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The Second Austrian Economic Miracle

The concept of the ‘Austrian economic miracle’ has long 
found its way into the history books and refers to the 
period of rapid economic growth that quickly made Austria 
into a wealthy nation again after the Second World War.

The fall of the ‘Iron Curtain’ and above all the expansion of 
the European Union by the former Communist countries of 
Central and Eastern Europe finally laid the foundations for 
the ‘second Austrian economic miracle’.
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	 From 2002 to 2008, at 2.5 percent Austrian economic growth was faster than that of the 25 member- 

	 states of the EU (2.14 percent). The country is home to only 2 percent of the EU population, but deals  

	 with almost a tenth of the entire trade with the new member states.

	 Now every second Euro of Austrian prosperity is earned from exports. In terms of export growth,  

	 Austria is even European champion.

	 According to the World Competitiveness Report of 2007 (WCR), Austria has the best availability in the  

	 world of skilled labour and senior management and, after Denmark, the most highly motivated  

	 employees. 

	 Altogether, with a per capita GDP of Euro 35,600 for the working population Austria is already  

	 the fourth-richest country in the EU.

	 The tradition of the social partnership between employers and employees makes a significant  

	 contribution to social peace in Austria.

	 According to the WCR, for many years Austria has uninterruptedly taken the first ranking position in  

	 terms of living quality world-wide.
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There are many reasons for the ‘second economic miracle’. Apart from the fact that Austria has 
seized its opportunities as the link between the ‘old’ and ‘new’ EU countries, Austria implemen-

ted proactive structural reforms in time, so that it will continue to rank among the most prosperous 
countries with a good social system and a high employment rate in the future. The EU Commission 
has stressed that above all the reforms to safeguard and sustain the Austrian pension system in view 
of demographic shifts have exemplary nature.

It is all the more important not ‘to turn back’ these reforms. The labour market has been successfully 
liberalized, budget expenditure on active labour market policies has been doubled since 1994, public 
finances consolidated, state-run enterprises effectively privatized and Austria has been strengthe-
ned as a business location by a tax reform. But there is more behind the ‘second Austrian economic 
miracle’, a powerful and reliable driving force: Austrian industry!
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Industry as the Driving Force  
of Success

The facts speak a clear language. Especially since the ope-
ning of the Eastern European countries and the increased 
integration of the economy in world markets, industry has 
been the driving force for innovation and growth in our 
country. Directly and indirectly industry produces about 59 
percent of Austria’s added value, exports goods to the value 
of about Euro 12,000 per capita every year, safeguards jobs 
for more than 2.25 million people in the country and thus 
pays more than 55 percent of employee salaries in Austria.
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Austria as an Industrial Country

None of the leading industrial nations has a higher industrial quota than Austria: the proportion 
of Austria’s added value that is directly earned by the narrowest sector of industry alone comes 

to 30.7 percent. Only in Ireland, Norway and a few former planned economies in Central and Eastern 
Europe is the proportion of industry in gross added value higher than in Austria.
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A Model for the Process of Globalization

As the most exposed sector globally, industry has quickly learned that one of the keys to success 
is an efficient division of labour with other sectors. This makes it possible to improve competi-

tiveness and safeguard market shares. The success of this strategy becomes particularly clear in the 
highly competitive industrial sectors of engineering, the automotive industry and electronics. Over 
the past thirty years these very ‘national flagships’ have carried out a substantial division of labour  
(cf. table on the left) and have simultaneously evinced above-average growth within overall industry  
(cf. table on the right). Their proportion of overall added value from the production of material goods has 
increased from 22 to 33 percent over the past three decades.
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Industry as the Driving Force for Exports

Every second Euro of Austrian prosperity is already earned from exports. Here industry is the 
driving force. Since accession to the EU the volume of industrial sales has doubled to more than 

Euro 77 billion and the intensity of industrial exports (proportion of foreign sales in total sales) has 
increased from 44 to 56 percent.

Industry as the Driving Force for Productivity

Globalization has led to industry especially becoming exposed to constantly growing compe-
tition. At an early date Austrian industry realized that only productivity increases through 

product and process innovations, progressive automation or the efficient division of labour can 
guarantee its competitiveness. In terms of production performance per working hour, from 1976 to 
2006 Austrian industry managed to reach the second-highest productivity increases world-wide with 
an efficiency growth of 400 percent.
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Thus, under conditions of intensified global competition Austrian industry has become more 
efficient and modern. Nevertheless, productivity in the services sector still counts as one of the 

traditional problem areas in the annual OECD reports on Austria, not least due to the large public 
sector. If productivity growth in the services sector were in keeping with that of industry, average 
productivity growth in Austria would be 46 percent above the current level. A comparison shows: in 
no other economy is the industrial contribution to productivity growth as high as in Austria.
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A Pioneer in Capital Structure

A reinforced equity position is becoming more important for every enterprise in the light of Basel 
II. Although the equity capital of Austrian companies had been inadequate for decades, after the 

late 1980s industry managed radically to reverse the trend of diminishing equity capital quotas. With 
28.4 percent the equity capital quota in material goods production is today significantly higher than 
that of the market-oriented economy with 22.6 percent. However, Finland, which ranked second-last 
in the EU ahead of Austria with 35 percent in 1995, remains the paradigm and is top of Europe with 
56 percent today.

Industry is the Future

Education, research and innovativeness are of salient significance for the sustainable competitive-
ness of an economy. In Austria 44 percent of total expenditure on research comes from industrial 

enterprises. Thus, industry is not only the dynamo behind Austria’s success story, it also creates the 
basis for this success story to go on!
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An Important Trailblazer in Environmental Protection and Efficient Use of Energy

Due to the impressive growth of industry, its CO2 emissions have increased by 14.3 percent since 
1990, but industrial production has grown by more than 49 percent over the same period. This 

means that with a reduction of its energy intensity by more than 13 percent industry has surpassed 
all the other sectors in terms of the continuous improvement of the efficient use of energy. The active 
contribution of industry to environmental protection can also be seen in the weighting of energy 
sources. Since 1990 the proportion of coal and oil in final energy consumption has dropped by 35 and 
28 percent respectively, whereas the proportion of renewable energy has risen by 24 percent.
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Growth Accelerates Internationalization

The privatization of state-run enterprises, the liquidation of bank-owned industries, the opening 
up of foreign markets and complete liberalization have initiated an impressive trend of growth in 

major enterprises. The sales of the 20 largest industrial concerns in Austria alone have doubled from 
16.9 to 33.9 percent between 1995 and 2006, measured as a percentage of GDP. The establishment of 
major leading enterprises has significantly accelerated the process of internationalization and growth 
of the Austrian economy.
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The Success Story as Seen in the Example of an Industrial Worker

The success story of Austrian industry is also the success story of industrial workers, who can 
afford considerably more with their net hourly wages, including bonuses, than 27 years ago.

Trends in the Purchasing Power of Industrial Workers 1980 – 2007 (Source: WIFO)

Explanation: So as to be able to buy the following products, an industrial worker had to produce 
the following working performance (in hours and minutes) in the years 1980, 1995 and 2007:

1980 1995 2007

1l Whole milk 8.8 m 4.3 m 4.2 m

1kg Fine crystal sugar 10.8 m 6.5 m 5.4 m

250g Pure coffee 31.1 m 15.6 m 8.7 m

1kg Pork, cutlet
1 h 32.7 m 48.9 m 43.8 m

1 Ladies’ dress 19 h  2.8 m 13 h 25.0 m 7 h 32.0 m

1 Colour television 229 h 7.0 m 90 h 24.0 m 64 h 56.2 m

1l Normal petrol 7.5 m 4.6 m 5.3 m
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