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e Austria recently improved by 1.9 percentage points to a percentile rank of 64.4 in the WIFO Radar of
Competitiveness, putting it just behind the top third of the about 30 European countries compared.

e Austria performed best in the dimension of "real income, productivity and regional cohesion” with an
average percentile rank of 77.2, which was driven by the strong growth of real GDP in 2022.

e In the dimension of international frade Austria improved by 2.1 points relative to its European peers to a
percentile rank of 70.6. The main reason for this was the recovery in tourism. However, the growth in
goods exports lagged behind the development on the global market.

e Austria also improved with regard to ifs use of natural resources (+3.2 points; percentile rank 67.5);
primarily in the areas of environmental patents and energy dependency, while it lost ground in terms of
COz intensity.

e With an average percentile rank of 49.6, Austria still held only a middle position among European
countries in the dimensions "labour market and social living conditions”, which again deteriorated
compared to the previous year.

Austria's position in four dimensions of competitiveness
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Use of natural resources

The percentile rank for each key figure indicates the proportion of all countries
with equal or less favourable values than Austria in the population of around 30
European comparison countries. Accordingly, Austria performs best in the
dimension of real income, productivity and regional cohesion (source: WIFO).
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The WIFO Radar of Com-
petitiveness measures
Austria's success in se-
curing high real incomes
and the ongoing im-
provement of social and
ecological living condi-
tions in a European
comparison.

2 WIFO Radar

1. Introduction

Since 2020, WIFO has published a Radar of
Competitiveness, which maps the perfor-
mance of the Austrian economy in a Euro-
pean comparison along four dimensions
(see box "The WIFO Radar of Competitive-
ness"):

e realincome and productivity, including
regional distribution,

e |abour market and social living condi-
fions,

e use of natural resources, and

o foreign frade.

Table 1 contains a description of the indicao-
tors, the data sources, the number of refer-
ence counftries and the last available year

! See https://www.wifo.ac.at/en/research priorities/
competitiveness/competitiveness radar.

2 Recent works include Bachtrogler-Unger et al.
(2023), Barenthaler-Sieber et al. (2023), Bittschi and
Meyer (2023), Burton and Ehn-Fragner (2023), Ederer

of the respective data series. Most of the in-
dicators that make up the Radar are al-
ready available for 2022, but some are only
available for 2020 or 2021. Figure 1 summa-
rises the results for the main indicators, while
Figure 2 shows the performance of the Aus-
frian economy with regard to selected sup-
plementary indicators. The homepage of
the WIFO thematic platform "Competitive-
ness" also offers the option of interactive use
of the WIFO Radar for targeted queries, e.g.,
by narrowing down the time period or the
comparison countries!. The list of publica-
tions available online on the thematic plat-
form also refers to numerous current WIFO
analyses on selected drivers of competitive-
ness2.

et al. (2023), Fritz et al. (2023), Glauninger et al. (2021),
Hofmann et al. (2023), Kettner et al. (2023), Peneder,
Bittschi et al. (2023), Peneder, Pitlik et al. (2023),
Piribbauer et al. (2023).
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Table 1: Selected key figures of 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, 2022 31
Macrobond

Labour productivity GDP per hour worked, value, EU 27 = 1002 Eurostat 2022 30

Multifactor productivity Growth contribution in percentage points, two- TED - Total Economy Database, 2022 30
year average Conference Board

Energy intensity Final energy use per unit of GDP, PJ per billion €, at IEA World Energy Balances; WDS — 2021 31
2015 prices WIFO Data System, Macrobond

COz intensity CO2 emissions per unit of GDP, kt per billion €, at UNFCCC GHG Data Interface; WDS 2021 31
2015 prices — WIFO Data System, Macrobond

Share of renewable energy Percentage of renewable energy sources in final  Eurostat 2021 29

sources energy consumption3

Risk of poverty Percentage of persons with 60 percent or less of Eurostat 2022 29
the median equivalised income, by social benefits*

Unemployment rate Percentage of unemployed in the 15 to 64 year Eurostat 2022 30
old labour force®

Employment rate Percentage of employees among all 15 to 64 year Eurostat 2022 30
olds®

Income distribution Ratio of the disposable income of the 20 percent  Eurostat 2022 29
of the population with the highest to the
20 percent with the lowest disposable income$

Regional cohesion Coefficient of variation of gross regional product ~ ARDECO — Annual Regional Data 2021 25
per capita af purchasing power parity according  base of the European Commission
fo NUTS-3 regions’

Current account balance Current account balance as a percentage of Eurostat 2022 30
GDP5

Supplementary indicators

Per capita income (adjusted for ~ GDP per capita at purchasing power parity, at Conference Board, TED - Total 2022 31

purchasing power) 2021 prices Economy Database

GDP per capita metropolitan Gross regional product per capita at purchasing ARDECO - Annual Regional 2021 25

regions power parities for the metropolitan regions of the  Database of the European
EU7 Commission

GDP per capita non-metropolitan  Gross regional product per capita at purchasing ARDECO - Annual Regional 2021 25

regions power parities for the non-metropolitan regions of  Database of the European
the EU7 Commission

Employment rate (full-fime Percentage of employees in full-time equivalents,  Eurostat, Labour Force Survey, 2022 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, 2022 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 2022 30
education or training out of all 18 to 24 year olds?

Further training Percentage of all 25 to 64 year olds taking partin  Eurostat 2022 30
education or fraining®

Energy dependency Percentage of net energy imports in gross Eurostat; [EA 2021 30
domestic energy consumption?

Modal split freight fransport Ratio of freight transport by rail in 1-km to that by Eurostat 2021 29
road'®

Environmental patents Percentage of environmental and climate-related Patstat, OECD definition 2020 31
patent applications in relation to 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, 2022 31

Macrobond
Market share of tourism exports Percentage market share of global exports of Macrobond, WIFO calculations 2022 31

fravel services (excluding passenger transport)

Source: WIFO presentation. — ' EU 27, Switzerland, Iceland, Norway, the UK. — 2 Without the UK; Switzerland: latest figure for 2020. — 3 Without Switzerland,
the UK. — 4 Without Iceland, the UK; Switzerland: latest figure for 2021. — 5> Without the UK. — ¢ Without Iceland, the UK; Switzerland: latest figure for 2021. —
7 Without Cyprus, Malta, Luxembourg, Iceland, the UK. — 8 Without the UK; Switzerland: most recent figure for 2020. - ? Without Norway. — 10 Without Ice-
land, the UK.

In addition to the ongoing monitoring of se-
lected key figures, the annual monthly re-
ports are each devoted to a key topic, in re-
cent years e.g., the volume of effective ex-
change rates or regional disparities in the

level of economic development. This year's
special topic (Chapter 3) deals with the cur-
rent international literature on the connec-
tion between populism and economic de-
velopment.

The percentile rank is
the proportion of all
countries with equal or
less favourable values
than Austria.
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The WIFO radar of competitiveness

The WIFO Radar provides a brief comparison of the competitiveness of the Austrian economy 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 standardised to a per-
centile rank!. Unlike simple ranking figures, these values are comparable even if observations are not available for the same
number of countries for all indicators. In addition, the percentile rank directly indicates the relative position 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 graph and correspond to a percentile rank of 100. The lower Austria's per-
centile rank, the less favourable its relative position. 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.

4

The strong growth of real
GDP contributed to a
significant improvement
in multifactor productiv-
ity in 2022.

WIFO Radar

2. Indicators and results

2.1 Real income, productivity and regional
distribution

The real GDP per capita measures the eco-
nomic output or (material) prosperity of a so-
ciety as an average of the total population.
After losing a few percentile ranks in the past
decade, Austria's position remained un-
changed in 2022 compared to the previous
year: Per capita GDP in real tferms continued
to be the same or lower than in Austria in
67.7 percent of the 31 countries compared
(Figure 1).

Average purchasing power assessed in
terms of real per capita income (using pur-
chasing power parities) also stagnated in rel-
ative terms in 2022. However, with a percen-
file rank of 74.2, Austria performs slightly bet-
ter here and is just behind the top quarter of
the comparison countries (Figure 2).

Austria has improved in terms of labour
productivity, measured as the value of GDP
per hour worked. With a percentile rank of
70.0, Austria caught up by 6.7 percent-

age points and was in the top third of the
distribution in 2022. This improvement is in line
with the high growth of real GDP in Austria of
around 4.8 percent in 2022 (Schiman-Vukan
& Ederer, 2023).

The favourable business cycle had the
greatest influence on the development of
multifactor productivity. It is a measure of
the technical efficiency of economies and is
calculated as a residual number after de-
ducting the contributions of all input factors
from the volume of value added. The

3 Following the UK's withdrawal from the EU, the anal-
ysis is based on data on 1,188 NUTS-3 regions in 25
countries. In Austria, a distinction is made between 35
NUTS-3 regions.

4 Eurostat defines metropolitan regions as all urban re-
gions with a population of more than 250,000 in the
agglomeration area. According to this definition,

indicator is therefore volatile and frequently
affected by data revisions. During the
COVID-19 crisis, Austria fell significantly be-
hind in terms of multifactor productivity and
was only in the bottom quarter of compara-
ble countries in 2021. In 2022, however, Aus-
fria was able to catch up with the top third
with a percentile rank of 66.7.

The distribution of per capita income (pur-
chasing power parity) is one of the most im-
portant indicators for measuring regional
cohesion (Figure 1). Regional cohesion de-
scribes the stable social and economic co-
hesion of a geographical region, character-
ised by shared values, social integration and
balanced economic development. Accord-
ing to the latest data (2021), Austria once
again occupies fifth place in a European
comparison with a percentile rank of 84.0,
the same position as in 2017-20193. Austria's
percentile rank improved slightly to 88.0 in
the 2020 COVID-19 pandemic year. The
ranking has been led by Finland and Swe-
den since 2010. Until 2010, Austria showed
strong position gains and has improved by 8
ranks in the last 20 years. In a European
comparison, this was the biggest improve-
ment alongside Norway. This means that in
the long term, Austria has achieved a better
regional cohesion compared to the Euro-
pean average.

Figure 2 shows supplementary indicators of
Austria's competitiveness. A clear diver-

gence can be seen in the development of
per capita income in metropolitan regions
and non-metropolitan regions4. In Austria's

there are 254 metropolitan regions in the European
countries analysed, including the 5 Austrian city re-
gions of Vienna, Graz, Linz, Salzburg and Innsbruck.
The non-metropolitan regions include all other regions,
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metropolitan regions, the gross regional
product (GRP) per capita, adjusted for pur-
chasing power, has deteriorated signifi-
cantly in the last two years compared to the
urban areas of the European reference
countries. After 88.0 in 2019, Austrian metro-
politan regions only achieved a percentile
rank of 76.0 in 2020 and 2021 (7th place).

Although Austrian non-metropolitan regions
have also fallen slightly behind comparable
European regions since 2019, they are sfill
among the top 3 (percentile rank 2020: 96.0,
2021: 92.0). Per capita income in non-metro-
politan regions was only higher in Denmark
in 2020 and only in Norway in 2021 than in
Austria.

Figure 1: Austria's competitiveness in a European comparison - percentile rank of the main

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.

Figure 2: Austria's competitiveness in a European comparison — percentile rank of the

supplementary 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 competifiveness.

i.e. industrially characterised regions outside the ag-
glomeration areas as well as rural areas (see

WIFO M Reports on Austria

https://ec.europa.eu/eurostat/de/web/metropolitan-

regions/background).
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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.

Austria is still in the Euro-
pean midfield for the at-
risk-of-poverty indicator,
but deteriorated again
in 2022 compared to the
previous year.

WIFO Radar

2.2 Labour market and social living
conditions

The use of labour and the volume of work,
together with the use of capital and produc-
tivity, determine the level of per capita in-
come. The development of the labour mar-
ket is important in a competitiveness analy-
sis, as it shows how well the available labour
resources in an economy are being ufilised.
In addition, labour market participation fig-
ures provide information on social participa-
tion and the spread of social risks. With per-
centile ranks of 53.3 and 60.0 (2022) for the
unemployment rate’ and the employment
rate, Austria is only in the European midfield
and well behind the leaders. In terms of the
unemployment rate (2022: 4.8 percent), Aus-
tria is behind many Central and Eastern Eu-
ropean countries, where the rate is signifi-
cantly lower — partly due to a rapidly ageing
labour force and the emigration of workers.
However, Western European countries such
as Denmark and Switzerland also have lower
rates. With total unemployment rates low,
even small differences between countries
determine their positioning, and cyclical
fluctuations in the unemployment rate are
reflected more strongly in the ranking. In this
respect, an additional look at other indico-
tors is required. For example, if we look at
the proportion of long-term unemployed as
a percentage of the total unemployed, Aus-
tria performs better than the EU average.

The employment rate in Austria rose slightly
to 74.0 percent in 2022 compared to the
previous year. If the level of labour force
participation reflects the preferences of em-
ployees, higher employment rates do not
automatically lead to improvements in wel-
fare. 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 15th in terms of unemployment
rate and 13th in ferms of employment rate in
2022. In both cases, this means stagnation
compared to the previous year. In a long-
term comparison, however, Austria has
fallen back significantly (2012: 3rd 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 23rd place among
the 30 comparison countries with a percen-
tile rank of 26.7 (2022). This poor perfor-
mance can be explained by the high part-
time employment rate in Austria. Over the

5 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.

last 20 years, the employment rate in full-
time equivalents has barely increased in
Austria (2000: 62.6 percent, 2022: 63.9 per-
cent), while full-time employment has risen
steadily in most other European countries.
This resulted in a significant loss of position
(from 10th to 23rd place in the last 10 years).
Although the rates also stagnated in some
Scandinavian countries (Denmark, Iceland,
Norway), this was at a significantly higher
level than in Austria. Only Belgium, Greece
and Romania also have low employment
rates in full-time equivalents and have not
been able to increase these significantly in
the last 20 years.

The gender gap indicator for the employ-
ment rate of 25 to 44 year olds (in full-time
equivalents) reflects a pronounced differ-
ence between the employment behaviour
of men and women in Austria (percentile
rank 16.7, 26th place among 30 comparison
countries). In 2022, the working time-ad-
justed employment rate of women of prime
working age was 20.3 percentage points
lower than that of men. The difference was
only greater in the Czech Republic, Italy,
Greece and Switzerland. By contrast, the
gender gap was significantly lower in the
Scandinavian countries, but also in most
countries in Eastern Central Europe.

Especially in the longer term, social equalisa-
tion, protection against poverty and, in par-
ticular, participation in education confribute
to an efficient business and living environ-
ment. However, Austria has lost significant
ground in terms of the risk of poverty and in-
come distribution in recent years. The at-risk-
of-poverty rate, which as a relative measure
of poverty is also linked to the inequality of
income distribution, deteriorated again in
2022 compared to the previous year and
reached 14.8 percent (after 14.7 percent in
2021), the highest level since the turn of the
millennium. In terms of percentile rank (2022:
51.7), there was also a significant deterioro-
tion in the medium and long term (2012:
69.0, 2019: 69.0). In an international compari-
son, Austria ranked 15th out of 29 countries
in 2022. The at-risk-of-poverty rate is particu-
larly low in some Nordic countries (Finland,
Denmark) and in Eastern Central Europe
(Czech Republic, Slovakia, Slovenia).

The ratio between the disposable income of
the quintile of the population with the high-
estincome and that of the quintile with the
lowest income serves as an indicator of in-
come distribution. This gives Austria a per-
centile rank of 62.1 and 12th place among
29 comparable countries. Apart from minor
fluctuations, this figure has stagnated for 10
years; Austria's position has hardly changed.
The comparatively solid positioning is due to

¢ The full-time 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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the fact that many southern European and
central and eastern European countries are
ranked lower than Austria. Frequently used
comparative countries ("peers") in Scandina-
via, Belgium and the Netherlands tend fo
perform better than Austria in terms of in-
come 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 over 9 percent
during the financial market and economic
crisis and fell to 8.3 percent in 2019. How-
ever, the COVID-19 crisis led to a significant
increase to 9.5 percent in 2020. In 2021, the
NEET rate remained at a similar level

(9.4 percent) before falling slightly to 9.1 per-
centin 2022. For 2022, this results in a per-
centile rank of 60.0 and 13th place among
30 comparative countries. In an interna-
tional comparison, this means a deteriora-
fion in the short, medium and long term
(2012: 10th place, 2019: 9th place, 2021: 6th
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 can serve as an indicator of the qualifi-
cations of those currently in employment.
Participation in further education and train-
ing has increased significantly in Austria
since 2020 and the COVID-19-related lock-
downs, reaching 15.8 percent in 2022, the
highest level since 2017. As many comparo-
ble countries recorded similar increases, Aus-
fria did not manage to gain any position.
Austria's percentile rank and position (66.7
and 11th place respectively) remained un-
changed in 2022 compared to both the pre-
vious year and 2019. A slight deterioration
can be seen in a long-term comparison
(2012: percentile rank 76.7 or 8th place).

2.3 Use of natural resources

Energy intensity measures how productively
energy is used in an economy. It is also de-
termined by climate and weather condi-
tions. Both very hot summers and particularly
cold winters increase energy demand. A re-
duction in energy intensity was achieved in
2021 by 13 of the 31 countries compared. In
12 countries, including Austria, energy inten-
sity remained the same. A minority of

6 countries recorded a year-on-year in-
crease in energy input per unit of GDP. The
differences in levels between the countries
remain very large. Despite a slight improve-
ment in the level, Bulgaria remains in last
place, with 8.2 PJ per billion €. More than
seven times the amount of energy is needed
for the production of a unit of GDP than in
Switzerland (2021: 1.1 PJ per billion €).

WIFO M Reports on Austria

As in the previous year, Austria ranked 15th
in 2021 with 3.2 PJ per billion € and thus re-
mained in the lower midfield of the compari-
son counfries, which means a loss of position
in a ten-year comparison (percentile rank
2011: 67.7, 2021: 54.8). Switzerland remained
the fronfrunner, ahead of Ireland and Malta.

The CO:2 intensity is measured in terms of
emissions per unit of GDP. It is defermined by
absolute energy consumption and the pro-
portion of fossil fuels in the energy mix. Aus-
tria achieved a percentile rank of 64.5in
2021, a deterioration compared to the previ-
ous year. In a ten-year comparison, it fell sig-
nificantly behind its peer countries. In 2011,
Austria was ranked 8th out of 31 countries, in
2021 it only ranked 12th. 77.4 percent of the
comparative countries emitted more or the
same amount of CO2 per unit of GDP as
Austriain 2011, compared to 64.5 percent in
2021. At 181.8 t of CO2 per unit of GDP
(2021), the amount of emissions increased
compared to 2020 (178.3 t). The urgent
need for action to reduce emissions thus re-
mains. The ranking of the leading countries
remained unchanged in 2021. Switzerland
continued to have the lowest COz intensity,
ahead of Sweden and Ireland. There were
no changes in the last ranks either: Bulgaria
was once again in last place in 2021, behind
Poland and the Czech Republic. The differ-
ence between the first and last-placed
countries was even more pronounced in
2021 than in 2020. While Switzerland emitted
around 51.5 t of CO2 per unit of GDP, Bul-
garia emitted 789.3 t (Poland 613.5 1, Czech
Republic 508.1 t).

Renewable energy sources are used to pro-
vide heat and generate electricity. Due to
its topography, Austria traditionally has a
high share of hydropower. Photovoltaics,
wind energy and biomass are also renewa-
ble energy sources for electricity generation.
In 2021, the share of renewable energy
sources in total final energy consumption in
Austria (electricity and heat generation) was
36.4 percent. This puts Austria in the top
quarter of 29 countries, with only a slight de-
terioration compared to 2020. Measured by
percentile ranking 79.3 percent of countries
had an equal or lower share of renewable
energy sources than Austria. In a compari-
son over a longer period, Austria has lost
competitiveness. As in previous years, Ice-
land showed the highest share of renewable
energy sources in final energy consumption
in 2021, not least due to its stfrong use of ge-
othermal energy. Norway remained in sec-
ond place in 2021 and covered three quar-
ters of its energy consumption from renewa-
ble sources. Sweden was in third place. Lux-
embourg, Malta and Ireland lagged far be-
hind with shares of renewable energy
sources in final energy consumption of 12 to
13 percent.

Austria has lost competi-
tiveness in the indicators
for energy and CO: in-
tensity (measured by
GDP) over the longer
term and lost further
ground in 2021.

WIFO Radar
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The sfill high proportion of fossil fuels in the
Austrian energy mix implies a considerable
dependence on fossil fuel imports. Austria
has also been a net importer of electricity
since 2001. The energy dependency indica-
tor7, which expresses net energy imports as
share of gross domestic consumption,
measures the level of import dependency in
the energy sector. Among the 30 countries
compared, Austria was one of the countries
with a relatively high import dependency in
2021, although its position has improved in
recent years. While around 43 percent of
the countries compared were equally or
even more dependent on energy imports
than Austria in 2020, this figure was around
53 percent in 2021. The ten-year comparison
shows a significant improvement in position
(percentile rank 2011: 33.3).

Freight transport, especially road freight
fransport, causes external costs such as
greenhouse gas emissions, air pollution,
noise and congestion. The external costs of
fransporting goods vary by transport mode
i.e., rail, road and water have different envi-
ronmental impacts. Rail freight transport per-
forms better here than road freight
fransporté. Nevertheless, the majority of
goods are transported by lorry. The WIFO Ra-
dar uses the modal split by land transport,
i.e., the ratio of rail freight fransport to road
freight fransport, as an indicator of the
country-specific importance of environmen-
tally friendly freight transport.

In the long term, Austria remained in this indi-
cator in the same position among 29 com-
parative countries (percentile rank 75.9).
Lithuania had displaced Latvia from first
place in 2020 and performed best for the
second yearin arow in 2021. Estonia re-
mained in third place. Countries without rail-
way infrastructure, such as Malta and Cy-
prus, were naturally at the bottom of the
ranking. Ireland and Greece also have no
significant rail freight fransport.

How active a country is in the development
of environmental technologies is measured
by the indicator "share of patent applica-
tions for environmental technologies in a
country's fotal patent applications at the Eu-
ropean Patent Office". The delimitation of
environmental patents follows the new
OECD definition: in addition to technologies
for reducing emissions, those for adapting to
climate change are also taken into account
as well as ICT patents with environmental rel-
evance. A three-year average is used in or-
der to smooth out the strong fluctuations in
this indicator, particularly for small countries.
Austria improved significantly at the current
margin and was recently in the top third of
31 comparative countries (percentile rank
2020: 77.4, 2010: 45.2). Denmark continued

7 Norway has a special position here as a major ex-
porter of crude oil and natural gas. As an outlier it is
therefore not included in the country comparison.

to lead the field in terms of patent applica-
tions for environmental technologies.

2.4 Foreign trade

The Russian attack on Ukraine in the first
quarter of 2022 had a significant impact on
foreign frade flows of all members of the Eu-
ropean single market. Rising energy prices
had already led to a deterioration in the
terms of trade in 2021, but the shortage of
natural gas after the start of the war led to
dramatic price increases for energy com-
modities. This was associated with higher ex-
penditures on energy imports, which pushed
the current account balance into negative
territory in most European countries. Austria
was faced with a current account deficit of
0.3 percent of GDP in 2022, corresponding
to a deterioration by 1.9 percentage points
compared to the previous year. This put Aus-
tria in the 10th place in the international
comparison and improved slightly its relative
position compared to 2021 (Figure 1). With a
percentile rank of 70.0, Austria exceeded
the previous year's value and was only a
few percentage points below the long-term
benchmark from 2012. The comparatively
favourable current account balance was
primarily due to the normalisation of tourism
exports, which almost offset the net import
of fossil energy commodities.

In the second year after the outbreak of the
COVID-19 pandemic, nominal imports and
exports exceeded the previous year's figures
by more than a fifth. Foreign frade recov-
ered from border closures and supply chain
disruptions in 2022 and exceeded the level
from the pre-crisis year 2019. As energy
prices rose sharply, the terms of tfrade deteri-
orated by 5 percent in 2022 compared to
2021.

The high dependency on fossil fuels, com-
bined with an import structure centred on
Russia, puts Austrian companies at a com-
petitive disadvantage in the medium term —
despite their position in this year's WIFO Ra-
dar. This is particularly true in energy-inten-
sive production areas.

Within Europe, the shift in relative prices in
favour of natural gas and oil was particularly
beneficial for Norway, whose current ac-
count balance rose from 13.6 percent (2021)
to 30.2 percent (2022). Apart from Norway,
only Denmark was able to significantly im-
prove its current account balance in 2022
(from 9.1 to 13.4 percent of GDP). In Lithuo-
nia, on the other hand, the negative devel-
opment in the previous year confinued
(from 1.1 to 5.5 percent of GDP) and Slove-
nia, Malta and Hungary also saw their bal-
ances deteriorate sharply (by around

8 Road freight transport accounted for 43 percent of
total fransportation emissions in 2021.
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4 percent of GDP in each case). Austria
overtook Slovenia and ltaly in the 2022 rank-

ing.

Austria's market share in global goods ex-
ports (to around 180 countries) continued to
decline in 2022 after a marginal reduction in
the previous year (-0.1 percentage point
compared to 2021). Accordingly, Austria
slipped by two ranks (Figure 2). Austria's mar-
ket share of global tourism exports (fo
around 170 countries), which had slumped
during the COVID-19 pandemic

(2021 -0.9 percentage points), recovered
somewhat in 2022 (+0.2 percentage points
to just under 2 percent). The lively demand
in the 2022 summer season had a particu-
larly positive impact on tourism exports (Fritz
& Burton, 2022; Burton & Ehn-Fragner, 2023).
With the 7th place and a percentile rank of
81.0 among 31 comparable European
countries, Austria almost reached the per-
centile rank of 84.0 that it held from 2000 to
2020.

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 its price competitiveness. An apprecia-
tion of the euro tends to increase export
prices, while a depreciation tends to lower
Austrian export prices abroad. However, the
pass-through of exchange rate fluctuations
into export prices depends on competitive

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 both trading partners
correct the appreciation or depreciation of
the bilateral exchange rate. Real-effective
exchange rate indices supplement the infor-
mation on bilateral exchange rate changes
with relative price and wage fluctuations.
Table 2 shows the development of the over-
allindex deflated by the harmonised con-
sumer price index or unit labour costs and
the sub-index for industrial goods (deflated
by consumer or producer prices) for Austria’.

Austria's price competitiveness improved sig-
nificantly in 2022. This was partly due to the
depreciation of the euro against the curren-
cies of important tfrading partners (USA, Rus-
sia, Switzerland and China); on the other
hand, inflation in Austria remained compar-
atively low during 2022. Particularly through-
out the countries in Central, Eastern and
South-Eastern Europe the energy price shock
had a much greater impact on consumer
prices, producer prices and unit labour costs
than in Austria. In a three-year comparison,
all of the effective exchange rate indices
listed in Table 2 remained stable in real
terms; the extent of the appreciation was
minimal in a long-term comparison (2012-
2022). Measured in terms of producer prices,
Austria was even able to slightly improve its
price competitiveness.

Table 2: Real effective exchange rate indices for Austria in comparison

2021-22 2019-2022 2012-2022
Average year-to-year percentage changes

Overall 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

- 20 - 0.0 + 0.3
- 25 + 0.2 + 0.3
- 1.7 + 0.1 + 0.3
- 3.6 - 09 - 03

Source: WDS - WIFO Data System, Macrobond.

3. Focus topic: Populism and economic development

The term populism refers to political move-
ments that emphasise the contrast between
"ordinary" persons, whose frue representa-
tives populists see themselves as, and an
"elite" or the "establishment" (Guriev & Papai-
oannou, 2022) and often exaggerate this us-
ing (rhetorical) dramatisation®. International

? 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
frade flows and the price and cost indices analysed,
are described in more detail in Url et al. (2023). Due to

WIFO M Reports on Austria

research on the economic effects of popu-
lism has observed a noticeable increase in
the significance of populism in recent dec-
ades, which is no longer only gaining ground
in developing or emerging countries, but
also increasingly in industrialised nations
(Funke et al., 2023).

the specific measurement method, the exchange
rate indices are presented separately (Table 2) and
not shown as a percentile rank.

10 See e.g., https://www.duden.de/recht
schreibung/Populismus.

Austria's market share of
global goods exports fell
sharply in 2022. The
share of the global tour-
ism market recovered
slightly.

Austria's price competi-
tiveness improved signif-
icantly in 2022.
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The international litera-
ture shows that the
global rise in populism is
having a negative im-
pact on the competi-
tiveness of the countries
concerned.

On average across all
24 indicators, Austria's
competitiveness has re-
cently improved slightly.

10 WIFO Radar

With the significant increase in populism, es-
pecially since the 2008-09 financial market
and economic crisis, the scientific debate
on this topic has also increased. Studies
show that populist governments have a
negative impact on the economic develop-
ment of the respective countries. Populism
also jeopardises international competitive-
ness and long-term prosperity. The following
overview of selected studies briefly summa-
rises the most important findings from the lit-
erature.

Economic analyses of populist politics go
back a long way: Sachs (1989) and Dorn-
busch and Edwards (1991) focus on Latin
American populism in the 1960s. A typical
pattern is that populists initially spark an eco-
nomic boom based on expansive fiscal pol-
icy, but this is short-lived due to unsustaina-
ble policies and ultimately leads to political
and economic crises. Until a few decades
ago, such cycles were mainly observed in
developing and emerging countries, but
since the late 1990s, populism has also be-
come much sfronger in industrialised coun-
tries. Important explanations for the rise in
populism include pronounced globalisation
and the effects of trade and automation on
labour markets and employment in industry
(see Bekhtiar, 2023 for Austria and Dijkstra

et al., 2020 for the EU), as well as the eco-

nomic crises of recent decades (Guiso et al.,

2019).

Funke et al. (2023) have presented a com-
prehensive quantitative assessment of the
economic consequences of populism. The
analysis covers 60 major economies that fo-
gether account for more than 95 percent of
global GDP (bothin 1955 and 2015) and is
analysed over a period of around 100 years.
The authors show that the number of popu-
lists in government has peaked since the
early 2000s and that right-wing populism has
now overtaken left-wing populism.

Essentially, Funke et al. (2023) confirm the
finding that populist governments cause se-
vere economic damage: over a 15-year pe-
riod, GDP and consumption shrink by more
than 10 percent compared to a

4. Summary

Austria recently achieved an average per-
centile rank of 64.4 for all indicators of the
WIFO Radar, which means that Austria still
lags behind the top third of comparable Eu-
ropean countries. Ten years earlier, the aver-
age percentile rank was sfill significantly
higher at 71.9.

With an average percentile rank of 75.8,
Austria recently performed best in terms of
real income, productivity and regional distri-
bution. One of the main reasons for this was
the very strong growth of real GDP of

counterfactual scenario without populists in
government offices. Contrary to the "anti-es-
tablishment rhetoric”, no improvements in in-
come distribution can be observed. Other
results of populist policies include the eco-
nomic disintegration of international frade
and financial markets, unsustainable macro-
economic policies and the erosion of exist-
ing institutions. In addition, an increase in na-
tional debt and inflation as well as a weak-
ening of democratic control mechanisms,
the independence of the judiciary and free-
dom of the press can be observed. This sug-
gests that populism is undermining the eco-
nomic benefits of democratic institutions.
The main findings of Funke et al. (2023) are
very robust and apply regardless of time pe-
riod and world region.

Populism often goes hand in hand with pro-
tectionism and economic nationalism. Brexit
is seen as a good example of this because
the referendum (with 51.9 percent in favour
of leaving) was very close and can there-
fore be seen as quasi-random. There are
now a large number of economic studies
that demonstrate the negative effects of
Brexit on production, productivity, foreign di-
rect investment and inflation. Born et al.
(2019) show that the Brexit vote in the UK
caused a decline in production of 1.7 to
2.5 percent by the end of 2018. By confrast,
Dhingra et al. (2017) estimate the long-term
impact of Brexit (effect after ten years)

at -6.3 to -9.4 percent of GDP. Bloom et al.
(2019) also show that the anticipation of
Brexit gradually reduced investment by
around 10 percent; the UK's productivity fell
by around 2 to 5 percent over the three
years following the referendum.

Overall, the literature shows clear negative
effects of populist policies, which severely
impair competitiveness through economic
disinfegration and reduced tfrade and lead
to pronounced economic losses in the long
term, which are comparable to intense eco-
nomic crises in terms of their extent. In addi-
tion, the erosion of democratic institutions is
accompanied by a loss of frust, which also
has a negative impact on forward-looking
economic decisions, such as investments.

4.8 percent in 2022, even by international
standards. As a result, Austria was able fo im-
prove significantly, particularly in terms of
multifactor productivity and productivity per
hour worked.

With an average percentile rank of 49.6 in
the indicators on the labour market and so-
cial living conditions, Austria was only in the
middle of the comparison countries. The low
employment rate (in full-time equivalents)
and the high gender gap in labour market
participation continue to have a
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dampening effect. Compared to the previ-
ous year, Austria was once again unable to
achieve an improvement in any indicator in
this dimension and also slipped towards the
lower midfield in the areas of unemployment
rate and risk of poverty.

In terms of the use of natural resources, Aus-
tria improved by 3.2 percentage points
compared to the previous year with an av-
erage percentile rank of 67.5. This is primarily
due to higher percentile ranks for environ-
mental patents and energy dependency. In
terms of energy intensity, however, past
losses in position have been consolidated
and Austria fell slightly behind the previous
year in ferms of COz intensity.

Austria's current account balance deterio-
rated recently due to high expenditures on
energy. Nevertheless, Austria improved its
ranking in the comparison of foreign trade
flows by one position (percentile rank 70.0).
Tourism exports recovered from the COVID-
19-related losses in 2021 with the successful
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