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e Austria is steadily losing ground in the WIFO Radar of Competitiveness. Across 24 indicators, it recently
only achieved an average percentile rank of 61.6 (-3.7 percentile ranks compared to the previous
year). The decline amounts to 4.7 percentile ranks in a three-year comparison and 7.4 percentile ranks
in a ten-year comparison.

¢ In the dimension of "real income, productivity and regional distribution", Austria is only just in the top
third of the European comparison countries. The recent loss of position is primarily due to the significant
decline in multi-factor productivity.

e In the "foreign trade" dimension, Austria deteriorated by 6.7 points relative to the comparison countries
to a percentile rank of 60.0, mainly due to the relatively weaker momentum of Austrian goods exports
and small market share losses in tourism.

e Austria also lost ground in of the dimension "use of natural resources” (—4.4 percentile ranks fo 63.1), only
recently catching up in terms of the indicator on energy intensity.

e In the dimension of "labour market and social living conditions”, Austria still only ranks in the middle of
the European field (percentile rank 51.3), but improved slightly compared to the previous year.

Austria's position in four dimensions of competitiveness
—f —t-]

Per capita income,
productivity and regional
distribution
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Labour market and social Austria continues to slip down the

Foreign trade living conditions WIFO Radar of Competitiveness.”

Use of natural resources

The average percentile ranks indicate the proportion of all countries that are
equally or less competitive than Austria. Austria’s position has deteriorated
compared to the previous year in terms of both volume per capita income and
the utilisation of natural resources (source: WIFO).
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The WIFO Radar of Competitiveness tracks Austria's performance as a business location, taking info account economic, so-
cial and ecological targets. On average across 24 indicators, Austria has fallen behind both year-on-year and in a longer-
term comparison. The main reasons for this were the particularly poor productivity performance compared to the bench-
mark countries, the slower growth in goods exports and the loss of position in the efficient use of natural resources. In the di-
mension of labour market and social conditions, Austria's position remained unchanged compared to the previous year.
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The WIFO Radar
measures Austria's abil-
ity to earn high real in-
comes and continuously
improve social and eco-
logical living conditions.

2 WIFO Radar

1. Introduction

The annual WIFO Radar measures the com-
petitiveness of the Austrian economy in a
European comparison along four dimensions
(see box "The WIFO Radar of Competitive-
ness"):

e volume of income and productivity, in-
cluding regional distribution,

e labour market and social living condi-
fions,

e use of natural resources and

o foreign frade.

In addition to the description of the indica-
tors, Table 1 also contains the data sources,
the number of comparison countries and
the most recent year for which the respec-
tive data series is available. Most of the

! See https://www.wifo.ac.at/en/research/thematic-
platforms/competitiveness/.

2 Recent examples of in-depth studies by WIFO on the
topic of competitiveness include Bdrenthaler-Sieber
et al. (2024), Bittschi and Meyer (2024), Breuss (2024),

"Radar" indicators are available until 2023,
but some are only available until 2022 or
2021. Figure 1 summairises the results for the
main indicators, while Figure 2 shows se-
lected additional indicators. The homepage
of the WIFO thematic platform "Competitive-
ness" also offers the possibility of interactive
use of the WIFO Radar for targeted queries
(e.g. by restricting the time period or the Eu-
ropean comparison countries)!. The selec-
tion of current publications available online
on the thematic platform? refers to the nu-
merous in-depth analyses by WIFO on se-
lected aspects of competitiveness. This
year's focus topic summarises selected re-
sults of an investigation into the intensity of
competition based on Austrian company
data.

Christen (2024), Fidrmuc et al. (2024), Kigler et al.
(2024), Janger (2024), Oberhofer et al. (2024),
Peneder (2024), Wolfmayr et al. (2024) and Woolford
et al. (2024).
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Table 1: Selected key figures for competitiveness

Definition of Source Last Number of
available  counfries!
yeart
Main indicators
Economic oufput GDP per capita, in real terms in € at 2015 prices WDS — WIFO Data System, 2023 31
Macrobond

Labour productivity GDP per hour worked, value, EU 27 = 1002 Eurostat 2023 28

Multifactor productivity Growth contribution in percentage points, two- TED - Total Economy Database, 2023 31
year average Conference Board

Energy intensity Final energy use per unit of GDP, PJ per billion €, at IEA World Energy Balances; WDS — 2022 31
2015 prices WIFO Data System, Macrobond

COzintensity CO2emissions per unit of GDP, kt per billion €, at UNFCCC GHG Data Interface; WDS 2022 31
2015 prices — WIFO Data System, Macrobond

Share of renewable energy Share of renewable energy sources in final energy  Eurostat 2022 29

sources consumption in percent?

Risk of poverty Percentage of persons with 60 percent or less of Eurostat 2023 29
median equivalised income, by social benefits#

Unemployment rate Percentage of unemployed as a percentage of Eurostat 2023 30
total labour force aged 15 to 64°

Employment rate Percentage of employees among all 15- to 64- Eurostat 2023 30
year-olds®

Income distribution Ratio of the disposable income of the 20 percent  Eurostat 2023 29
of the population with the highest to the 20 per-
cent with the lowest disposable income*

Regional cohesion Coefficient of variation of gross regional product ~ ARDECO — Annual Regional 2021 27
per capita af purchasing power parities by NUTS 3  Database of the European
regions® Commission

Current account balance Current account balance as a percentage of Eurostat 2023 30
GDP5

Supplementary indicators

Per capita income (adjusted for ~ GDP per capita at purchasing power parity, at Conference Board, TED - Total 2023 31

purchasing power) 2021 prices Economy Database

GDP per capita metropolitan Gross regional product per capita at purchasing ARDECO - Annual Regional 2021 27

regions power parities for the metropolitan regions of the  Database of the European
EUS Commission

GDP per capita non-metropolitan  Gross regional product per capita at purchasing ARDECO - Annual Regional 2021 27

regions power parities for the non-metropolitan regions of  Database of the European
the EU¢ Commission

Employment rate in full-fime Percentage of employees in full-time equivalents,  Eurostat, Labour Force Survey, 2023 30

equivalents of all 15- to 64-year-olds® special evaluation

Employment gender gap Difference in the employment rate between men  Eurostat, Labour Force Survey, 2023 30
and women (25 to 44-year-olds, full-time special evaluation
equivalents) in percentage points®

NEET rate Percentage of inactive persons not participating in  Eurostat 2023 30
education or training out of all 18- to 24-year-olds®

Further training Percentage of persons taking part in education or  Eurostat 2023 30
fraining out of all 25- to é4-year-olds®

Energy dependency Share of net energy imports in gross domestic Eurostat; [EA 2022 30
energy consumption in percent’8

Modal split freight fransport Ratio of transport by rail to fransport by road in Eurostat 2022 30
tkm3

Environmental patents Percentage of environmental and climate-related Patstat, OECD definition 2021 31
patent applications out of all patent applications
at the European Patent Office (EPO; average of
the last 3 years)

Market share of goods exports Percentage market share of global goods exports  WDS - WIFO Data System, 2023 31

Macrobond
Market share of tourism exports Percentage market share of global exports of Macrobond, WIFO calculations 2023 31

fravel services (excluding passenger transport)

Source: WIFO presentation. — ' EU 27, Switzerland, Iceland, Norway, UK. — 2 Excluding France, Malta, UK; Switzerland: latest figure for 2020; Belgium, Croa-
fia, Iceland, Norway: latest figure for 2021. - 3 Excluding Switzerland, UK. — 4 Excluding Iceland, UK. — 5 Excluding the UK. — ¢ Excluding Cyprus, Malta, Lux-
embourg, Iceland. -7 Excluding Norway. — & Malta: most recent value 2022.
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The WIFO Radar of Competitiveness

The WIFO Radar provides a brief classification of the competitiveness of the Austrian economy in comparison with around 30
European countries, over four time periods and for 24 performance indicators (Peneder et al., 2020). In order to make the
indicators measured in different units comparable, only Austria's relative position is shown for each indicator and standard-
ised to a percentile rank!. Unlike simple ranking figures, these values are comparable even if observations are not available
for the same number of comparison countries for all indicators. In addition, the percentile rank directly indicates the relative
posifion in a distribution and allows the simple formation of mean values to aggregate the results.

For each indicator, the percentile rank indicates the proportion of countries with the same or less favourable values than
Austria in the population of comparison countries. All indicators are defined in such a way that the most favourable values in
terms of competitiveness are on the outside of the beam and correspond to a percentile rank of 100. The lower Austria's per-
centile rank, the less favourable its relative ranking. For example, a percentile rank of 60 means that 60 percent of all coun-
fries in the comparison group perform equally well or worse and 40 percent better than Austria. In addition to this compari-
son across the countries for the last available year ¢, the WIFO Radar also shows Austria's relative position at the points in fime
t—1,t—3 and ¢- 10. This enables a short, medium and long-term comparison.

! Figures 1 and 2 show the percentile ranks for 24 key figures, while in the foreign trade dimension another indicator (or a group of
related key figures) is shown separately due o the specific measurement method.
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The percentile rank is
the proportion of all
countries with equal or
less favourable values
than Austria.

Stable relative growth in
GDP per capita and la-
bour productivity was
offset by a significant
deterioration in multifac-
tor productivity in 2023.

WIFO Radar

2. Indicators and results

2.1 Real income, productivity and regional
distribution

With a percentile rank of 71.0, Austria is just
in the top third of 31 European countries in
terms of economic output measured by vol-
ume per capita. Its position has not
changed over the past three years and has
deteriorated by one place over the past ten
years (Figure 1). Adjusted for purchasing
power, Austria performs better in terms of
GDP per capita: with a percentile rank of
83.9 in 2023, it was in the top fifth of the
comparison countries, as it was three and
ten years earlier (Figure 2).

In terms of labour productivity, measured as
the value of GDP per hour worked, Austria
again improved slightly compared to the
previous year with a percentile rank of 67.9
and was most recently in the same position
as 10 years ago. In contrast, the develop-
ment of multifactor productivity shows by far
the greatest annual fluctuations of the indi-
cators analysed. Contrary to theoretical as-
sumptions, this indicator, which is the resid-
ual value after deducting the contributions
of all input factors from the value added, re-
acts strongly to economic fluctuations and
thus also to the 1.0 percent decline in eco-
nomic output in 2023 (Schiman-Vukan &
Ederer, 2024). Following an increase of

1.9 percent in 2022, Austria's multifactor
productivity fell by -2.7 percent in 2023, ac-
cording to estimates by the Conference

3) https://www.conference-board.org/data/
economydatabase.

4) The analysis is based on data for 1,379 NUTS 3 re-
gions in 27 countries. These include the EU 27 as well
as Norway, the UK and Switzerland. Luxembourg,

Boards, significantly faster than the average
for comparable countries (-1.1 percent). This
resulted in a slump in the percentile rank
from 77.4 (2022) to 16.1 (2023). As the indica-
tor measures annual changes, there can al-
ways be maijor shifts in position compared to
the comparison countries.

The variation in purchasing power-adjusted
per capita income is a key indicator of re-
gional cohesion, i.e. social and economic
cohesion in a region through shared values,
social integration and balanced economic
development. Austria has established itself in
the top fifth in a European comparison: in
2021 - the last year for which data is availo-
ble — Austria once again achieved fifth
place with a percentile rank of 85.2, a posi-
tion it has held since 20174. This success un-
derlines the positive momentum over the last
two decades: between 1995 and 2015, Aus-
tria improved by 10 ranks and reached 7th
place (77.8 points) in the early 2010s. This
means that, alongside Norway, Austria has
achieved the largest relative increase in Eu-
rope since 1995, which indicates the long-
term effectiveness of the measures for re-
gional equalisation. In confrast, countries
such as the Czech Republic (-21 places),
Romania (-12 places), Ireland and Bulgaria
(=11 places each) have fallen significantly
since 1995. The ranking has been led by Fin-
land since 2016, after Sweden had previ-
ously held the top position for two decades.

Cyprus and Malta are not included in the analysis due
to their size and the associated imprecision in the
data. In Austria, a distinction is made between 35
NUTS 3 regions.
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Figure 1: Austria's competitiveness in a European comparison - percentile rank of the main
indicators
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Source: Eurostat; Statistics Austria; WIFO calculations, Macrobond. The production indices (base year 2021)
and gross value added (base year 2015) were rebased to 2017 = 100 for better comparability.

Figure 2: Austria's competitiveness in a European comparison — percentile rank of the
complementary indicators
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Source: WIFO. For the definition of the indicators, see Table 1. All indicators were ranked in such a way that a

higher percentile rank corresponds to higher competitiveness.
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The labour market indi-
cators show a continu-
ous deterioration in Aus-
tria's relative position
over the last ten years.

WIFO Radar

Per capita income varies significantly be-
tween metropolitan regions and non-metro-
politan regionss. Data at regional level
(NUTS 3) is only available with some delay
and could therefore only be analysed for
the years up to 2021. In the Austrian metro-
politan regions, the gross regional product
(GRP) per capita adjusted for purchasing
power has deteriorated noticeably in the
last two years compared to urban areas in
other European countries. After ranking 4th
in 2019, Austria fell to 7th place in 2020 and
2021, with a percentile rank of just 77.8
(2019: 88.9). Austria's non-metropolitan re-
gions have also slipped in the European
comparison since 2019. In 2021, for the first
time since 2012, they no longer reached the
top 3 and, with a percentile rank of 85.2,
only ranked 5th. In Switzerland, Denmark,
Norway and the Netherlands, the purchas-
ing power-adjusted per capita income in
non-mefropolitan regions was higher than in
Austria in 2021. This development underlines
the growing challenge of securing Austria's
long-term competitiveness in both urban
and rural areas.

2.2 Labour market and social living
conditions

The use of labour and the volume of work
performed, together with the use of capital
and productivity, determine per capita in-
come. The development of the labour mar-
ket is important in a competitive analysis, as
it shows how well the labour force potential
in an economy is being utilised. In addition,
labour force participation figures provide in-
formation on social participation and the
spread of social risks. In terms of the unem-
ployment rate¢ and the employment rate,
Austria was in the European midfield in 2023
with percentile ranks of 60.0 in each case
and well behind the leaders. In the case of
the unemployment rate (2023: 5.2 percent),
Austria lags behind many Central and East-
ern European countries, where the rate is
much lower — partly due fo a faster ageing
of the labour force and the emigration of
workers. However, Western European coun-
fries such as the Netherlands and Switzer-
land also have lower rates. With total unem-
ployment rates low, even small differences
between countries determine their position-
ing, and cyclical fluctuations in the unem-
ployment rate are reflected more strongly in
the ranking. In this respect, it is necessary to
take an additional look at other indicators.
For example, if we look at the proportion of

5 Eurostat defines metropolitan regions as all city
regions with a population of more than 250,000 in the
agglomeration area. According to this definition,
there are 294 metropolitan regions in the European
countries analysed here, including the 5 Austrian city
regions of Vienna, Graz, Linz, Salzburg and Innsbruck.

The non-metropolitan regions include all other regions,

i.e. industrially characterised regions outside the
agglomeration areas as well as rural areas (see
https://ec.europa.eu/eurostat/statistics-explained/

long-term unemployed as a percentage of
the total unemployed, Austria performs sig-
nificantly better than the EU average.

The employment rate in Austria rose slightly
year-on-year to 74.1 percent in 2023. An in-
crease in the employment rate does not re-
sult in any welfare-economic improvements
if the level of labour market participation
does not reflect the preferences of employ-
ees. However, as the other indicators also
show, there is a correlation between em-
ployment, social participation and the risk of
poverty. In this respect, a high employment
rate facilitates improvements in other social
indicators. In a European comparison, Aus-
fria ranked 13th in terms of both unemploy-
ment rate and employment rate in 2023. This
represents a slight improvement in the un-
employment rate (2022: 15th place) and
stagnation in the employment rate. In a
long-term comparison, however, Austria has
fallen back significantly (2013: 4th and 7th
place respectively).

In addition to the employment and unem-
ployment rates, other indicators provide in-
formation on the extent and distribution of
labour market participation. Measured by
the employment rate in full-time equiva-
lents?, Austria is only in 24th place out of 30
comparable countries with a percentile rank
of 23.3 (2023). This poor performance can
be explained by the high part-time employ-
ment rate in Austria. Over the last 20 years,
the employment rate in full-time equivalents
has barely increased in Austria (2003:

62.4 percent, 2023: 64.0 percent), while full-
time employment has risen steadily in most
other European countries. This has resulted in
a significant drop in position from 11th to
24th in the last 10 years. Although the em-
ployment rate adjusted for working hours
has also stagnated in some Scandinavian
countries (Denmark, Iceland, Norway), this is
at a significantly higher level than in Austria.
Only a few countries (including Greece and
Italy) have not been able to increase the
rate in the last 20 years despite low levels.

The indicator value for the gender gap in the
employment rate of 25- to 44-year-olds (in
full-time equivalents) reflects a pronounced
difference in the employment behaviour of
men and women in Austria (percentile rank
23.3, 24th place among 30 comparison
countries). In 2023, the working fime-ad-
justed employment rate of women of prime
working age in Austria was 18.7 percentage

index.php2title=Territorial typologies manual -
metropolitan_regions).
¢ Since all indicators were ranked in such a way that
a higher percentile rank corresponds to higher com-
petitiveness, a high employment rate and a low un-
employment rate each mean a high percentile rank.
7 The full-ime equivalent is defined by Eurostat on the
basis of the average working hours of a full-time em-
ployee. It is therefore not a fixed figure, but varies de-
pending on the country and time.
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points lower than that of men and thus far
lower than in most other European countries.

Especially in the longer term, social equalisa-
fion, protection against poverty and, in par-
ticular, participation in education contribute
to an efficient economic and living location.
However, Austria has clearly lost ground in
terms of the risk of poverty and income distri-
bution in recent years. The at-risk-of-poverty
rate, which as a relative measure of poverty
is also linked to the inequality of income dis-
tribution, deteriorated again in 2023 com-
pared to the previous year, reaching

14.9 percent (after 14.8 percent in 2022). In
terms of percentile rank (2023: 55.2), there
was also a continuous deterioration in the
medium and long term (2013: 75.9, 2020:
69.0). In an international comparison, Austria
ranked 14th out of 29 countries in 2023. The
at-risk-of-poverty rate is particularly low in
some Nordic (Finland, Denmark) and Eastern
Central European countries (Czech Repub-
lic, Slovenia).

The ratio between the disposable income of
the fifth of the population with the highest in-
come and the fifth with the lowest income
serves as an indicator of income distribution.
Austria achieves a percentile rank of 62.1
and 12th place among 29 comparable
countries. Apart from minor fluctuations, this
indicator has stagnated for 10 years; Aus-
tria's position has hardly changed. The com-
paratively solid position is due to the fact
that many southern, central and eastern Eu-
ropean countries are ranked lower than Aus-
fria. Frequently used comparative countries
("peers") in Scandinavia, Belgium and the
Netherlands tend to perform better than
Austria in terms of income distribution.

Education indicators cover an important as-
pect of social participation and play a key
role in determining future competitiveness.
The NEET rate is the proportion of adoles-
cents and young adults (aged 15 to 29) who
are not in employment, education or frain-
ing (NEET). In Austria, it was at a relatively
low level of 8.3 percent in 2019 before the
COVID-19 crisis and has risen steadlily since
then. For 2023, this results in a percentile rank
of 56.7 and 14th place among 30 compara-
tive countries. In an international compari-
son, this means a deterioration in the short,
medium and long term (2013: 8th place,
2020: 9th place, 2022: 13th place).

While educational deficits in younger co-
horts will primarily have an impact in the fu-
ture, the participation of the adult popula-
fion (aged 25 to 64) in education and train-
ing is an indicator of the quadlifications of
those currently in employment. Since the
COVID-19-related lockdowns in 2020 and
2021, participation in further education and
fraining has increased significantly in Austria
and, at 17.1 percent in 2023, exceeded the
peak value from 2017. However, as many

WIFO M Reports on Austria

comparable countries recorded similar in-
creases, Austria was only able to improve by
one rank. In the long term, Austria's percen-
file rank and position remained unchanged
(2013: 70.0 and 10th place respectively).

2.3 Use of natural resources

The energy crisis has brought energy costs
more into focus as a factor influencing com-
petitiveness. The extent to which energy
costs affect competitiveness depends not
least on energy intensity, measuring how
productive energy is used in an economy.
Weather and climate conditions also have
an impact on energy intensity. Both very hot
summers and particularly cold winters in-
crease energy demand.

A reduction in energy intensity was
achieved in 2022 by 26 of the 31 countries
compared, including Austria. Energy inten-
sity remained the same in three countries
and increased in two. The countries still dif-
fered significantly in terms of absolute levels.
Despite an improvement, Bulgaria continues
to be last in place. At 7.5 PJ per billion €, al-
most seven times as much energy flows into
the production of a unit of GDP than in Ire-
land and Switzerland (1.1 PJ per billion €),
which topped the ranking in 2022.

With 2.9 PJ per billion € in 2022, Austria
moved up one place to 14th compared to
the previous year, but remains in the lower
midfield of the comparison countries. In a
ten-year comparison, no position gain was
achieved (percentile rank 2012: 61.3, 2022:
58.1). Ireland and Switzerland remain the
frontrunners in the long term.

CO2 emissions account for around 84 per-
cent (2022) of total greenhouse gas emis-
sions in Austria. The COz2 intensity measures
emissions per unit of GDP. It is defermined by
the use of fossil fuels in an economy. In 2022,
Austria achieved an unchanged percentile
rank of 64.5 compared to the previous year.
However, it fell significantly in a ten-year
comparison. Measured in ferms of percentile
rank, 77.4 percent of the countries com-
pared emitted more or the same amount of
CO2 per unit of GDP as Austria in 2012. In
2022 it was only 64.5 percent. Austria there-
fore slipped four places from 8th to 12th
place between 2012 and 2022. At 159.7 t of
CO2 per unit of GDP (2022), emissions fell by
20.1 t compared to the previous year. De-
spite this improvement, there is still a need
for action for further emission reductions.

The European leaders in terms of COz inten-
sity in 2022 were again Switzerland, Sweden
and Ireland. There were no changes in the
last places either: Bulgaria once again
came last, behind Poland and the Czech
Republic. The difference between the coun-
tries in first and last place was even more
pronounced in 2022 than in previous years.

Austria is still in the Euro-
pean midfield in terms of
the at-risk-of-poverty in-
dicator, but deteriorated
again in 2023 compared

to the previous year.

In a long-term European
comparison, Austria
could not improve its
competitive position in
terms of energy and
CO: intensity, although it
achieved a reduction in
absolute levels.

WIFO Radar
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While Switzerland emitted around 46 t of
CO2 per unit of GDP, Bulgaria emitted 844 t
(Poland 553 t, Czech Republic 482 t).

Substituting fossil fuels with renewable en-
ergy sources is an important strategy for lim-
iting climate change. Renewable energy
sources are used to provide heat and gen-
erate electricity, whereby Austria is favoured
due to its topography with a high proportion
of hydropower. Other renewable energy
sources for electricity generation are photo-
voltaics, wind energy and biomass. The
share of renewable energy sources in Aus-
tria's total final energy consumption (elec-
tricity and heat generation) was 33.8 per-
centin 2022. This put Austria in 9th place
and in the top third of 29 comparison coun-
fries. Measured by percentile rank, 72.4 per-
cent of countries had an equal or lower
share of renewable energy sources than
Austria. In a longer-term comparison, how-
ever, Austria has lost competitiveness (per-
centile rank 2012: 82.8). As in previous years,
Iceland recorded the highest share of re-
newable energy sources in final consump-
fion in 2022, not least due fo its stfrong use of
geothermal energy. Norway, which contin-
ues to cover three quarters of its energy
consumption from renewable sources, re-
mained in second place ahead of Sweden
in 2022, while Belgium, Malta and Ireland
came last in Europe with shares of renewa-
ble energy sources in final energy consump-
tion of around 13 to 14 percent.

Austria covers a large part of its energy re-
quirements by importing fossil fuels. Since
2001, Austria has also been a net importer of
electricity. The level of import dependency
in the energy sector is measured by the en-
ergy dependency indicatorg, which ex-
presses net energy imports as a proportion
of gross domestic consumption. In the re-
cent past, the indicator has fluctuated con-
siderably, which can be partly explained by
changes in stocks. Among the 30 countries
compared, Austria is one of the economies
with a relatively high dependency on im-
ports. This was particularly high in 2022. In
2021, around 53 percent of the comparison
countries were still equally or more depend-
ent on energy imports than Austria, whereas
in 2022 only 27 percent were. Although Aus-
fria has tended to improve slightly over the
last ten years, a direct comparison of 2012
(percentile rank 36.7) and 2022 (percentile
rank 26.7) shows a marked deterioration.

Road freight fransport in particular is associ-
ated with external costs such as greenhouse
gas emissions, air pollution, noise and con-
gestion. The external costs of fransporting
goods vary depending on the mode of
fransport (rail, lorry, ship). By land, rail freight
fransport performs better than road freight

8 Norway occupies a special position as a major ex-
porter of crude oil and natural gas and was therefore
not included in the country comparison as an outlier.

fransport. Nevertheless, the majority of
goods are transported by truck. The WIFO
Radar uses the modal split by land, i.e. the
ratio of rail freight tfransport to road freight
fransport, as an indicator of the country-spe-
cific importance of environmentally friendly
freight fransport.

In the long-term perspective, Austria re-
mained in the same position among 30
comparative countries for this indicator (8th
place, percentile rank 76.7). The Baltic coun-
tries Lithuania and Latvia took the top two
places in 2022. While Estonia was sfill in third
place in 2021, it slipped four places in 2022.
Countries without railway infrastructure, such
as Iceland, Malta and Cyprus, were natu-
rally at the bottom of the ranking. Ireland
and Greece also hardly tfransport any goods
by rail.

How active and successful a country is in
developing sustainable technologies is
measured by the indicator on the share of
patent applications for environmental tech-
nologies in a country's total patent applica-
tions at the European Patent Office. The de-
limitation follows the OECD definition: in ad-
dition to technologies for reducing emis-
sions, those for adapting to climate change
are also taken into account. ICT patents
with environmental relevance are also in-
cluded. Three-year averages are used o
smooth out the strong fluctuations of this in-
dicator, particularly for small countries. Over
the last ten years, Austria has shown a
clearly positive development. Measured in
terms of percentile rank, Austria improved
by 22 points. At 9th place, it was recently in
the top third of 31 comparison countries.
Denmark is the long-term leader in patent
applications for environmental technologies.

2.4 Foreign trade

European natural gas prices fell in 2023,
while the prices of other commodities stag-
nated. The fall in the price of natural gas
was noft reflected in the terms of trade,
which remained almost stable compared to
the previous year (+0.1 percent). As a net
energy importer, Austria spent significantly
less on imports of raw materials and energy
than in 2022 - partly due to the gas volumes
stored in 2022 as a precautionary measure.
In contrast, Austrian machinery and equip-
ment were in strong demand abroad, espe-
cially in the first half of 2023 (Friesenbichler
et al., 2024). The contribution of fravel to the
foreign frade balance also improved in
2023, so that the current account balance
turned positive again: Austria achieved a
current account surplus of 1.3 percent of
GDP, improving the balance by 2.2 percent-
age points compared to the previous year.
In an international comparison, Austria
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nevertheless fell from 11th to 13th place (Fig-
ure 1). The percentile rank of 60.0 is signifi-
cantly below the value of the two previous
years, but sfill exceeds the long-term com-
parative value.

The country rankings shifted considerably in
2023. Lithuania, for example, climbed 12
places, but remained 14th behind Austria in
2023. Poland improved by 6 places, moving
one place ahead of Austria; Slovenia (+2
places) also overtook Austria. Norway con-
tinues to benefit from comparatively high
gas prices and leads the ranking. Another
special effect relates to Denmark, where the
successful pharmaceutical industry contin-
ues to have a positive impact on the current
account balance (+9.8 percent of GDP).

Austria's export success in machinery and
plant engineering is also reflected in an in-
crease in its market share of global goods
exports (to around 190 countries). After a
temporary deterioration in 2022, Austrian ex-
porters were able to return their market
shares to the pre-COVID-19 pandemic level
in 2023 (+0.1 percentage points compared
to 2022) by reducing their margins (Wolf-
mayr, 2024). Accordingly, Austria regained
the ranks it had recently lost (Figure 2). In
contrast to goods exports, Austria's market
share of global tourism exports (to around
170 countries) fell slightly short of the previ-
ous year (0.1 percentage points), but this
did not result in a loss of position (Figure 2). In
addition to the continued buoyant demand

in the summer season, the resurgence of
winter fourism following the COVID-19 pan-
demic also had a positive impact on the de-
velopment of domestic tourism exports (Bur-
ton et al., 2024q; Burton et al., 2024b). Aus-
fria maintained its position in 2023 with 7th
place and a percentile rank of 80.6 among
31 European comparison countries, but was
still below the level of the years 2000 to 2020
(84.0; 6th place).

In the short term, exchange rate fluctuations
between the euro and the national curren-
cies of trading partners influence the prices
of Austrian exports in foreign currencies and
thus price competitiveness. An appreciation
of the euro tends to increase export prices,
while a depreciation reduces them. How-
ever, the passing on of exchange rate fluc-
tuations to export prices depends on com-
petitive pressure on the foreign market and
the price elasticity of foreign demand. In the
medium term, the dynamics in the income
and price formation processes of two trad-
ing partners equalise the appreciation or
depreciation of the bilateral exchange rate.
The real-effective exchange rate indices
supplement the information on bilateral ex-
change rate changes with relative price
and wage fluctuations. Table 2 shows the
development of the overall index deflated
by the harmonised consumer price index or
unit labour costs and the sub-index for indus-
frial goods (deflated with consumer or pro-
ducer prices) for Austria’.

Table 2: Comparison of real effective exchange rate indices for Austria

2022-23 2020-2023 2013-2023
Average annual change in percent

Total index
Deflated with harmonised consumer price indices
Deflated with unit labour costs

Industrial goods index
Deflated with harmonised consumer price indices
Deflated with producer price indices

+ 3.0 + 04 + 0.4
+ 23 - 04 + 0.1
+ 3.4 + 0.6 + 0.5
+ 0.2 - 13 - 0.4

Q: WDS - WIFO Data System, Macrobond.

Austria's price competitiveness deteriorated
by 0.2 to 3.4 percent in 2023 - depending on
the price index chosen — and thus hardly or
considerably (Table 2). Nominal devaluo-
tions against the dollar area and Turkey
were more than offset by appreciations
against Switzerland and Eastern Europe. This
was compounded by the significant inflation
differential between Austria and its frading
partners in the wake of the energy price
shock. In terms of economic policy, Austria
relied less on price regulation and more on

? WIFO calculates real-effective exchange rate indi-
ces in cooperation with the OeNB. The properties,
construction, advantages and disadvantages of
these indices, which differ according to the type of
trade flows and the price and cost indices analysed,
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subsidies and transfers to compensate for
higher costs and the loss of purchasing
power (Baumgartner et al., 2022). During the
rebound after the COVID-19-induced slump
in economic activity, the energy price shock
was passed on fo standard wages and con-
sumer prices with a time lag in 2022, which
was reflected in a real-effective apprecia-
fion of the exchange rate index in 2023. The
ability to pass on higher energy costs in pro-
ducer prices was limited in goods produc-
fion due to the high competitive pressure on

were described in more detail in Url et al. (2023). Due
to the specific measurement method, the exchange
rate indices are presented separately (Table 2) and
not shown as a percentile rank.

Austria made up for lost
market share in global
goods exports. Its share
of the global tourism
market decreased
slightly.

Due to high inflation,
Austria's competitive
price position deterio-
rated in 2023.
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The strongest growth in
markups was seen in
real estate and in typi-
cal business services.

In many sectors, the mi-
cro data show a self-re-
inforcing dynamic, with
the companies with the
highest price premiums
being able to further in-
crease their markups.

10 WIFO Radar

the intfernational market and the already
slowing business cycle, meaning that part of
the cost increase was absorbed by falling
margins (Wolfmayr, 2024). In a three-year
comparison, Austria's inflation differential rel-
ative to trading partners is not so clearly

visible, and even in a long-term comparison
(2013-2023), the real appreciation remains
low; measured in terms of producer prices,
Austria was even able to improve its price
competitiveness somewhat.

3. Focus topic: development of the intensity of competition

For a long time, Austria lacked systematic
empirical evidence on the intensity of
competition and its change across a large
number of sectors. The establishment of
Statistics Austria's Austrian Micro Data Centre
(AMDC) in 2023 enabled an empirical
investigation of selected key indicators of
competition intensity for the first time as part
of the OECD project "Multiprod 2.0"
(Peneder & Unterlass, 2024a, 2024b). The
period from 2008 to 2020 was analysed on
the basis of microdata. The population
comprises Austrian companies that carry out
their main activity according to NACE 2008
classification in sections B to N or division
S$95, are employers and/or generated a
turnover of more than 10,000 € in the
reporting year.

The study focussed on three dimensions of
competition intensity: company concentra-
tfion, markups (price premiums on marginal
costs) and corporate dynamics. Depending
on the variables and methods required for
the respective calculations, the indicators
cover different years from 2008 to 2020 and
refer to different levels of sectoral aggrega-
tion. The most important results can be sum-
marised as follows:

e Concentration: at least at the level of the
NACE 2008 groups (191 three-digit organ-
isations), the data does not show a gen-
eral frend of increasing supplier concen-
fration. The average production shares
of the four, eight and twenty largest
companies in 2020 were 52.9 percent,
65.3 percent and 79.0 percent respec-
tively, with an average Herfindahl-Hirsch-
man index!0 of 0.16. The index value re-
mained practically unchanged in a ten-
year comparison.

e Company dynamics: for the broadly de-
fined non-financial market services sec-
tor, the study confirmed that more pro-
ductive companies were able to in-
crease their share of total production (re-
allocation). Accordingly, they created
more jobs. From 2013 to 2020, employ-
ment growth was by far the strongest in
the 10 percent of companies with the
highest labour or multifactor productivity.

e Markups: in 2020, the average markups
(on the econometrically estimated mar-
ginal costs) of individual companies in

10 The Herfindahl-Hirschman Index (HHI) measures
concentfration. For this purpose, the market shares of

the 26 sectors of the OECD classification
(STAN) amounted to a good 33 percent,
which corresponded to an increase of
around 1.5 percentage points com-
pared to 2008. In 2020, markups were
highest in non-financial market services
(39.6 percent), ahead of manufacturing
(18.7 percent) and construction

(13.0 percent). From 2008 to 2020, they
rose in non-financial services and con-
struction, while they fell slightly in manu-
facturing (Figure 3, top graph).

o Self-reinforcing dynamics: markups rose
most strongly in the property sector and
in typical business services such as legal
and tax advice, advertising and market
research, administration and other sup-
port activities. Here, as in other sectors,
the microdata analysis reveals a self-rein-
forcing dynamic: companies that had al-
ready recorded the highest markups in
the initial year were able to increase
their markups significantly more than
companies in the lower percentiles of
the initial distribution (Figure 3, bottom
graph).

The breadth and scope of the empirical
frends observed do not allow simple conclu-
sions to be drawn about the presumed anti-
competitive behaviour of individual compao-
nies. Rather, the resulfs point to more gen-
eral structural factors that shift the balance
in certain sectors and make effective com-
petition more difficult. Peneder and Unter-
lass (2024a, 2024b) interpret this as the result
of technological changes, in combination
with specific strategic and organisational re-
sponses by companies. On the one hand,
more sophisticated technologies may re-
quire greater investment and thus higher
price premiums. Many of these innovations,
e.g. in the area of digitalisation and artificial
intelligence (Al), also dampen marginal
costs in production. In addition, the intro-
duction of new technologies often requires
considerable complementary investments,
e.g. in qudlifications, company organisation
or new business models, in order to actually
realise their economic potential (Bresnahan
et al., 2002). This not only reinforces the two
mechanisms mentioned above, but also
makes the diffusion of new technologies
more difficult and slower in total, as the
complexity of adoption increases (Akcigit &

all companies in an industry are squared and then fo-
talled.
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Ates, 2023). Finally, market-leaders have a
strategic incentive to escalate such invest-
ments with a high proportion of sunk costs in

Figure 3: Development of average markups
2013 =100
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order to prevent entry of new competitors
and maintain their own market power (Sut-
ton, 1991).
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Source: Peneder and Unterlass (2024b).

4. Summary

Austria has fallen further behind in the WIFO
Radar of Competitiveness. The radar uses 24
selected indicators to measure Austria's rela-
five position compared to around 30 Euro-
pean countries. On average across all indi-
cators, Austria achieved a percentile rank of
61.6in the last year of available data, put-
ting it behind the top third of the compari-
son countries in fotal. One year earlier, Aus-
tria's relative position had been 3.7 per-

11 See also the latest report of the Productivity Council
(2024).
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2014 2015 2016 2017 2018 2019 2020

centile ranks better, three years earlier by
4.7 percentile ranks and ten years earlier by
7.4 percentile ranks.

The most pronounced losses in 2023 were in
multifactor productivity, which fell more
sharply in Austria than in most of the com-
parative countries!!. Austria also lost ground
in terms of GDP per capita in both metropol-
itan and non-metropolitan regions, albeit

The WIFO Radar shows a
continuous deterioration
in Austria's competitive-

ness.
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starting from a high level. Overall, Austria is
only just in the top third of the comparative
countries in terms of "real income, productiv-
ity and regional distribution" with an aver-
age percentile rank of 69.6.

With an average percentile rank of 51.3,
Austria is only in the middle of the field when
it comes to indicators on the labour market
and social living conditions. The low employ-
ment rate (in full-time equivalents) and the
high gender gap in labour market participo-
tion continue to have a dampening effect.
However, there was at least a slight im-
provement compared to the previous year,
which can be attributed to gains in the un-
employment rate, labour force participation
in a gender comparison and continuing ed-
ucation. By contrast, the full-time equivalent
employment rate, the at-risk-of-poverty rate
and the NEET rate continued to deteriorate.

With regard to the targeted ecological
fransformation, Austria was unable to im-
prove its relative position in a longer-term Eu-
ropean comparison, although it was able to
reduce its energy and COz intensity. Com-
pared to the previous year, Austria lost
ground in terms of its utilisation of natural re-
sources relative to the other countries, but
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