0

wery
L QeI
= qome _—
= on custot
5 ¥ - @t :
: - : 0&\\‘
Focus on connecting devices "‘sﬁl ¥
5 o
1\ _
R :
, WG \/
e S0 - \
. 5 cy’%"";’f} 7 \’\\'\\b\ - =g \
Mass customization ;fi\\ |
. e
; R
chat
: o\
v AgpOon® —
Smart supply chain LR REE
= C b / C Sy -
x Jga e ]
e
7 = —E\C“\ A\L
— el A4S
2 pet® oduc
. AP e
Smart products plerat== :
J _—rohe
) 110
— getul!
& 1 oot forc®’
P Labt
; = 5 ; S o
Labor force away from factories 1 facl
W 3

INDUSTRY 5.0

Figure 3: Industry 4.0 compared with Inudstry 5.0
(Source: own processing according to Zutshi, 2021)

While Industry 4.0 focused on connecting devices, mass customization of customer
requirements, intelligent supply chain, intelligent products, and so power away from the
factory, Industry 5.0 focuses on order delivery, hyper customization of their interest, supply
chain adaptable to current customers, experiences actively interactive products and especially
for the return of labour to the factories with an appeal to its increasing labour output (Figure 3).
The main differences that emerged from the analysis of other foreign database publications are
that Industry 4.0 is focused collectively on customers and employees, while Industry 5.0 pays
attention to the individual requirements of customers and employees and their lifestyles. In the
foreground, however, is the interest of the entire company. The purpose of Industry 4.0 is
commercial, while in 5.0 it is public. In the case of Industry 4.0, there is less focus on social
value and sustainability, but with Industry 5.0 there is respect for planetary boundaries. The
goal of Industry 4.0 is to increase the efficiency of production, and Industry 5.0 is to support
industry, and services for humanity and the planet. While Industry 4.0 is focused on creating
value for shareholders, Industry 5.0 is oriented toward creating value for all interested groups
(Table 1).
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SIGN INDUSTRY 4.0 INDUSTRY 5.0

ORIGIN AND
YEAR Germany/ 2011 Japan/ 2016

the manufacturing sector, including

MAIN DOMAIN the whole society and their lifestyles
customers and employees
ACCESS holistic individually for the customer
PURPOSE commercial public
PEOPLE partially engaged mostly engaged
SUSTAINABILITY low focus respecting planetary boundaries
focus on digitalization and focus on the importance of research
R&D . X
technology and innovation
THE GOAL increase in production efficiency inudstry support, service to

humanity and the planet
PROPULSION technologies values
production and consuption of a
COVIERAEIZ specific sector
Table 1: The main differences between Industry 4.0 and Industry 5.0
(Source: own processing according to Polat, Erkollar, 2020)

all people

The result of the comparison is the conclusion that the ideas of both concepts spread relatively
quickly among mainly developed countries as a result of globalization. Both can influence
people in specific areas with a new social structure. However, the concept that will significantly
affect people's way of life, the social aspect of the country and the structure of society are
Industry 5.0 and the complementary concept of Society 5.0.

5. CONCLUSION

The current approach of operating businesses based solely on profit is increasingly
unsustainable. In a globalized world, a narrow focus on profit does not properly consider
environmental and social costs and benefits. For the industry to become a provider of real
prosperity, the definition of its true purpose must include social, environmental and societal
aspects. It includes responsible innovation, not only primarily aimed at increasing cost
efficiency or maximizing profit but also at increasing value for all stakeholders, such as
investors, employees, consumers, suppliers, society, and so on. While the fourth industrial
revolution (Industry 4.0) is focused on connecting devices, data analytics and artificial
intelligence technologies to further automate processes, the fifth industrial revolution (Industry
5.0) is focused on cooperation between man and machine. It is advantageous because human
intelligence works in harmony with cognitive computers.

Figure following on the next page
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By returning labor to factories, workers become more qualified to perform tasks. It will add

value to manufacturing as such, leading to mass customization and personalization for
customers (Figure 4). This fact will require employees to train and acquire more diverse skills

for the given job position.
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ABSTRACT

Today's tourism is becoming increasingly socially responsible and accessible to all types of
tourist demand, from younger generations, gray-haired tourists to vulnerable groups. All
megatrends point to these facts. Social responsibility in the form of accessible tourism is of
extreme importance for the development of certain tourist destinations and areas. Tourist offer
needs to be adjusted to people with disabilities, who are part of the tourist demand. Accessible
infrastructure, multidisciplinary approach to the guest and understanding of all stakeholders
in tourism towards vulnerable groups are important factors in creating a specific tourist offer.
Considering that tourist communication is based on direct access to the guest, it is necessary
to use different methods and tools to approach people with disabilities. In terms of the necessary
adaptation of tourism content for people with disabilities, the aim of the paper is to show the
extent to which there are tools for easier interpretation of the content within the national parks
in the Republic of Croatia. Empirical research is focused on the identification and analysis of
the existence of: adapted websites for people with visual impairments, parking spaces for the
disabled, lines for easier orientation, tactile digital sensors, adapted mobile applications, audio
descriptions at locations, adapted sanitary facilities and other. The research instrument was an
in-depth interview, and the research was conducted on a convenience sample consisting of
directors of Croatian national parks. The contribution of the work is reflected in the
presentation of the current state of equipment of the national parks for the needs of the
development of accessible tourism.

Keywords: accessible tourism, people with disabilities, national parks

1. INTRODUCTION

According to the latest Report of the Croatian Institute of Public Health (2021), almost 600,000
people with disabilities live in the Republic of Croatia, which is about 14.4% of the total
population. In order to create an insight into the extent to which these segments are involved in
tourism, an empirical study was conducted on a sample of six National Parks in the Republic
of Croatia. In addition to the empirical work, the paper presents the terminology of accessible
tourism, from its definition to current findings in the form of certain barriers. Possible solutions
are given for the barriers.

2. ACCESSIBLE TOURISM

Studying the available scientific and professional terminology, numerous definitions of
accessible tourism can be noted, which indicates that there is no generally accepted terminology
for this term.
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In the following Table 1, several definitions of accessible tourism are presented, which have in
common the mention of the necessary mobility of tourism consumers in this form of tourism.

Author/s Year/page Definition
Darcy & | 2009/p. 33 Accessible tourism is a form of tourism that enables people
Dickson with different access requirements in terms of mobility, vision,

hearing, and cognitive dimensions to function independently,
equally and with dignity when using universally designed
products, services, and environments in tourism. This
definition includes people with permanent or temporary
disabilities, the elderly, families with small children and those
working in socially sustainable designed environments.
UNESCAP | 2009 Accessible tourism is also known as "accessible tourism",
"universal tourism", “inclusive tourism", "and in some
countries such as Japan, "barrier-free tourism". Accessible
tourism is tourism and travel that is accessible to all persons,
including persons with disabilities, including persons with
difficulties with movement, hearing, sight, psychosocial or
intellectual disabilities, as well as elderly persons and persons
with temporary disabilities.

Miller, 2010 Accessible tourism is constantly ensuring the availability of
Vandome & tourist destinations, products and services to all people,
McBrewster regardless of their physical limitations, disability or age. It

includes tourist sites in public and private ownership.
Accessibility improvements are not only beneficial for people
with permanent physical disabilities, but also for parents with
small children, the elderly, people with temporary injuries
such as a broken leg, and their companions.

Nursanty, 2013/p. 9 Accessible tourism is a form of tourism that involves a
Anwar & collaborative process between stakeholders that enables
Mohamadi people with access requirements, including mobility, vision,

hearing and cognitive dimensions of access, to function
independently, fairly and with dignity through the delivery of
universally designed tourism products, services and
environments.

Komnes, 2018/p. 258 The term accessible tourism refers to destinations that develop

Tankovi¢ & a tourism offer that is accessible, i.e., accessible to all people,

Kletecki adapted to children, the elderly, the sick and persons with
special needs, regardless of physical limitations, disability or
age.

Catela 2020 Inclusive tourism is a segment of tourism accessible to

everyone whose task is to create an environment in which all
tourist destinations, products and services are accessible to
everyone in order to enable mobile, visual, auditory and
mental accessibility so that all users of tourism services can
act independently, equally and with dignity on the tourism
market.

Table 1: Defining accessible tourism
(Source: authors)

From the above definitions, it can be established that accessible tourism is a form of tourism

that implies respect for the needs of all tourists, regardless of the degree of mobility and
cognitive abilities, in a dignified and just manner.
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According to the Act on the Croatian Register of Persons with Disabilities (Zakon o hrvatskom
registru o osobama s invaliditetom) (NN 64/01) (Official Gazette 64/01), persons with
disabilities are persons who have a "permanent limitation, reduction or loss of the ability to
perform some physical activity or mental function appropriate for their age, resulting from
health impairment” (https: //www.zakon.hr/z/1293/Zakon-o-Hrvatskom-registru-o-osobama-s-
invaliditetom, 03/02/2022). On the basis of the Spatial Planning and Construction Act (Official
Gazette 50/12), the Ordinance on Ensuring the Accessibility of buildings for Persons with
Disabilities and Reduced Mobility (Official Gazette 78/2013) was adopted. Within the
Ordinance (Official Gazette 78/2013), a person with a disability is defined as "a person with
permanent or temporary physical, mental, intellectual and/or sensory impairments, which, in
interaction with various obstacles in space, may prevent their participation in society on an
equal basis" (https://narodne-novine.nn.hr/clanci/sluzbeni/2013_06 78 1615.html, 03/02/
2022). People who require special access include people with disabilities, the elderly, people
with chronic health problems, people with acute illnesses, and parents with small children
(Catela, 2020). Given that according to estimates there are more than two billion people with
disabilities, together with their spouses, caregivers, and children at the global level, it is
important to make tourism more accessible for everyone. This untapped market faces a number
of challenges every day such as: "uneducated professional staff qualified to provide information
and advice on accessibility issues, inaccessible booking services and related websites that
aggregate services accessible to people with disabilities, lack of accessible airports and transfer
facilities and services, unavailability of adapted and accessible hotel rooms, restaurants, shops,
toilets and public places, inaccessible streets and transport services, and the lack of available
information about facilities, services, equipment rental and tourist attractions suitable for people
with disabilities" (https://www.litto.agency/news-from-tourism-and-guides-for-renters/access
ible-tourism-as-a-generator-of-added-value, 02.03.2022). Further discussion on barriers,
challenges and possible solutions is presented in the following chapter.

3. CURRENT KNOWLEDGE ON ACCESSIBLE TOURISM

Accessible tourism is viewed as tourism that creates added value, while people with disabilities
are viewed as loyal customers (Nursanty, Anwar, & Mohamadi, 2013). In order for a certain
destination to gain loyal customers, it is necessary to see what the preferences of these segments
are and how they decide to travel. The research of Stilling Blichfeldt and Nicolaisen (2015) was
conducted with the purpose of determining the impact on decision-making on tourism travel
among people with disabilities. The research shows that various associations for people with
disabilities have a key role in determining whether and how an individual will take on the role
of a tourist; that people with disabilities decide to travel in order to be freed from the role of
"objects of care”, in order to more successfully overcome doubt in themselves and built self-
confidence, and that the very process of making a decision about a trip is more complex for
them than for other tourists, although this complexity decreases with more frequent travelling
and gained experience. As mentioned earlier, there are certain barriers to the development of
accessible tourism. In their paper, Stumbo and Pegg (2005) provide an overview of certain
barriers in the provision of tourism services to persons with disabilities and propose many
solutions for removing barriers in terms of: information and marketing resources, attitudes of
staff/workers in tourism, transportation, accommodation, and attractions. As concerns
attractions, the authors mention architectural and ecological barriers. For the aforementioned
they offer several solutions, but they focus the most attention on the availability of as much
information as possible by tourist workers, websites, brochures and the like. Furthermore, based
on the conclusion of the Asia-Pacific Conference on Tourism (2000), for persons with
disabilities it is stated that for the development of barrier-free tourism it is necessary to do the
following: better acquaint stakeholders in tourism with issues of accessibility, based on this,
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develop policies that are barrier-free, train employees in tourism, and develop promotional
activities. According to research in Tehran conducted by Mahmoudzadeh and Kourdi Sarjaz
(2018), three main obstacles to the development of accessible tourism in the environment can
be highlighted: transportation, sights and accommodation. Within the category of sights, most
respondents believe that the roads to certain sights are not accessible, that there is a lack of
parking spaces, a lack of picnic tables, a lack of accessible benches and, among other things, a
lack of the presence of educated employees. What is evident from the study conducted by
Williams, Rattray and Grimes in 2007 is that the needs of people with disabilities are not met,
I.e. that there is a low level of accessibility and little specific internet information necessary for
an adequate stay in an accommodation facility. Chikuta (2015) also writes about the insufficient
level of development of accessible tourism, stating that tourism and catering in Zimbabwe has
not recognized the importance of this tourism segment. According to Jevi¢ and Jevi¢ (2015), it
Is necessary to ensure the following elements of accessibility: transport infrastructure (streets,
squares, stations, access to means of transport), public facilities, information and
communications, services and products. Also, the authors state the importance of the
functionality of all elements if significant economic results are to be achieved, but in practice
this has not yet been sufficiently recognized. The physical environment, employees in tourism,
forms of communication are not sufficiently accessible to people with disabilities. According
to WHO, Schmutz (2018) states that if the success of accessibility initiatives is to be achieved,
external constraints, competing priorities, availability of technology and knowledge, and
cultural differences should be taken into account. Figure 1 presents how the same author
explains the process of providing information via websites from the tourist service provider to
the user (person with disabilities). The image shows the necessity of educating tourism service
providers about the needs of people with disabilities in order to provide them with adequate
service using certain technological tools, that is, to provide valid and timely information.
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Figure 1: The process of informing people with disabilities
(Schmutz, 2018 according to Chisholm and Henry, 2005)

The English Accessible Tourism Guide for destination managers (Winning more visitors)
shows a large use of websites (83%) for information by people with disabilities, while a small
number of them (39%) easily access the requested information. This indicates that the websites
of destinations are not yet at a satisfactory level of providing information, but they are the most
sought-after source of information.
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In Croatia, a Handbook was adopted based on the Tourism4all project (2020:2), which, among
other things, aims to improve the inclusion of vulnerable groups and their easier access to
tourism services. Within the manual, the goal of accessible tourism is stated as "creating an
inclusive tourism product, taking care that every guest at the chosen tourist destination feels
welcome and that the staff treats them professionally and without discrimination”. Furthermore,
the most common issues of accessibility that tourist operators encounter are listed, namely:
architectural barriers, inaccessibility of websites and unsuitability of menus. For each group of
vulnerable persons, it is explained how to behave and what equipment and technical tools to
use when approaching the guest.

4. ANALYSIS OF ACCESSIBLE TOURISM IN THE NATIONAL PARKS OF THE
REPUBLIC OF CROATIA

The Republic of Croatia has a total of eight National Parks that are geographically spread
throughout Croatia. Whether it is the mountains, the coast or the maritime part of Croatia,
National Parks attract tourists every day because of their attractiveness and location. According
to the latest data from the Croatian Tourist Board (https://www.htz.hr/sites/default/files/2021-
06/HTZ%20TUB%20HR_%?202020_0.pdf, 07.07.2022), in 2019 the National Parks together
received a total of 3,876,152 visitors, while in 2020 that number was 71.9% lower due to the
COVID-19 pandemic. According to the Nature Protection Act (Official Gazette 30/1994), a
national park is defined as "a spacious, largely unchanged area of exceptional and multiple
natural values, which includes one or more preserved or slightly altered eco-systems.” A
national park serves scientific, cultural, educational, and recreational purposes. In a national
park, activities which do not endanger the originality of nature are allowed. Economic use of
natural resources is prohibited in a national park. Tourist and recreational activities must be in
the role of visiting and sightseeing, which is allowed to everyone under the same conditions”
(https://narodne-novine.nn.hr/clanci/sluzbeni/1994 04 30 521.html, 07.07.2022). It is evident
from the definition that tourist activities within the National Parks are intended for everyone
under the same conditions, therefore, for the purposes of this work, research was conducted
with the aim of determining to what extent the activities are adapted to people with disabilities.

4.1. Methodological framework

To create an insight into the representation of tools for easier interpretation of tourism content
within the National Parks in the Republic of Croatia, research was conducted in the period from
March 15 to June 24, 2022. The research tool was an in-depth interview with directors of eight
National Parks. A total of six directors participated in the in-depth interview, who were able to
present the real state of accessible tourism in the mentioned area through eight questions. The
research results are presented with the help of descriptive analysis.

4.2. Research results
The first question sought to find out more about statistical monitoring of visitors with

disabilities, whether it exists (Graph 1), what is the share of that segment and why such
monitoring is important for respondents.

Graph following on the next page
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YES
33%

NO
67%

Graph 1: Analysis of introduced statistical monitoring in NP
(Source: authors)

From Graph 1, it is evident that there is usually not conducted statistical monitoring of visitors
with disabilities, but through the answers of the directors, it is known that they are moving
towards introducing it. Furthermore, 33% of the respondents who said that they have introduced
statistical monitoring state that the share is small. One of the reasons why it is important to
introduce such monitoring is "because of the input for making plans for the development of
reception infrastructure”. The next question followed up on the first one with the intention of
finding out whether a drop in arrivals of the mentioned segment was noticed during the COVID-
19 pandemic, where the respondents answered both YES and NO. Furthermore, through the in-
depth interview, it was found out which assistive technology, i.e. aids is represented within the
National Park to facilitate access to tourist attractions for visitors with disabilities. An overview
of the aids can be seen in Table 2.

DISABILITY AIDS N %
Sanitary facilities 4 67
Wheelchair ramp 2 33
Custom websites 2 33
Tactile exhibits 1 17
Tactile lines 1 17
Tactile map 1 17
Elevator 1 17
Information in Braille 1 17
Interpretation boards 1 17
No aids available 1 17

Table 2: Disability aids represented in NP
(Source: authors)

As can be seen from Table 2, the presence of sanitary facilities for people with disabilities is
the most common disability aid, while other aids are represented to a lesser extent. The
following question was aimed at finding out more about the organization of websites, i.e., in
what way are the websites adapted to the mentioned segment. It can be seen that two
respondents (33%) have an edited website, where one of the respondents explained that on the
page it is possible to "change the contrast/color of the background and text, increase the letters
to the required level and reduce the resolution in order to increase the size of the displayed
content”. Another respondent stated that the website was adapted for blind and partially sighted
people. The respondents expressed their opinion equally on the issue of organizing special tours
for the mentioned segment, while the respondents who declared that they have special tours
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state that this is possible with prior notice only. Others who stated that they do not have
organized tours, state that this is due to the inaccessible terrain. The next question inquired into
the education of employees in the segment and the way in which education is carried out. It can
be seen from Graph 2 that 67% of the respondents state that there is no education for employees.
The other 33% state that education takes place as part of regular education and through
attending sign language courses that were realized in cooperation with the Association of
Tourist Guides.

YES
33%

NO
67%

Graph 2: Analysis of the education of employees in the NP on the way to approach the
segment
(Source: authors)

All respondents agreed that there is room for improvement in their services because they are
currently not fully adapted to the segment, while not a single respondent answered respondent
could envisage room for such services in the future. The benefits of adapting the content to the
segment that the interviewees highlighted were: "equality for all groups”, "personal satisfaction
of tourists”, "education”, "creation of a new tourism product”, "modern and accessible
destination" and "contribution to the community".

5. CONCLUSION

The conducted research shows that accessible tourism in the national parks has not yet been
established and is only in the process of adapting its contents to people with disabilities. Given
that there is almost no statistical monitoring of the mentioned segment in NP, it is difficult to
imagine the actual number of people who would require certain assistive technology for an
easier interpretation of tourism content. According to the description of the aids represented, it
is evident that there is still plenty of room for improving the interpretation of tourism content
for this segment, which the respondents are aware of. Given that the population with disabilities
is informed predominantly (83%) using web sources, it is disappointing that a small number of
respondents have edited websites. This results in poor information of the segment and at the
same time in them not deciding to visit the national park. When a population with disabilities
decides to travel, it should primarily send a request for organizing a tourist tour, while
individual NPs do not even have the option of customizing a tour for that segment. The problem
continues in the form of staff education, where it is evident that the staff is almost not at all
educated to access the segment. Although the respondents are aware of the fact that there must
be progress, none of the respondents indicated where room for such improvement could be
found. From previous knowledge and this research, it can be concluded that today's tourism is
not ready for this segment. Starting with the education of tourism workers, an adequate
foundation could be created for the formation of better-quality tourist content and experiences
that are accessible to everyone. Future research directed at studying the necessary education
might be recommended.
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ABSTRACT

In the 2021 Green Paper on Aging, the European Commission called for a discussion on the
issue of an aging European society, which represents one of the most important challenges
having significant impacts on both individuals and society. The Slovak Republic connects
demographic development mainly with expenditures on the social and healthcare system, which
are experiencing rapid growth. The aging of the population brings about changes in society,
therefore it is necessary to respond with systemic changes, and at the same time it is necessary
to prepare for the growing pressure on the provision of social services that the aging of the
population will cause. The historical context in building the institutional system of providing
social services originating from the last century is changing under the influence of the
development and focus of European social policy, and the need to provide social services in a
natural family environment is highlighted. The development trends also point to not only the
growing cost of the services provided, but also to the growing demand for social services. In
this contribution, we set ourselves the goal of identifying providers and applicants for the
provision of social services in the context of population aging. High facility occupancy indicates
that growth in demand is outpacing growth in facility capacity, despite the fact that growth in
client numbers is partially dampened by a growth in a healthy life expectancy. Based on the
above, in this paper we have outlined the possibilities of solving the unsatisfied demand through
alternative forms of housing for Slovak seniors. In conclusion, we present the results of a
questionnaire survey with the subjective opinions and preferences of respondents on questions
related to housing for seniors in the Slovak Republic.

Keywords: Demographic aging, Seniors, Slovak Republic, Social services

1. INTRODUCTION

The aging of the population can be characterized as a global phenomenon, as the number and
proportion of seniors is increasing in almost all countries of the world. It is realistic to expect
that in the 21st century it will become one of the most serious problems that will affect many
aspects of society's lifestyle. The main reasons for this phenomenon lie in the low level of
fertility not reaching the expected rate of reproduction, the decrease in mortality and the entry
of a strong aging population into the post-productive age. Everything indicates that this trend
will continue and the share of the population aged 65 and over compared to the total population
will increase. The share of seniors aged 65 and over in the territory of the Slovak Republic at
the beginning of the 1920s of the last century was approximately 5%. By the beginning of the
1960s, their share had risen to 7%. The increase in the proportion of seniors to the 10% mark
occurred by the end of the 1980s, and at the end of 2018, the senior component reached 16% of
the total population of Slovakia. According to Sproch, Duréek (2019), 20% of the border could
be breached in the second half of the 20s of this century, and even 30% of the border in the
2060s. It is assumed that most of the years of their life expectancy will be accompanied by
limitations in the performance of normal daily activities and a dependence on the help of other
people - relatives or formal care services (MPSVaR SR, 2021).
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Population aging is changing the age structure in favor of the old and to the disadvantage of the
young, which is already one of the biggest challenges today that will affect many areas of

society, including social services.

Age group 2000 2005 2010 2015 2020 2021
Pre-productive age: 0 — 14 years 19,18 16,59 15,28 15,33 15,90 16,06
Productive age: 15 — 64 years 69,35 71,67 72,34 70,22 67,03 66,55
Post-productive age: 65+ years 11,47 11,74 12,38 14,45 17,07 17,39

Figure 1: Population structure by main age groups

(Source: own processing on the basis of data of the Statistical Office of the Slovak Republic)

According to Eurostat, Slovakia will be the second fastest aging economy in the EU by 2070,
while currently, based on the ratio of the population aged 65+ to the population aged 15-64, we
are one of the youngest economies in the European Union.

2020 2030 2040 2050 2060 2070
Slovak Republic 24,4 32,6 39,1 50,9 59,4 57,0
EU average 31,7 39,1 46,4 50,3 51,6 51,2
Figure 2: Dependency index, share of population 65+in comparison to population 15-64 (in
%)

(Source: own processing on the basis of data of the Institute for Financial Policy, 2021)

According to Sproch, Duréek (2019), a continuous extension of life expectancy is expected for
persons aged 65, which means that future seniors (men) in 2060 could still have almost 22 years
of life ahead of them and senior women more than 24 years of life, but only a small fraction of
this aging population can survive part of this period in good health. According to the Statistical
Office of the Slovak Republic, the healthy years of life for men over 65 in absolute value were
only 4.6 years in 2019 and 4.7 years for women (STATdat, 2022). However, there is the
question of the decreasing level of self-sufficiency of the individual and his dependence on
long-term social care. The expected demographic development will bring with it many
significant changes. The aging of the population can be characterized as a phenomenon that
requires increased attention in relation to a number of areas connected with aging. It is necessary
to take into account the growing influence of this group on social processes and take its needs
and interests into account. Changes in demographic development will also affect health
insurance systems in terms of more expensive and more frequent care for the growing number
of seniors. Another area that is directly affected by demographic development is the area of
social services. It is right to expect that the demand for all types of services, whether
institutional, day or outpatient, will grow significantly in the coming years, and therefore
attention must be focused on understanding the objective needs of social services. New
approaches in population, social and economic policy will be needed to manage the situation.
Society should be prepared to deal with the consequences of aging, but our social as well as
healthcare system is not sufficiently prepared systemically, financially, organizationally, or
personally to deal with its reality. Despite the fact that the aging of the population is considered
a natural physiological process that cannot be stopped, it can be prepared for by effective public
policies aimed at supporting all age categories in order to ensure dignified and adequate
compensation for the deteriorating health of citizens.

2. THEORETHICAL BACKGROUND

The effects of aging affect many areas of the national economy today. Therefore, as added by
Lutz et al. (2008), population aging becomes not only a demographic, but also a social,
economic and health topic due to its impacts and consequences.
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Aj Mladek and Kacerova (2008) consider demographic development as an event that does not
take place in isolation from social development, but is closely connected with geographical,
economic, political and social conditions. In recent years, in addition to the professional public,
the general lay public, as well as the media and political representatives, have been paying
attention to the effects of aging and its spillover into many spheres of society. According to
Shaw (2002), the aging of the population will bring about an increasing orientation of the
political system towards the needs and interests of the elderly (and therefore a larger number of
the electorate). Husakova (2014) states that the state, within the framework of its social policy,
decides to what extent and in what forms it directs its aid to target groups. The aging of the
population is not only a matter for the Slovak Republic, as evidenced by the World Population
Aging report (United Nations, 2015), which states that almost every country in the world is
facing an increase in the number of older people in the population. For this reason, the European
Union assigns social services a special role in fulfilling development goals and in promoting
such basic values as social protection, social cohesion and territorial cohesion. All countries of
the European Union deal with issues concerning the development and modernization of social
service systems. Social services greatly contribute to securing the basic rights of citizens of the
European Union, such as the dignity and integrity of a citizen. Important documents dealing
with human rights in the field of social services at the European level are in particular the
revised European Social Charter (1996), the Charter of Fundamental Rights of the European
Union (2016) as well as the principles of the European Pillar of Social Rights (2017). Relevant
recommendations for the field of social services are contained in the European Charter of Rights
and Responsibilities of Elderly People Dependent on Long-Term Care (2010) as well as in the
Voluntary European Framework for the Quality of Social Services (2010) (MPSVaR SR, 2021).
The mission and importance of social services at the national level is declared in the material
National priorities for the development of social services for the years 2021-2030, which was
prepared by the Ministry of Labor, Social Affairs and Family of the Slovak Republic. The aim
is to positively influence the development of social services in the Slovak Republic in a cyclical
manner, by defining the policy for the direction of social services at the national level and
subsequently formulating the basic priorities of this development and the prerequisites for
achieving these priorities (MPSVaR SR, 2021). Quality in the context of the transformation of
social services is dealt with by Repkova (2016), who examines them from the perception of
their providers.

3. METHODOLOGY

The aging of Slovak society is an inevitable phenomenon that Slovak society must prepare for.
Prolonging human life is, on the one hand, an achievement of the present age , but it also carries
with it some risks in the form of an individual's dependence on the provision of social services.
In this context, the aim of this contribution is to identify providers and applicants for the
provision of social services in the context of an aging population generating an unsatisfied
demand and furthermore to outline possible solutions through alternative forms of housing for
Slovak seniors. In order to achieve the goal, we used classic scientific methods, such as the
method of comparing knowledge from available literary sources and the method of analyzing
existing approaches, extracting common and contradictory opinions. At the same time, we used
the deduction method to justify individual conclusions. We used the questionnaire survey
method to obtain the opinions of the respondents.

4. RESULTS

Social services as a means of realizing the social rights of a citizen in the sense of the fifth
section of the Constitution of the Slovak Republic (Act No. 460/1992) are aimed at alleviating
and helping citizens to overcome their social needs and at creating support activities that prevent
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any unfavorable social development of citizens. Since 2009, social services have been provided
in the Slovak Republic in accordance with Act No. 448/2008 Coll. on social services and on
amendments to Act no. 455/1991 Coll. on trade, as amended. The Act on Social Services
regulates legal relations and conditions for the provision of social services, the aim of which is
to support the social inclusion of citizens and meet the social needs of people living in an
unfavorable social situation. Social services help socialization and social inclusion and are a
prerequisite for the social cohesion of society.

Factors that underline the necessity to intensively deal with issues related to the development

of social services include:

e prolongation of human age, thereby extending the period of life in which a person needs the
help of another person,

e the transfer of the standard of life in the productive age to the period when a person is
gradually more and more dependent on the help of another person,1

e the increasing cost of compensating for a growing dependence on foreign aid.

It should be borne in mind that the population of seniors defined as a post-productive population
group is a heterogeneous group with differentiated needs. Each of the age groups of seniors has
different needs and demands, which as a priority requires their identification, knowledge of the
scope of needs and subsequently the provision of specifically targeted types and measures
aimed at ensuring the conditions for a dignified and good quality of life for each individual.
With increasing years of aging, there is a certain limitation in daily activities. If health problems
are added to the natural changes in the human body with an impact on the limitation of daily
activities, it is necessary to provide more expensive and long-term care. The Social Services
Act divides social services into several groups, depending on the nature of the adverse social
situation or the target group to which they are intended, namely social services for crisis
intervention, social services for supporting families with children,services for solving an
adverse social situation due to severe disability, adverse health condition or due to retirement
age and social services using telecommunication technologies and support services (MPSVaR
SR, 2021).

Social services are provided by public and non-public providers:

e ambulatory form, when the recipient of the social service goes to the provider and returns
to his natural environment after the service has been provided,

e in the field form, which is provided in the natural environment of the social service
recipient,

e in the form of residence, which is provided at the social service provider's premises, as a
rule, for an indefinite period of time,

e or in another form (such as telephone assistance).

As of 31 December 2020, the Slovak Republic had 5,517 registered social service providers, of
which 711 were providers whose founder was a higher territorial unit and 2,439 were non-
public providers. Other providers of social services were municipalities or providers established
by the municipality. Social services were provided to more than 55,000 recipients in 1,371
social service facilities. According to the data of the Statistical Office of the Slovak Republic
as of 31.12. In 2019, there were 47,202 places in all social service facilities subject to
dependency (1,175).

L1t is based on statistical data for 2019 because in 2020 and 2021 long-term data from the field of social care are significantly
affected by the effects of the COVID-19 pandemic.
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Number of places as of 31/12/2019
Number of -
- of which the care
Facility type ZSS as of .
Number provided
31.12. 2019 -
residence ambulatory
Altogether 1175 47 202 41 059 6 143
of which
Home of Social Services 276 12 359 10 624 1735
Facility for seniors 388 19 529 19 401 128
Specialized facility 174 8 099 7830 269
Nursing service facility 102 2 500 2 475 25
Day care center 168 3420 23 3397
Supported housing facility 40 657 657 0
Rehabilitation center 27 638 49 589

Figure 3: Number of social service facilities with number of places as of 31/12/2019
(Source: MPSVaR SR, MZ SR, 2021)

From the total number of clients of social service facilities subject to dependency as of 31.12.
2020 (45,303) represented 68% of persons of retirement age.
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Figure 4: Age structure of recipients of social services in facilities conditioned by dependence
on the help of another person
(Source: Selected data of the Statistical Office - Social Services Institutions in the Slovak
Republic)

The total number of applicants for the provision of social services in institutions subject to
dependency increased by 339 persons compared to 2019 and reached the level of 11,118
persons.

Year 2016 2017 2018 2019 2020
Number of applicants 7 699 9 586 9643 10 779 11118
Figure 5: The total number of applicants for the provision of social services in facilities
conditioned by dependence on the help of another person
(Source: MPSVaR SRa, 2021)

The financing of social services dependent on dependency is multi-sourced. It is mainly made
up of the budgets of the founders of the facilities, i.e. local and regional self-government.
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Furthermore, from the state budget through the chapter of the Ministry of Labor, Social Affairs
and Family of the Slovak Republic, which provides general and non-public providers of
selected types of social services with a financial contribution. Last but not least, the recipients
of social services participate in the payment. The recipient is obliged to pay the payment for the
provided social service, while the Act on Social Services explicitly stipulates the minimum
balance of funds after payment for the social service. The total amount of costs per person per
month in a year-round residential facility of social services ranges from €1,000 to €1,3002 on
average, depending on the type of facility, which is even after deducting the disability/old age
pension®, which is more than the amount of cash allowance for caregiving and payments for the
services of home nursing care agencies, provided to dependent persons in the home
environment (MPSVaR SR, MZ SR, 2021). Despite the high costs of this type of social service
provided, the Slovak Republic shows their inadequacy, which will continue to grow due to the
expected demographic development. According to the projection of the Slovak population until
the year 2200 (Vano, 2015), a dramatic increase in the population aged 65 and over is expected
by more than 90% by 2065, which will cause a change in the proportion of age groups to the
values of 20% (children and youth), 50% (productive age) and 30% (seniors). Currently, the
share of people in the post-productive age reaches the level of 17.39% (STATdat, 2022). On
the basis of demographic changes, it is possible to assume an increase in the demand for social
services in facilities dependent on the help of another person, which will put pressure on
financial costs from public sources. The Slovak Republic is trying to respond to this fact by
supporting the process of deinstitutionalization of social services, which, however, is
significantly slow due to procedural and financial obstacles. Despite the fact that in 2014 the
creation of large-capacity facilities was legislatively limited, there was no adequate
development of community services. The process of deinstitutionalization opens up space for
increasing the quality of provided social services as well as creating jobs. Despite the efforts
made, it was not possible to completely complete the deinstitutionalization process, and for that
reason, the transition from institutional to community care was also reflected in the priorities
for the development of social services for the years 2021-2030. At the same time, some social
services, especially long-term care, need to be explicitly defined by law, including their funding
sources.

National priorities for the development of social services for 2021-2030 (MPSVaR SR, 2021):

e Transition from institutional to community care and support with the aim of ensuring the
availability of diverse social services of a community nature in accordance with the needs
of target groups of social services.

e Introduction of a system of integrated social and health care.

e Support for connecting social services and informal (especially family) care as part of the
system of care for persons dependent on the help of another physical person.

e Support for improving the quality of social services.

The aim of the elderly-oriented policy is to increase the self-sufficiency and independence of
the elderly, with the intention that as many elderly citizens as possible can remain in the natural
environment of their own household. In this context, it is necessary to ensure the
complementarity of care segments (e.g. family, community, formal and informal services, etc.)
The alternative of changing housing at retirement age is also documented by a questionnaire
survey on a sample of 497 respondents (82.1% women and 17.9% men) carried out between
February and March 2021. 58.6% of respondents prefer the option of staying in their property
due to knowledge of the environment where they live.

2 These are average values of economically eligible costs for 2019 based on data provided by self-governing regions.
3 The average amount of old-age pension as of 31.12.2020 was €487.7.
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24.1% of respondents prefer being close to family and for that reason would be willing to move
to a place that provides them with social contact. 9.3% of the respondents prefer the proximity
of services and would therefore be willing to move closer to the center in order to have the
necessary services close to their residence. 5.2% are willing to move to a facility that will
provide them with the regular care they inevitably need due to their age and health. The
remaining respondents did not state their opinion. The questionnaire survey further revealed
that up to 51% of respondents would not go to the facility. They cited loss of privacy, a reduced
sense of security and an insufficient number of professional staff as the main reasons. At the
same time, they stated that they would reconsider their decision only if their health condition
was so serious that there was no other option. Improving the quality of social services is a tool
for increasing the safety and stability of provided social services, and for that reason the Slovak
Republic has set the quality of social services as a national priority. The high preference of the
respondents desire to stay in their property and the low willingness to move to the facility opens
up possibilities for alternative forms of housing and care for the older generation. In the future,
alternative forms of housing could fill a gap in the market and become a fixed part of the
housing offer for seniors. As other alternative forms of housing for seniors, in addition to
cohousing, various forms of housing outside buildings are offered, such as boathousing, shared
housing with other people, multi-generational housing, housing in facilities near university
campuses, senior parks, senior villages, assisted living and others. Some examples are more
applicable in practice, others less so, depending on factors such as the residents' financial
capabilities, health status, culture, social environment and family influence. Cohousing is
among options with a long tradition, it has taken hold on the market, it is not experimental
housing, it offers solid housing facilities for seniors, it has gained popularity among seniors,
especially in Western countries, and it has the potential to take root in Slovakia if the system is
properly set up (Sika, Vidova, Girasek, 2022). A typical cohousing concept is usually located
on the outskirts of a large city and is inhabited by 6-36 households with residents of different
ages, where each household has its own or rented property that is fully furnished. The
uniqueness is the common community space that is used by all cohousing participants. It is a
way of living that combines the autonomy of private homes with the advantages of shared
spaces, neighborhood life. Housing of this type should contribute to the development of social
relations between individuals who know and trust each other, which creates a feeling of security
and safety, and who will help each other, thus decreasing the interest in using external social
services. On the territory of the Slovak Republic, we still do not register any integrated project
that we could call cohousing. We can find the closest one with our neighbors in Austria, who
offer us instructions on how to create such a form of housing, what it should contain and how
it is requested (ETX Studio, 2020). An alternative to cohousing is a community home for
seniors, it is an apartment building that consists of apartments and shared spaces, while it
consists of a minimum of 10 social apartments and a maximum of 25 apartments intended only
for people over 60 years of age who are self-sufficient and independent. In case of reduced self-
sufficiency, help is provided by family or neighbors, which is an advantage, as it is community
housing with shared assistance. Senior villages are similar to cohousing, so it is appropriate to
characterize in particular the trend that attracts seniors to the rural environment. Senior villages
are built on the basis of building a community with the provision of social services and practical
assistance with regard to dependence on the given assistance. Residents of the communities
exercise self-governance over their community, create their own administrative bodies, and
create innovative partnerships. Innovative forms of housing exist in a wide spectrum according
to the focus, target group and purposes they are supposed to fulfill. First of all, the interest and
needs of seniors should be taken into account. They are expected to be open to new solutions
and to be able to get out of the usual patterns of running a household and private life. A wide
range of housing can easily collapse due to a reluctance to cope with a change in lifestyle.
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However, first the offer itself must be appropriately prepared, financially accessible, taking into
account the expectations of seniors, their health status, social relations and a whole range of
factors, the exact definition and quantification of which is difficult to determine in practice,

because each individual has his own expectations and specific needs. (Sika, Vidova, Girasek,
2022)

5. CONCLUSION

An aging population is the most significant change in society that is sure to come, and it will
manifest itself in dramatic yet predictable ways. When preparing for its long-term intentions,
society should not ignore this fact and should include aging policy in its priorities. Due to an
increased aging population, the area of social services is becoming an important priority for
further development. These developments will be provided in the context of low fertility, the
increasing economic burden on the productive population and the rapid increase in the amount
of people over 65, who will create demand for social services. In the period from 2013 to 2019,
there was an increase in the number of people waiting for services in social service facilities,
which show an occupancy rate of more than 90%, which means that the growth in demand
exceeds the growth in the capacities of the facilities. Part of the creation of sufficient capacities
for the provision of services is the support of all forms of complex care, the building of
sufficient personnel capacities and their financial security. It is necessary to realize that even
society will function differently due to aging. The prevalence of residential forms of care
negatively affects the availability and efficiency of care and at the same time moves clients far
from their community, which creates a negative attitude towards institutional social services.
Growing expenditures on the social system will cause the need to reevaluate these systems, as
social services are decentralized and the financing syste