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Foreword

Foreword

Dear Readers,

Despite the first tentative signs of recovery, the economic situa-
tion in Austria remains challenging. As an expaented coun-

try, Austria idacing geopolitical tensions, while structural weak-
nesses continue to weigh on its competitiveness. The latest de-
velopmentsn the labor market and the deterioratiasf key in-
dustrial indicators, such as the decline in investment, are warn-
ing signs that the current momentum is not sufficient to emerge
stronger from the crisis. The signs of incipient deindustrialization
are raising justified concerns about value creatiod jobs in
Austria as an industrial location. At the same tithisOpensup  chairman of théustrianProductivityBoarc
the opportunity to renew economic structures, expand techno- Professor Dr. Christoph Badelt
logical excellenceand establish new forms of industrial value

creation. Austria has good prerequisites for timsovative firmshighly skilled employees and the abil-
ity to shape change productively. It is now updabicymakersto leverage this potential with clear and
comprehensible economic policy objectives and a willingness to reforaataraly shape the economy.

This year, the first part of ti@oductivityreport is once again dedicated to monitorindicatorsacross

the economic, social and environmentdlars of sustainable competitivenesdver 80 indicatorgro-
vide a detailed overvievof Austriab strengths and weaknesses. The second part focuses on the chal-
lenges facing the industrial location. Thel@pth analyses indicate an acceleration of structural change:
Value creation and employment are shifting from material goods production to knevifddgsive
services and technologiriven activities, while unfavorable cost dynamics and increasing international
competition are further intensifying the change. In the third part,AhstrianProductivityBoardout-

lines guidelines for a futureriented location policy and presents recommendations for necessary re-
forms in key areas of economic policy.

I would like to thank all members of tAeistrianProductivityBoardfor their constructiveand produc-

tive cooperation. The editorial preparation of the report and the underlying analyses were carried out
by the staff of theAustrianProductivityBoardg office. | would like to thank the team for their excellent
and highly dedicated work. The members of te&pert poolhave made a significant contribution to
ensuring the scientific quality of tiheustrianProductivityBoardg work. Additionahsightsfrom a work-

shop and background discussions with experts fpabtic authorities, interest groups, funding agen-
cies, researcmstitutions, and advisorypodieshave also been incorporated into the recommendatibons.

The productivity reporprovides the foundatiofor evidencebased forward-looking economic policy.
| hopeyoufind it stimulating and informative!

rotessor Dr. Christoph

! My special thanks go to Franz Angerer (AEA), JulieBBbakpelwein (WIFO), Christoph Dabraber (AEA), Johannes Fraiss
(WKO), Christian Furtwang(@&EA), Luca Marcolf®ECD), Johannes Maye@trol),Alexandra Mazakluemer (FORWIT),
Leonhard Jor¢FFG), Luisa Kuniertelsmann Stiftung), Katharina Luger (AB8)nard Moshammer (Ministry of Social Af-
fairs), Martin Schmidhuber (Chamber of Labor), Eduard $td®), Sylvia Vana (BMWET), Roman (Bartelsmann Stiftung)
and Sonja Muckenhuber (BILL Institute for Educational Development). | would also like to taapkakienately3800 indus-
trial firmsthat took partin the WIFO industry survelhanks to their participatigrthe AustrianProductivityBoardwas able to
gainan overviewof the current situation. My special thanks go to Werner Holzl, who conducted the surtree\&tFO.
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Productivity Report 2025: Executive Summary

Productivity Report 202%xecutive Summary

This Productivity Report 2048y the AustrianProductivityBoardfulfils the Boards f legal mandate un-

der theFiscal Advisory Council and Productivity Board Act of(E@Kalratund Produktivitatsratgesetz
2021(FPRG 202)ipo provide an annual report on Austriacompetitivenesdhe Board ftask is to pre-

sent theNationalrat (the lower house of the Austrian Parliament) with an analysis of the lorigrm driv-

ersof tand prerequisites fot productivity and competitivenedsased on transparent and comparable
indicators. Aspects such as legal certainty, demographic structure, environmental and climate protec-
tion, and the quality of life of the population are also to be included in the assessment of productivity
and competitiveness. The analytical focus of&hstrian Productivity Boaid on medium to longerm
challenges for Austrigsustainable competitiveness.

The Productivity Report 2025 examitigskey factors influencing the competitivenesshaf manufac-

turing sector, with a focus on structural chanlpedepth analyses shed light in particular on the effects

of international trade developments and changes in energy prices on competitiveness and location de-
cisions in manufacturing.

Despite the long recession, Austii@conomy remained robust in many areas. However, important in-
dicators such as investment and productivity declined. The industry is losing competitiveness due to
high costs and structural deficits. At the same time, structural chamageeteratingValue creation is
shifting from production to knowledgand technologyntensive activities. Automation, digitalization

and international competition are driving this process and are therefore challenging the world of work.
The welfare state remains @fiignt, but is under pressure. Progress in energy efficiency and renewables
is visible, but the ecological transformation requires more comprehensive measures to ensure compet-
itiveness and social balance.

Macroeconomic development
Economy: Loss of competitiveness due to cost increases and structural weaknesses

Austria continues to have a high economic output per capita, but as a result of the 2023/24 recession,
it is now below the 2019 level. Labor productivity fell again in 2024, but is still above the 2019 level.
Industry is under growing competitive pressure due to high energy prices, increasing protectionism in
global trade and Chirfastrong industrial expansion. Unit labor costs have deteriorated comyited

the main trading partners, primarily as a result of falling productivity. In addition, Austria recorded the
strongest increase in collectively agreed wages in the OECD. Together with high energy costs, these
developments have weakened price competitivandis 2025, Austria expected to have the highest

tax ratio in the EU.

The global market share of Austrian goods exgwsdallen sharply in 2024. The appreciation of the
euro since the beginning of 2025 and weak foreign derhamaintensified competitive pressure. The
decline in net operatingurpluses has also accelerated.

At the same time, demographic change and the decline in working hours per person in employment are
increasingly limiting the supply of labor. Corporate dynamism is at the lower end of the EU.

Despite economic weakness and a high level of uncertainty, investment activity remains an important
pillar of overall economic development. However, Austrian companies are increasingly confronted with
restrictions when it comes to financing investmentsilgvtebt financing via bank loans continues to

be widely used, Austria is still at the lower end of the EU when it comes to the use of equity and venture
capital for corporate financing.

Iv8Z (] o }( M S8]}vU peSE] [+ W/N & *p0Se &E ]v SDespild o @& VF
rising tertiary spending, the number of STEM graduates is stagmatiisl is a problem for achieving
progress in terms of digitalization and new technologies. Although Austria is considered a strong
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innovator in the European Innovation Scoreboard, it is losing ground to the inneleaiitong BEN-
ESCAND countrfagespite high R&D expenditure, contrary to the objectives of the national RTI strategy.
Austria also only ranks in the middle of the EU in terms of digital skills, infrastructute atidital
transformation ofenterprises The goal of catching up with the innovation leaders by 2030 is likely to
be missed.

Although trust in public institutions remains high, according to the indicators presented, political stabil-
ity and corruption control have recently declined noticeably

Social Sustainable welfare state with structural weaknesses and growing risks

The Austrian welfare state remaiefficient butis under increasing pressure due to demographic
change and the associated rise in expenditure on pensions, health and care. Despite the recession in
2023/24, the unemployment rate remained stable for a lomg buthas been rising since 2024. Em-
ployment in fultime equivalents has stagnated since 2022, meaning that Apgteaformance has

been weaker than the EU average. On the other hand, there was a positive development in the reduc-
tion of the NEET rate among young people, which almost reached the level of the BENESCAND countries.

Net equivalized household income ranks second in the EU and has recently been supported by tax relief
and antiinflationary measures. By contrast, the number of people affected by material and social dep-
rivation increased significantly in 2023 and remaiaed higher level in 2024. Income inequality re-
mains low compared to the rest of the EU. Wealth inequality remains above the EU average.

The childcare rate fazhildren under three remains below the level of comparatdeuntries buthas
reached the Barcelona target since 2028ld3are forchildrenfrom three up b the compulsorysciool
ageslightly exceeds the Eaverage buis lower than in the BENESCAND states; only around 40% of
child are places are futime compatible. The proportion of people with education beyond compulsory
schooling iigh butis only growing slowly. Educational inequalities by social background persist.

Life expectancy in good health is falling, while overall life expectancy continues to rise. This reduces the
proportion of healthy life years. Austria ranks in the middle of the EU in terms of subjectively perceived
health status and chronic illnesses.

Ecological transformation and climate policy: Progress from a low level

Austria has made progress in the expansion of renewable energies and in the intensity of energy use. In

addition, dependence on natural gas imports is decreasing. However, Austria is in the top third of the
hio Jv § GBue }( ulee]}ve JvS v)PEErdindly, giee@bolstV/gas emissions per capita

fell in 2023, but remained above the EU and BENESCAND average. The transpbdsecunded

the strongest increase since 1990. Net emissions have recently increased due torelmtedeforest

damaP U =« (}E& +S« & ]Jv & -<]JvPOC JuJvP «}uE& - }( K X

The potential of the circular economy has so far only been exploited to a limited extent: Material con-
sumption ishigh,and resource productivity is only in the middle of the EU range. At the same time, the
economic importance of the environmental sector is constantly growing. Austria is one of the leading
EU countries for patents in the field of environmental technologies

Revenues from environmental taxes remain below the EU average, while -clansging subsidies
persist and thwart climate targets. In addition, the continued high per capita land consumption requires
increased efforts by the federal states to achievegbal of net zero land consumption.

The defossilization of emissieintensive sectors remains a key challenggpecially in the area of con-
flict between ecological responsibility and competitiveness.

2 BENESCAND: Comparator countries Belgium, the Netherlands, Denmark, Sweden and Finland.
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Productivity development

Between 2012 and 2024, the average annual productivity growth rate in Austria was 0.7%, slightly below
the average annual productivity growth rate of 0.8% for the EU27 countries. This is primarily driven by
the negative growth rates in the years 2€®4.During this period, labor productivity in Austria fell

by an average of around 1.1% per year. This was mainly due to declines in labor productivity in the
manufacture of goods. This sector made the strongest negative contribution to growth in overall labo
productivity. Other sectors that contributed significantly to the decline in Austria were the construction
sector as well as the service sectors of trade, transportation, accommodation and food services and
economic services. One positive outlier in Aastas the information and communication sector, which
made an abow@verage positive contribution to labor productivity growth compared to the EU27 coun-
tries. The decline in labor productivity in 2023 and 2024 can be attributed to the recession and compa-
nies[labor hoarding until 2024. The emerging improvement in the economy should shift productivity
growth back into positive territory.

Despite the recent negative contributiomsanufacturingremains the most important sectoral driver

of productivity growth in the long term. Strengthening innovation, digital transformation and automa-
tion in industry as well as the expansion of knowledtgnsive businesselated services with high
value creabn potential are key starting points for a futtogented structural policy. These develop-
ments are usually accompanied by a stronger lupldf intangible capitali.e. nonphysical assets such

as intellectual property rights, brands or corporatedtigs- which in Austria has so far been restrained

in international comparison.

Structural change and deindustrialization

International competition and distortions in global trade

Developments in international trade have a decisive influence on the competitiveness of Austrian in-
dustry. As a strongly expeastiented economy, Austria is particularly susceptible to changes in global
trade relations. The introduction of tariffs and atheotectionist measures by important trading part-

ners such as the USA and increasing competition from emerging economies such as China pose consid-
erable challenges.

UScustomspolicy

The new US import tariffs introduced in 2025 mark a significant intensification of protectionist tenden-
cies in global trade. In contrast to the measutesngthe "Trump I" tariffs in 2018, almost all EU ex-
ports are now affected. For Austrian companies, more than 3% of whose value creation depends on US
final demand, this will have a noticeable impact, particularly on the automotive, mechanical engineering
andpharmaceutical industries.

Empirical analyses show that the 2018 tariffs did not result in a significant decline in the export volumes
of Austrian companies to the USA, but did reduce export values (volume x price) by around 10%. Af-
fected companies compensated for losses in demanddjusting prices and diversifying their export
markets more strongly. Investment activity fell temporarily, without any lasting effects on employment
or productivity.

The tariffs introduced in 2025 will be significantly more extensive and higher, especially for steel and
aluminum. At the same time, the uncertain trade policy situation is increasing the reluctance to invest.
In a survey, 41% of industrial companies stditat they were reducing planned investments due to the
increased uncertainty. Overall, the evidence suggests that the latest US tariffs are likely to have a greater
and longetterm impact on Austrif exportoriented industrial sectors.
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Competition with China

Chinap strong export growth since 2001, supported by industrial policy, has shaped competitive condi-
tions in Europe. Against this backdrop, the EU adapted its China strategy in 2019 (competitor/systemic
rival) and created instruments such as &uoibsidy procegres, IPl and, most recently, tariffs crehi-

cles. For Austria, 202023 will see a broad increase in Chinese competition, particularly in the manu-
facture of data processing equipment and the manufacture of electrical equipment.

In the period 2012022, increasing competition from China did not yet have any impact on employment
or value added. However, the analysis of the reactions of Austrian companies points to a decrease in
R&D expenditure with stronger growth in Chinese coitipaton the domestic market, while increasing
Chinese competition in export markets triggered low but positive productivity effects. The companies
concerned tended to diversify their sales markets more strongly (more export destinations), but without
expanding their portfolio of exported products. There is no evidence of systematic offshoring for the
observation period up to 2022.

However, data from the WIFO industry survey shows an increased tendency towards relocations (+15%)
and job cuts (+16%) among Austrian industrial companies that are under strong competitive pressure
from Chinese suppliers over the next five years. In additi production activities, high vahaelded

areas such as design, research and development or prodiecated IT are also affected by job reduc-

tion plans, which indicates an increasing risk of the outflow ofduglity employment and skills. How-

ever, this trend is most pronounceatgardingproduction activities. Increasing competitive pressure

from Chinese competitors is therefore likely to accelerate structural change in the industry.

Developments in foreign trade require a targeted economic policy respomsaintain and improve

the competitiveness of Austrian industry. Against this backdrop, the strengthening of research, technol-
ogy and innovation, a reorientation of funding policy, the deepening of the European single market and
the strengthening of tradeefations with international growth regions are becoming increasingly im-
portant. At European level, further development of measures is also required to address distortions of
compeition in international trade and ensure fair framework conditions.

Energy costs as a driver of structural change in Austrian industry

Reducing energy costs and making rapid progress in the energy transition are crucial for the competi-
tiveness of Austrian industry. High energy prices weaken the international position ofiatemgive
industries and increase the risk of production ratmmns and job losses. At the same time, rising energy
costs and climate policy act as accelerators of structural change, as they influence the cost structure in
favor of more energefficient and lower K Jv peSE&] » v Iviu] S]A]&hergyr dZ (pSpt
intensive industries in Austria therefore depeifaigielyon whether it is possible to provide sufficient
low-cost, climateneutral energy and leverage the energy efficiency potential of companies. However,
turning away from the energy and climate targets would be a strategic mistake: It would only provide
limited relief in the short term, but would exacerbate deindustrialization in the long term and consoli-
date technological deficits compared to competitors from the USA and, above all, Chirlématac

energy transition that is as efficient as possible with a focus on grid expansion, storage and infrastruc-
ture is therefore a prerequisite for securing the industrial base in Austria in the long term.

Impact of energy costs @mompanies

Energy prices have stabilized at a high level following the massive increases in 2021 and 2022. As a result
of the energy crisis, energy costs in the corporate sector initially rose by an average of 15% (2021) and
38% (2022), and in energtensive industes by as much as 28% and 46% respectively. Companies in

the emissions trading system recorded increases of up to 59%, while individual companies saw their
energy costs more than double. Although support measures have partially alleviated the burden, elec-
tricity prices for Austrian companies will remain in the top third of thevide distribution in 2024 and
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probablybeyond andherefore represent a structural competitive risk. The development of electricity
priceshassignificantly worsened the cost position of Austrian industrial companies in a European com-
parison. In a survey, around three quarters of en@mtgnsive companies rate energy prices as a sig-
nificant risk; outside of these sectors, almost half of allstréhl companies also rate the high energy

costs accordingly. This assessment often goes hand in hand with an increased willingness to reduce
production activities in Austria or relocate them abroad. The high personnel and energy costs are cited
as the most important reasons for this.

Adaptation potential through energy efficiency improvements

Companies can hardly compensate for the persistently high energy prices by switching energy sources.
Reducing energy intensity through efficiency measures therefore remains the ketesmosidapta-

tion strategy. An analysis of energy consumption at comfeuel shows that energy intensitgneas-

ured as the share of energy costs in real production vdias improved cumulatively by around 4.8%

or an average of 0.35% per year since 2009. This development is primarily due to improved capacity
utilization and the modernization of technical processes. Efficiency measures in the narrowef sense
i.e. organizational and operational optimizations without the use of new technolduige also con-
tributed to the improvement, albeit to a lesser extent.

Estimates show that simple;limuse improvements in energy efficiencynsideringso-called rebound

effects, could result in savings of around 7 to 8% of average gross energy consumption according to
companieggoods usage statistics. In enefgiensive sectors, the potential savings are somewhat
higher, at around 8 to 10%. Even if some of the savings resulting from efficiency improvements are
offset by higher productionthe rebound effect is between 15 an@@% depending on the sector, with

an average of around 24% in enengtensive sectorsthere is still considerable net savings potential.

Overall, efficiency measures cannot compensate for the burden of high energy prices, but they do
strengthen the competitiveness and resilience of companies. Improved energy utilization not only re-
duces costs anemissions bualso boosts productivity. Energy efficiency measures are therefore a cen-
tral, shortterm lever for adapting companies to a permanently more demanding energy environment.
They should therefore receive consistent political support and be combined witinienés in new
energy technologis. However, various studies point to a significant increase in energy consumption in
the event of complete déossilization.

Energyintensive industries only have limited shtatm options to react to the sharp rise in energy
prices; structural adjustments require high investments and time. Since the energy crisis, high energy
and personnel costs have had a considerable negatipact on competitiveness, especially in interna-
tional comparison with the USA or China, where energy is significantly cheaper. Austrian companies
have so far been able to partially compensate for this disadvantage through high energy efficiency and
technological strength, but this lead is in danger of dwindling. Permanently higher energy prices in Eu-
rope and uncertainties regarding the expansion of renewable energies are increasing the pressure on
the industry.

In terms of economic policy, it is important to stabilize the cost base in a targeted méorretample

by restructuring the grid fee regulations, reducing tax burdens and accelerating the provision of carbon
neutral energy. However, these measures carsecure competitiveness in the long term. In the me-
dium and long term, transformation policy should focus on innovatidmuse energy generation, ef-
ficiency improvements and the full integration of the European internal energy market and actively sup-
port structural change&o secure industrial core competencies and strengthen the competitiveness of
energyintensive sectors in the long term.

Longterm trends in the development of companies and employment in the Austrian economy

The discussion about a possible deindustrialization of Europe has taken on new urgency due to rising
energy prices and geopolitical tensions. In Austria, as in other industrialized countries, there is an
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accelerated structural change from industry to service activities. Emtegysive sectors are experi-
encing a decline in production, while knowledigiensive services are gaining in importance. Reloca-
tions, a shortage of skilled workers and ecologia@plirements are reinforcing this trend. At the same
time, the shift in value creation towards innovatdnmiven services opens up opportunities for produc-
tivity gains. Against this backdrop, it is important to support structural change in terms of economic
policy and to secure industrial skills for the future.

Changes in industry and activity structure at sectoral, regional and functional level

From a longerm perspective (1992023), structural change in Austria shows complex sectoral, re-
gional and functional dynamics. In a comparison of economic sectors, the share afddmidand
employment accounted for by thmanufacturing sectas declining in the long term, while knowleege
intensive servicesparticularly economic, scientific and information technology areas gaining in
importance. Withirmanufacturing structural change is heterogeneous: Consumer goods sectors are
experiencing employment losses, while the mechanical engineering and chemical/pharmaceutical in-
dustries are expanding. From a regional perspective, the federal states are developing differently: While
Vienna and Salzburg recorded declines in the share of employment in the manufacturing sector, export
oriented regions such as Upper Austria and Vorarlberg were able to strengthen their industrial base. A
skilled workforce is proving to be a key factor forpadility and growth. In functional terms, the
change in the 2012024 period under review is increasingly taking place within the companies them-
selves: Production processes are supplemented or replaced by research, development andrservice
ented activites, resulting in hybrid business models. Overall, these developments illustrate-the far
reaching transformation of the economic structure towards knowldmged, serviceriented forms

of value creation.

Structural change and employment

The structural change in Austria between 2013 and 2022 led to significant shifts in employment, wages
and employment histories. Following job losses inn@mufacturing sector69% of those affected

found employment again, mostly by switching sectors to market services (31.9%), while 22% became
unemployed and 9% left the labor market. Wage trends depended heavily on the target sector: A change
within the industry increased wagdy an average of 4.5%, while transitions to-mamket services

were associated with wage losses of around 3.4%. On average, the switch to market services did not
lead to any wage losses. Although older employees (50+) lost their jobs less frequenilyert un-
employed more often (+13.6%) than-29-yearolds when they lost their jobs. Women had a higher

risk of unemployment (+3.5%) and labor inactivity (+3.8%) than men as a result of being released from
manufacturing The level of education proved to be a decisive adjustment factor: As qualifications in-
creased, the risks of unemployment and inactivity decreased and the likelihood of switching to
knowledgeintensive services increased significantly. Younger and laeguemployees were less

likely to benefit from this upward mobility. In terms of labor market policy, this requires targeted further
training offers, retraining and regional adaptation stratetpesupport vulnerable groups in structural
change and mmote transitions to productive, knowledg#ensive activities.

Current developments on the labor market

Since the beginning of 2023, there has been a significant decline in industrial production in Austria,
which is having an increasing impact on the labor market. B0R2M6, the overall economic unem-
ployment rate will have risen by around one percentagatpmost strongly in the manufacturing of
goods and in market services. Particularly affected are people with compulsory schooling, whose unem-
ployment rate rose at an aboaerage rate and who accounted for almost half of the total increase in
unemploymet. There were also gendspecific differences: Unemployment among women has risen
faster than among men since 2024 In terms of age, unemployment increased primarily among younger
people (under 25), while the increase among older people (50+) was defayahahtions of the data
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from the WIFO industry survey indicate that a reduction in employment is planned over the next five
years, particularly in industrial production, while growth is expected in knowiegesive areas such

as research, development and product IT. The lafenket thus reflects the accelerated structural
change: Jobs are increasingly shifting away from manufacturing and towards technology and service
oriented activities.

The ongoing structural change and recent developments on the labor market require a targeted eco-
nomic policy response. In addition to measures to secure industrial competitivefoessxample
through stable energy prices and innovatfdendly frameworlconditions- labor market policy instru-
ments are coming to the fore. Priority is given to supportingskilled and older people who are par-
ticularly affected by job loss and wage risks. Further training anelgtied qualifications should start

at anearly stage and facilitate the transition to knowledlgensive services. Evidenbased, sectoral

labor market programs with a clear evaluation of success can reduce wage polarization, meet the de-
mand for skilled workers in a targeted manner and impesuployment opportunities. Regionally dif-
ferentiated strategies are necessary in order to take account of differences in the adaptability of local
labor markets, to do justice to the limited geographical mobility of workers and to secure sustainable
employnent prospects in the course of structural change.

Recommendations of the Productivity Council

A futureoriented location strategy must actively shape structural change by strengthening existing in-
dustrial and technological competencies, enabling new comparative advantages and anchoring produc-
tivity growth as the overarching goal of all economicsingctural policy measures. Productivity arises

from the efficient allocation of resources, rapid technological diffusion and technical change, which to-
gether drive structural change as a process of renewal. It is therefore the task of policymakdrs to fac
tate structural change through reliable, innovatioiendly and socially balanced framework conditions,

to promote key technologies and to take equal account of economic, environmental and social conse-
guences. This results in four priority startingnp@ifor a modern location and industrial policy: (i) A
future-oriented RTI policy should specifically promote fields of technology according to their degree of
maturity and potential, accelerate the diffusion of innovation and strengthen qualificéi@expand

key technologies and develop new ones. (ii) A strategy for skilled workers must strengthen qualification,
labor market integration and longer labor market participation in order to avoid bottlenecks in technical
and digital professions and to cushibe social impact of structural change. It contributes to the further
development of human capital. (iccelerating the expansion of renewable energéeglires clear
expansion paths, planning and investment security as well as progress with the EIWG and EABG in order
to ensure the energy transition and competitive energy prices. (iv) Coordination at European level
should drive forward the deepening ofetlinternal market, value chains in key technologies, energy
policy and regulatory reforms in order to strengthen Eufppempetitiveness and innovative strength.

In its reports from 2023 and 2024, the Productivity Council has already formulated recommendations
that address both the various dimensions of productivity development and the four central starting
points of a futureoriented location strategy. The dimemss$ of productivity development include the
production factors capital (investment, capital formation) and labor (labor supply, human capital devel-
opment) as well as the corresponding factor costs on the one hand, and the framework conditions that
are decsive for productivity progress (technological progress, businessipréefficiency and govern-

ment performance) on the other. In tlegpendixo this years recommendations, the Productivity Re-

port 2025 provides a compact overview of the previous recommendations in the main text. For the most
part, these recommendations remain valid. This ge@commendations of the Productivity Council
supplement the previous recommendations with dimensions that have emerged as priority areas of
political action that have not yet been fully addressed, particularly on the basis ofigtimanalyses

of the Productivity Report 2025.
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Shaping structural change, boosting productivity groRécommendations of th&ustrianProductiv-
ity Board2025

y Reorientation of research and technology policy (RTI) through fatieweted priorities and consistent fung

ing approaches

Recommendation 1The federal government should focus innovation funding on areas of strength ar
technologies with high location potential and promote bothitierket penetration of innovative solutions ai
the operational application of new technologies.

y

Setting priorities in research fundingublic funds should increasingly be directed towards areas that
tribute to the deepening and diversification of existing areas of strength and the development of tec
gies that are strategically relevant for the location. In the medium to long teerdevelopment of ke
technology fields should be promoted in which Austria has the opportunity to achieve technologici
ership on the basis of existing scientific expertise or existing domain knowledge dmdgilthup new com-
parative advantages in international trade. The thematic focus should support transformation prec
in particular the digital and ecological transformatiand be reflected in the new RTI pact. The func
programs should be desigthé¢o be open to all technologies and offer the funding recipients sufficient
ibility in terms of content to be able to adapt to a dynamically changing technological environment
the framework of the funding. Furthermore, output and impact indisashould be given greater consi
eration in the allocation of R&D funding (e.g. to avoid deadweight effects) and sufficiently long f
periods should be ensured.

Set up key technology clustéihe thematic focus on key technologies is intended to promote the cre
tion of scientific and industrial communities that also cover different stages of integrated value chai
establishing key technologjusters. It should be possible to combine separate funding pillars (FWF,
aws) flexibly and unbureaucratically along ambitious development concepts. Regulatory sandboxe
provide simplifications for innovative companies for limited periods of¢éanesupport the development
of such clusters.

Strengthen technology diffusion and targeted application of modern key technoldgiestrengths of
the Austrian location should be used strategically and developed further in a targeted manner. By |
these with modern key technologiesspecially in areas where there are currently technological back
- existing locational adwtages such as industrial skills, domain knowledge and qualified specialists
expanded and strengthened by rapidly integrating technological developments intogetastinologies
and products.

Enable flexible combination of funding instruments across the innovation précesgrove innovation
performance, flexible funding instruments should be developed that cover the entire innovation pra
from the idea to the marketand are geared towards measurable milestones, e.g. on the basis of co
itive stagegate approachethat accompany innovators through different innovation phases and also
bly combine instruments from different funding institutions.

Ensure greater scalability through coordination with European initiativesovng support for compa-
nies and close coordination with European initiatives, such as the EIC Accelerator, should ensure i
scalability, visibility and impact, especially for disruptive innovations.

Strengthen cooperation programs through longer financing periesisblished and successful coopere
tion programs between university research and industry (Christian Doppler Research Association,
Comet) should be strengthened through extended funding guarantee periods (performance and ful
agreements).

Promotethe adoption of innovative technologies through incentives and traiSipgcific qualification
measures should support companies in building up the skills and necessary expertise to acceleratt
adoption of innovative and productivignhancing key technologies (e.g. artificial intelligence). In add
tion, specific incentis for investments in innovative technologies (e.g. special depreciation rules) sl
be created.

Promoting innovation through public procuremeRtiblic procurement is a largely untapped lever and
should be used strategically to promote innovation, especially in the context of rusgioted policy
approaches.
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Productivity Report 2025: Executive Summary

y Increasing the labaupplyand developing human capital by improving basic qualifications, apprentic
trainingandan active labor market polidn structural change

Increase labor supply, establish basic qualifications

Recommendation 4n view of technological and demographic change, there is an urgent need for a cc
hensive strategy to strengthen the supply of labor (skilled labor strategy) in terms of quantity and qu
order to meet the complex and heterogeneous needs of [gewfith a lack of basic qualifications, the fede
government should adopt a comprehensive approach. Existing education and labor market policy inst
for different age groups should be integrated, coordinated and expanded wheresaege

y Ensure target groupriented teaching of basic qualificatiomsmust be ensured that the target groups
existing measures are actually reached and that they are informed about the opportunities for acqt
and the benefits of basic qualifications. The needs of those who have at most a compulsory schoo
certificate should be specifically addressed. Individual obstacles to acquiring further educational gt
tions must also be taken into account.

y Avoid deficits at an early stageindings from the school entry screening, the "IKM Plus" and the defi
identified by the AMS should be analyzed and processed holistically with regard to the acquisition
qualifications and the associated costs. The effectiveness of eatlyodhileducation and upbringing
must also be taken into account. The education system must ensure that sufficient basic qualificati
available at the end of compulsory schoolWith this in mind, appropriate resourcemsist also be made
available for the effective and sustainable acquisition of basic qualifications.

Promoting apprenticeship training

Recommendation 3fhe federal government should expand the existing AMS support measures for ac
apprenticeship training in a targeted manner and take additional initiatives to increase the attractive
apprenticeships in the long term.

y Promoting access @pprenticeship training=or people who do not complete further education after
compulsory schooling, access to apprenticeship training should be comprehensively promoted, arr
other things by establishing the required qualifications for apprenticeship training.

y Target grouporiented information A comprehensive program to reach the target group and provide |
vant information on possible training paths and directions should be developed.

y Increase the attractiveness of apprenticeship trainiftgeattractiveness of apprenticeship training
should be increased through quality assurance of the training content and good working conditions

y Strengthening the link between apprenticeship training and higher qualificatibagink between ap-
prenticeship training and higher qualifications should be improved. This should be achieved both b
creasing the transfer of people with a university entrance qualification/matura to apprenticeship tra
and by increasing the pemability of apprenticeship training to higher education.

y Strengthen the range of apprenticeshipsentives need to be created for companies to provide more
apprenticeships

Strengthening active labor market policy in structural change

Recommendation Zogether with the AMS, the federal government should coordinate qualification mee
of active labor market policy with regional and professional needs. In addition to direct placement, qual
and the achievement of permanently higher wages shbalemphasized in the target orientation.

y Close cooperation between the AMS and employ@isse cooperation between the AMS and employe
for the initial and further training and (re)qualification of workesile ensuring that skilled workers ca
be deployed throughout the industrys a prerequisite for the targeted reduction and prevemtof skills
shortages and the development of the qualifications required in the future. The existing instrument:
laborfoundations(Arbeitsstiftungehand jobrelated qualification already represent adequate approac
for the requalification of workerfor certain sectors and regions and should be provided with the nec
sary resources for further strengthening.

y Promote opportunities for advancemetitp-skilling should not be given lower priority than (immediate
job placementQualifications should be geared towards occupations that will be in demand in the fu
and in the long term and that will enable higher wages. By upgragiskilling AMS measures could be
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geared more towards occupations in demand and meeting the need for skilled workers, especially
areas of digital skills, STEM and green skills, and achievetemgepositive wage effects for the peopls
receiving support (AMS, 2025). A focusromediate job placemendan hinder these goals. The federal
government should set a priority in the labor market policy targets (AMSG 859 para. 2) that promot
qualification measures of the AMS.

Social securityThe federal government should take measures to provide social security for people i
phase of structural change. In addition to the proven instruments of the welfare state, the focus sht
placed more on activation and qualification measures.althds to combine structural change with op-
portunities for advancement and social mobility instead of slowing it down through passive transfer
ments.

Conduct impact analysed/hen implementing the measures, suitable data should be collected using
quality designs, ideally including randomized controlled trials (RCTs), and impact analyses should
ried out.

Improve understanding of the need for skilled workérsorder to improve the understanding of the de
mand for skilled workers, it is necessary to administratively collect data on occupations from emplc
This could be done by reporting this data to the social security authorities when registering.

y Accelerating the expansion of renewable energies through forsaking and consistent energy planni
measures to secure coeeffective energy and an increase in energy efficiency

Implement futureoriented and consistent energy planning to secure the industrial and technology locat|

Recommendation 5The federal government should develop an adaptive and integrated overall systel
for the energy transition involving all levels of government. This plan should be aligned with clearly
expansion targets and implemation steps beyond 2040 and be implemented consistently

y

Integrate regional energy infrastructure with supregional and nationaystems: Theoverall planning
objective should primarily be to ensure the coordinated, integrated provision of energy infrastructurt
across allevels of government.

Align renewable expansion pathgth expecteddemand: The expansion of renewables must be adapte
to the expected consumption and harmonized across technologies.

Standardize spatial energy planniBgatial energy planning should be standardized nationwide, mad
legally binding and harmonized with the expansion paths.

Monitoring the implementation of the EABB1e implementation of the EABG should be ensured by ¢
dination and monitoring the generation benchmarks of the federal states.

Align generationbenchmarksin the EABG with expansion patlys: Under the EABG, thprescribed gen-
eration benchmarks of the federal states should be aligned with the overall economic expansion p:
Evidencebased adaptation and adaptive management at project |&eadular, evidenebased adjust-
ment and adaptive management at project level can prevent the development of both overcapacity
undersupply and at the same time respond flexibly to the dynamics of different locetorxample, by
also taking the engy requirements of data centers into account in planning.

Expand storage technologid$ie expansion of storage technologies shoulddoeleratedand grid
friendly use should be promoted through monetary incentives.

Setting the course for a sustainable gas supply

Recommendation 6fhefederalgovernment should further accelerate the expansion of renewable gase
hydrogen and prioritize their use in industrial processes.

y

Rapidly implement the Renewable Gas Act (EGG) and developterforsrategy for the demand, pro-
duction and use aenewable gase<lear regulatory and infrastructural framework conditions are re-
quired- in particular the establishment of a hydrogen stgstnetwork, connection to storage facilities
and integration into the EU network. The rapid implementation of the EU hydrogeyaamdarket pack-
age in the Natural Gas Act (GWG) is crucial in order to create investment security and planning cle
Promoting the rampup of the hydrogen economyn addition to investment subsidies, the current stat
of technology also requires operating cost subsidies to ensurgdomgnvestment security. In view of
the currently still limited economic viability of many applications, funding instrumentsidi®apecifi-
cally geared towards pilot and scaling projects.
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Productivity Report 2025: Executive Summary

y Assess biomethane potential realisticaliy from a macroeconomic perspectivemust beconsidered
that various economic sectors are competing for limited biomass resources and that forests are inc
JvPoC SPEV]VP (E}lu K e]vle Jv§} K }uE <X

y WE}Iu}s K %SUE v psl.addrréddonding produtss should be bound for as long ¢
possible or recycledfor example by using them in plastics production or in other durable materials.

y Own generation of natural gas to bridge the transition phasboth the European and Austrian contex
in-house production of natural gas should be promoted to bridge the transition phase in the energy
sition in order to dampen the volatility and uncertainty of the LNG markets to which Austria and ott
countries have turned as a result of the Ukraine conflict.

Secure costffective energy, increase efficiency

Recommendation 7thefederalgovernment should take structural measures to redndestrygenergy costs
and stabilize price paths.

y Combineshortterm reliefwith structural measures to reduce cas@hortterm relief for energyntensive
companies should be combined with measures that make a structural contribution to reducingarost
example by accelerating the expansion ofdbenesticgrid infrastructure and storage capacities.

y Expand transmission gridehe accelerated expansion of the transmission gridsigtriaand at the Euro-
pean borders is a key prerequisite for the efficient use of renewable surpluses, reducing price diffe
between bidding zones and lowering system costs.

y Strengthen competition in the end customer markite competitive distortions identified by BWB anc
E-Control due to crosshareholdings and market structures require targeted intervention to ensure f;
pricing and market transparency.

y Strategically linking efficiency and innovation policyergy efficiency measurescluding lowthreshold
measures must becontinued butshould be linked to technological modernization and competitivene
Subsidies must steer innovation towards productivity and technological renewal, not just focus on |
ing greenhouse gases.

y Develop new financing instruments for grid expansidm sole allocation of grid costs to consumers
places a disproportionate burden on SMEs and households. Green bonds or similar capitadnmarket
ented instruments should be used to mobilize more private and institutional funds for grid expansic

y Coordinate European climate and industrial policyiew of unequal climate policies outside Europe ¢
the limited impact of CBAM, greater coordination is needed to eliminate the undesirable effects of 1
EUE capandtrade system in international competition.

y Intensify coordination at European level for the rapid implementation of reforms and measures to
strengthen competitiveness

Supporting companies in opening up hew sales maaketstrengthening competitiveness through coord
tion with EU partners

Recommendation 8fhe Austrian federal government and the Austrian members of the European Parli
should support and promote efforts at EU level to increase integration and use of the EU internalas
well as the negotiation and ratification of additional trade agreements with third countries

y Support the harmonization of national legislation within the framework of the EU internal market st
egy. Austria should support efforts to harmonize national legislation within the framework of the EU
nal marketstrategy. This includes explicit consideration of the goal of harmonizing the legal framew
within Europe when transposing EU law into national law. Individual additions to the national imple
tion of EU directives lead to regulatory fragmentation #mcs create additional obstacles to crdmsder
business activities within the EU.

y Simplify national administrative and bureaucratic processdse course of harmonizing and simplifyin
national administrative and bureaucratic processes, Austria should focus more on best practice ap
proaches and follow the recommendations of the Single Market Enforcement Taskforce. The reduc
restrictiveand divergent regulations is particularly important for the strengthening of trade in service
(licensing and certification regulations) as part of the EU internal market strategy.

y Proactive trade policy and ratification of already negotiated trade agreentértsiustrian Federal Gov
ernment should approve the ratification of trade agreements already negotiated in the European C
These include, in particular, the Mercosur Agreement, the modernized agreement with Mexico and
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first agreement with Indonesia. In addition, Austria should work to ensure that ongoing negotiation:
important growth regions such as India, the Philippines and Malaysia are driven forward intensivel

y Reduce dependencies on raw materisilsorder to free ourselves from strategic dependencies, we ne
a longterm, consistently implemented overall European strategy that focuses on diversifications@
production and recycling.

y Pushahead with a strategic European industrial policgtrategic European industrial policy should be
based on coordination, complementary strengths and common goals, thereby strengthening the Ei
pean industrial location and its competitiveness. A minimum proportion of European added value (
in Euro") for public tenders as well as the use of European funding instruments includingaarn opt
tion for reasons that do not relate to price (e.g. availability) and options for increases, for example i
nomic security is at risk, support this objective. A common funding basis for projects of strategic i
portance (e.g. research, defense) is also required by pooling funds from European programs and &
ing central initiatives in the EU budget. Nationdustrial policy should be coordinated with the Europe
Competitiveness Fund, be sensibly and coherently integrated into the European strategy and mak
geted use of the advantages of the internal market.

Effectively countering market distortions in international competition at EU level

Recommendation 9t the BU level, the federal government should advocate evaluation and subseque!
(LESZ E A 0}%u vs }( 32 h[e SCE sttumehts % cdihibp} \cobapptitiodjstgning
practices in international trade

y Resumption of negotiations with Chiwith a view to the Comprehensive Agreement on InvestmEem:
Austrian Members of the European Parliament should advocate a resumption of negotiations with
with regard to the Comprehensive Agreement on Investment. As part of any negotiations, the lifting
Chinese sanctions against members of the Eumopealiament should also be sought.

y Strengthen EU measures against distortions of competition in international tkadgia should advocat
examining the necessity and possibility of additional EU measures to counter distortions of compet
that are not comprehensively addressed by the existing EU trade policy instruments. To this end, t
ing portfolio of meaures should first be evaluated on a scientific basis.

Driving forward energyarket integration and climate policy coordination in the EU

Recommendation 10hefederalgovernment should push for greater market integration at European lev
expanding the European transmission grids and strengthening interconnectivity.

y Structural integration of the energy marketdie European internal energy market should be more clc
integrated. Due to the long negotiation periods, the political process for the European market desic
2030 should be initiated now. TFederalgovernment should work at European level to further devela
the system so that it is less or@ledly based on price signals and is better protected against extrem
fluctuations in electricity prices.

y Crosshorder network expansion and interconnectivifjre expansion of transmission grids at Europes
borders is a key prerequisite for the efficient use of renewable surpluses, reducing price difference
tween bidding zones and lowering system costs fétieralgovernment should work at European level
further develop the system so that it is less -@medly based on price signals and is better protected
against extreme fluctuations in electricity prices.
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The Austrian Productivity Board

TheAustrianProductivityBoard

TheAustrian Productivity Boaiid an independent body made up of five independent economists and
their respective representatives. The members are delegated by the federal government, the Austrian
Federal Economic Chamber and the Federal Chamber of Labor for a period of six y&#ssalsaed
Productivity BoardAct 2021, Federal Law Gazette BGBI. | No. 226/2021). In addition, the Oester-
reichische Nationalbank (OeNB) and the Parliamentary Budget Service participate in the regular meet-
ings of theBoardin an advisory capacity. An office located at the OeNB with four employees supports
the Austrian Productivity Boaid its tasks.

Members Substitute members
Dispatched by the Federal Government

EneritusProfessor Dr. Christoph
Badelt

Chairman of thédustrian
Productivity Board

President of the Fiscal Council
© OeNB

Mag. Dr. Wolfgang Schwarzbaue
Head of Regional Economic Poli
and Foreign Trade, EcoAustria
© Weinwurm

Prof. Dr. Tobias Thomas
Deputy Chairman of th&ustrian
Productivity Board

Professor of Economic Policy,
University of Graz, Schumpeter
Center

© OeNB

Dr. Alfred Katterl

Head of the General Economic
Policy Division, Federal Ministry
Finance

Dr. Silvia Rochakis

Research Group Labor Economi
Income and Social Security,
Austrian Institute of Economic
Research

© Alexander Mueller

Julia Bachtroglednger, PhD
Research Group Regional Economi
and Spatial Analysis,

Austrian Institute of Economic
Research

© OeNB

Delegated by the Austrian Federal Economic Chamber

Dr. Ulrike Oschischnig

Head of the Statistics Departmer
of the Austrian Federal Economi
Chamber

MMag.a Claudia Huber

Head of the Economic Policy
Department of the Austrian Federal
Economic Chamber

© OeNB

Delegated by the Federal Chamber of Labor

Mag. Sepp Zuckerstatter
Department of Economics and
Statistics, Vienna Chamber of
Labor

Dr. Helene Schuberth

Head of theeconomics
Department, Austrian Trade Union
Federation

© OeNB
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Consulting institutions

Representatives of the Parliamentary Budget Service

Mag. PauEckerstorfer, PhD
Deputy Head of the Budget Service
the Parliament

Kristina Fuchs, MPA
Head of the Budget Service of the
Parliament

Dr. Gerhard Fenz
Head of Business Cyélralysis
Oesterreichische Nationalbank

Expert pool

The experts advise th&ustrian Productivity Boamwh specialist issues during the term of office from
29.4.202228.4.2028. In this way, they contribute to scientific quality assurance.

Univ-Prof. DrJesus Crespo Cuaresma
Department of Economics, Vienna University of Eco-
nomics and Business

Prof. DrPeter Egger
Department of Management, Technology and Eco-
nomics, ETH Zurich

Prof. MMagGabriel FelbermayPhD
Director of the WIFO

Univ-Prof.in DI Dr.illexia Firnkranz
PrskawetzMA

Institute of Stochastics and Industrial Mathematics,
Vienna University of Technology

Univ-Prof. DrMartin Halla
Department of Economics, Vienna University of Eco-
nomics and Business

Ao. UniwProf.in Dr.irKarin HeitzmannVSc
Institute for Social Policy, Vienna University of Eco-
nomics and Business

Mag.a Dr.irClaudia KettneMarx, MSc
Senior Economist, WIFO

Prof. Mag. DWolfgang Lutz
Institute for Demography, University of Vienna

Privi:-Doz. Mag. DMichael Peneder
DeputyDirector, WIFO

Mag.Wolfgang Polt
Chairman International Support Group for the
Austrian Mission Facility
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Prof. MMag. DriKlaus Prettner
Department of Economics, Vienna University of Eco-
nomics and Business

Univ-Prof.Philipp Schmidbengler PhD
Institute of Economics, University of Vienna

Prof.in Dr.in Dr.in h.8onika Schnitzer
Comparative Economic Research, LMU Munich;
Chairwoman of the German Council of Economic Ex-
pertsfor the Assessment of Macroeconomic Devel-
opments

Univ:Doz. Mag. DRobert Stehrer
Scientific Director, wiiw

Univ-Prof.in Mag.a Dr.iNadia Steiber
Institute of Sociology, University of Vienna; IHS

Prof. Mag. DiKarl Steininger
Wegener Center for Climate and Global Change,
University of Graz

DI Dr. MatthiaSWeber, MA
Head of Center for Innovation Systems & Policy, AIT
LISIS, Université Gustave Eiffel

Univ:Prof.in DI Dr.iSonjaWogrin MSc
Institute for Electricity Economics and Energy Inno-
vation, Graz University of Technology

Univ-Prof.in DI Dr.i€hristine Zulehner
Institute of Economics, University of Vienna
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The Austrian Productivity Board

TheBoard Elegal mandate

With the adoption of the Fiscal aRdoductivity Boardct 2021 (FPRG 2021) at the end of 2021, Austria
complied with the EU Council Recommendation 2016/C 349/01 on the establishment of national
productivity committees in the member states. The aim of these councils is to identify and promote
measures and refms to strengthen the competitiveness and productivity of the respective member
state. This is intended to improve the coordination of economic policy within the eur&®zodactivity

Boards are indepndent bodies and are therefore not subject to any instructions. The FPRG 2021 defines
the following areas of responsibility for tAestrian Productivity Board

x Diagnosis and analysis of competitiveness and productivity

x Comparisons with global competitors

X Analysis of political challenges and evaluation of policy options (with referecmaflioting objec-
tives between policy areas)

X Annual reporting on analyses and investigation results to the National Council

X Active participation in national and international forums

x Participation in the formation of public opinion

In line with the EU Council Recommendation, the FPRG 2021 provides Aarsttian Productivity

Boardto draw up analyses of the lotgrm drivers and prerequisites for productivity and competitive-

ness on the basis of transparent and comparable indicators. The following criteria must be taken into
account: i) innovation, ii) increasing attractivenessrfeestment, business and human capital, and iii)

cost and norcost factors that can have an impact on the prices and quality of goods and services. These
criteria of the EU Council Recommendation are expanded in the FPRG 2021 to include aspects of legal
certainty, the level of education, the demographic structure, environmental and climate protection and
the quality of life of the population.

In the explanatory notes to the legal text, this extension is justified by developments within the Euro-
pean framework, such as the European Green Deal. The Europearg dndevth strategy from 2019

is based on the four complementary pillars of i) environmental sustainability, ii) productivity gains, iii)
fairness and iv) macroeconomic stability. With regard to these pillars, the explanatory text of the FPRG
2021 emphasizethat productivity should not only be seen as an indicator of the performance of the
Austrian economy, but should also be interpreted on the basis of aspects of ecological transformation
and social responsibility.

The references in the law to the Federal Budget Act 2013 §2(3) (BHG 2013) and the Federal Constitu-
tional Act 813(3) ®G) are also important for the interpretation of the legal mandate toAtngrian
Productivity BoardBoth laws implicitly describe the relevant dimensions of a high standard of living in
Austria. In the quoted passages of the BHG 2013, the legislator makes it clear that a macroeconomic
balance in federal budget management should be in line with tleavial) objectives: i) balanced eco-

nomic growth, ii) price stability, iii) a competitive social market economy, iv) full employment, v) social
progress and vi) a high level of environmental protection and improvement of environmental quality.
The relevant sections of the\B5 also emphasizedhthe federal government, federal states and mu-
nicipalities must strive for the actual equality of women and men in their budget management. Due to
the legal mandate, the thematic scope to be covered bytistrian Productivity Boarsimuch broader

thanin other nationaproductivity board, whose analyses focus more on the determinants and perfor-
mance indicators of productivity growth (see Pilat, 2023).
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1. Introduction

1.1 Sustainable competitiveness

In line with its broad mandate, thAustrian Productivity Boaid guided by th&eyondGDP approach

(see Stiglitz et al., 2009). The focus here is on empowering people to lead a meaningful life now and in
the future (y Figurel.1). This depends on the opportunities for realization offered to the members of a
society. These opportunities are primarily influenced by three individual factors: i) the material standard
of living (income, consumption and wealth), ii) health and iii) educarhese individual factors are
influenced by the economic, social and ecological environment (Sen, 1985, 1999). These three dimen-
sions are in turn in constant interaction with each other. They must therefore be considered together
in order to achieveustainable development.

Hgurel.1: Schematic representation of the BeyeB®P approach
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In the Beyond GDP approach, permanently available household income and the choice between tangi-
ble and intangible goods and services are key determinants of quality of life abeingliMeasuring
economic performance on the basis of gross domestic td@DP) per capita and productivity devel-
opment remains important. However, it is seen as a means of promoting a high quality of life, which is
also characterized by economic and social participation. This participation in turn depends on social
conditiors that enable the acquisition and promotion of the necessary skills.

There is currently no consensus on how to measure competitiveness according to the Beyond GDP tar-
gets? International organizations and statistical offices have developed various approaches to measur-

ing economic and social progress based on the Beyond GDP approathN Hugenda 203Was

adopted by the UN General Assembly in 2015 and currently represents an important political framework

for achieving economic, environmental and social sustainability through its Sustainable Development

Goals (SDGSpther initiatives likedowg LifeAOECD)Green GrowtH{OECD) or theEU Agenda 2030

focus on similar approaches and advocate a broader measurement of prosperity and social progress

3 Fleurbaey (2009), Vladimirov et al. (2023).
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that goes beyond GDP and encompasses economic, environmental and social developments. With the
Human Development Index (HQWN), an indicator has been available since 1990 that summarizes the
factors of prosperity mentioned initem 5in a single figure. The European Commission addressed the
issue of measuring prosperity as early as 2007 under théBitlgondGDP'and presented th& ransi-

tion Performance Indein 2021, an indicator based on the BeydBDP approach. The OECD has been
developing theéBetter Life Indesince 2015. In Austria, Statistics Austria has calculated a dashboard for
2021 with"How is Austria doingif line with the Beyond GDP concept. Since then, Statistics Austria
has been offering comprehensiwgnitoring of the 17 UN SD@n its website based on around 260
indicators.

Building on theVIFO Competitiveness Ragl#ie Austrian Productivity Boaf@roduktivitatsrat2023)

has set up an extended monitoring system that enables a comprehensive assessment of the develop-
ment of Austrigs sustainable competitivenés#ccordingly, sustainable competitiveness reflects the
"ability of an economic system" to "create sustainably high real incomes and improve social and ecolog-
ical living conditions while continuously changing and shaping the framework conditions". kigigtori
continuously adapted to requirements.

The monitoring of thdustrian Productivity Boaiid also made available in anline dashboard This

enables country comparisons and trend analyses as well as the download of graphics and all data in-
cluded in the monitoring. Brief descriptions and interpretations of the indicators are provided. In addi-
tion to the data status at the editorial dead of the annual productivity report, the dashboard also
provides access to the latest available data. It was revised and adapted again in the current reporting
year.

Many of the monitoring indicators are structural in nature, i.e. they change only slowly over time and
relative to the comparison countries. Meaningful changes in these indicators can therefore only be seen
in the medium to long term. Theustrian Productivity Boattlerefore follows dhree-year cyclen the
presentation of the monitoring. In the first year of a cycle, the productivity report provides a compre-
hensive analysis of all dimensions and individual indicators of the monitoring. The 2023 Fxoductiv
Report marked the start of the current cycle. In the following two years, monitoring will be presented
in shorter form in the productivity report. The focus is then etleipth analyses of topics that are par-
ticularly relevant to Austrif sustainable competitiveness.

1.2 Conceptualremarks onthe monitoring

TheProductivity Boar@ monitoring definesustainable competitiveness the set of institutions, pol-

icies and factors that ensure that an economy remains productive in the long term while ensuring social
and environmental sustainability (Bilb@sorio et al., 2013pocial sustainabilityeans that all people

have access to health, participation, and security, and can contribute to and benefit from the fountry
economic prosperity in the best possible waglsocontributes to fulfilling the Copenhagen criteria of

Art. 2 of the Treaty on European Unidtl) in the long termEnvironmentakustainabilityrequires

careful management of natural resources within fixed biophysical limits to enable prosperity in the pre-
sent and the future.

Following these definitions, the monitoring is based on key indicatorgliree broad policy areas
pillars:economy socialandenvironment These are dealt witl Figurel.1 accordinglyfrom the inside

out in the followingy chapters2, 3 and4 . The "Economy" policy area covers those factors that are
associated with sustainably high incomes and material prosperity. They therefore determine the per-
formance of the Austrian economy. The "Social" policy area comprises the factors that contribute to

4 A detailed discussion of the indicators, their advantages and possible disadvantages compared to alternatives as well as any
limitations in terms of informative value or comparability can be found in the Productivity Report 2023 (Productivity Council
2023) and in the study on which the monitoring is based (Peneder et al., 2023) and takes place again in the first year of each
three-year cycle.
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ensuring a high quality of life and that enable members of society to achieve a high standard of living
and wellbeing. The "Environment" policy area reflects those factors that determine the ability to ensure
security of supply and quality of life for geations to come through the efficient and sustainable use

of natural resourcesy Figurel.2 provides an overview of the three pillars, their thematic breakdown
and the indicators (groups) selected for each thematic area.

For the economic policy assessment of the empirical findings in accordance with the FPRG 2021, it is
necessary to distinguish between performance indicators and determining factors for each policy area.
Therefore, all indicators of the three pillars welassified as input or output in the tables at the begin-

ning of chapter® to 4. At an aggregated level, this classification can vary depending on the topic and
context of analysis due to the many different interactions.

Competitiveness usually involves comparing economic units in order to analyze the achievement of tar-
gets and identify potential for improvement. TAastrian Productivity Boartierefore refrains from
calculating aggregated indices per policy area. The chosen presentation of the indicators over time and
in international comparison enables a differentiated analysis of the developments of individual indica-
tors and specific topiasithin the broad policy areas. To condense the information, aggregated indices
are used in some areas of the "Economy" policy area.

The units of comparison in the monitoring comprise the 27 EU couriEi#7¢r EU), the average of

the 20 euro countriesHA20or EA and theBENESCANjDoup of countries (Belgium, the Netherlands,
Sweden, Finland, DenmarEA and theBENESCANIDoup of countries (Belgium, Netherlands, Swe-
den, Finland, Denmafk)This selection is primarily based on the good comparability of theageo

nomic and institutional framework conditions. Comparisons withEumopean economies would only

be possible in a few areas due to limited data availability and could lead tsistentrepresentations.

The European comparison also offers methodological advantages due to the broad availability of har-
monized data. Where possible, weighted averages of the country groups are used. The country abbre-

viations correspond to thESO3166 classificatioand are listed in thes Appendix

This year, the monitoring was expanded to include indicators jprdaiction costslimension within
the "Economy" pillar. In addition to an indicator for the development of unit labor costs, these are indi-
cators for the energy costs for companies (s@extBox 1.1).

TextBox 1.1: Changes to monitoring in the 2025 Productivity Report compared to 2024

Nominal unit labor costs (NLSK)

The development of production costs per unit produced is of central importance for the pricing of
companies and thus their price competitiveness. Labor costs play an important role as a significant
cost item. Unit labor costs are therefore considered ariadigator of theprice competitivenessf a
company or an economy in an international comparison, both at company and macroeconomic level.
The monitoring uses data on nominal unit labor costs (NLSK) from Eurostangmaed 0 Ip_ulc

This data series is an index of the overall economic ratio of labor costs to labor productivity.

Thelabor costsare defined as the quotient of employee compensation (at current prices) and hours
worked. Thdabor productivityresults from the ratio of the chaindexed gross domestic product
(GDP, base year 2015) at market prices (in millions of euros) to the total number of hours worked. By

5 The BENESCAND countries were selected because, like Austria, they are small open economies in the EU with a high level of
economic development and, in some cases, similar economic policy frameworks. These countries overlap strongly with the
group of secaled innovation leaders, which are regularly listed inBhspean Innovation Scoreboarslthe most innovative

economies in Europe.
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using the GDP volume index, the actual production volume of goods and services is taken into ac-
count.

This indicator is also part of tiszoreboard in the Macroeconomic Imbalances Procedfutee Eu-

ropean Commission (MIP Scoreboard). This shows the percentage change in NLSK over a period of
three years. The NLSK is used together with other indicators such as the real effective exchange rate,
export performance, the current account balance #re international investment position to assess

the international competitiveness of tleeiro area

Although the NLSK are a meaningful measure of price competitiveness at company level, various
limitations must be taken into account when applying them at macroeconomic level:

x International comparability: The development of the NLSK must be considered in relation to the
most important international competitors (see e.g. Bittschi and Meyer, 2024). As the necessary
data is often available with a delay, statements on current dpredats are only possible to a
limited extent.

x Influence of inflation: The development of inflation has a significant impact on the development
of the NLSK. The monetary policy strategy of central banks, which usually aims for a low but posi-
tive inflation rate, is a determinant of inflation trends. éxdingly, a continuous increase in NLSK
is to be expected and stable NLSK are not realistic.

x Sectoral differences: The NLSK vary gréatiyeen individual economic sectors (e.g. manufac-
turing of goods vs. service sectors). An aggregated value calculated on the basis of value added in
all sectors may therefore incorrectly reflect seetpecific competitive margins.

x Economidluctuations: Productivity trends are subject to cyclical influences, which can result in
shortterm fluctuations in NLSK.

x Tradability of the output: Both sectors with tradable and-tradable output are included in the
calculation. This can distort the competitiveness of expoented sectors.

x Different reference values: Labor costs are based on the wage bill of employees, while procluctivity
is based on the working hours of all employees (including therselbyed). The two variables
are therefore not directly comparable. International comgxant are distorted due to differences
in the employment structure.

Although the NLSK based on aggregated data are related to cospgegific unit labor costs, they

can provide a distorted picture due to structural factors. The NLSK should therefore always be inter-
preted in the context of other indicators of price and fmsite competitiveness and in conjunction

with sectorspecific analyses.

Energy costs for companies

Due to geopolitical events and the energy transition, the development of energy costs has become
increasingly important in recent years. Energy imdispensable production factor in almost all in-
dustrial processesRising energy costs have a direct impact on the cost structure of companies and
influence their pricing, profit margins and investment decisions. Er@agysive sectors such as the
chemical industry, metal processing and paper manufacturing are parfjcaffected, as energy
accounts for a significant proportion of total costs in these sectors.

Energy costs also play a key role in location decisions and the attractiveness of investments. Energy
costs are closely linked to economic and climate policy objectives. They influence the incentives for
efficiency improvements, technological innovationd avestments in renewable energies.

Continuous monitoring of energy costs makes it possible to recognize risks from high or strongly
fluctuating energy prices at an early stage. It provides important information for energy and industrial
policy measures. In monitoring, tfaeus is on natural gas and electricity pricelsich represent the
central energy cost component for most companies.

The Eurostat data seriesg_pc 203 ¢natural gas) andrg_pc_205_¢electricity) contain infor-
mation on end consumer prices for rbauseholds, differentiated by consumption bandwidths.
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The companieftotal energy costs are made up of all energy sources used and correspond to a
weighted average price. However, Eurostat only provides data on natural gas and electricity. For sec-
tors with a high use of other energy sources such as ail, coal or disaticighehe informative value

is therefore limited. However, analyses of recent years show that natural gas and electricity dominate
in themajority of industrial sectors

The two data series therefore form a valuable basis for monitoring international price competitive-
ness. For a complete picture, however, they should be supplemented with-spetific infor-
mation on other energy sources.
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Figurel.2: Overview of the indicators used to monitor Ausfrieompetitiveness

Austria's competitiveness
Economy Social Environment

Note: Iny Tables 2.1, 3.1 and 4.1 and the respective sections of the report, some of the indicator groups are presented in
further disaggregated form.
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2. Policy area "Economy"

2.1 The mosimportart facts ata glance

GDP per capitand productivity

Austriaf economic output per
capitais high, but declining at
the current margin due to the
recession in 2023 and 2024 an
lower than in 2019Labor
productivityin Austriadeclined
againin 2024 Austriagindustry
is under increasing pressure,
partly as a result of the energy
crisis, protectionist tendencies
in global trade and Chirg
growing industrial dominance.

Corporate finance

Austrian companies are increasingly
confronted withfinancing restrictionsn
investments. External financing via banl
loans remains high, whereas the use of
equity and venture capital for corporate

financing in Austria is still
underdeveloped.

Skillsand human capital

The AustrialPISA scorea
secondary education are only ir
the middle of the EU range
despite comparatively small
drops due to the COVAD®
pandemic. Expenditure per
student in the tertiary sector
has increased significantly sinci
2019 Nevertheless, the number
of STEM graduatewho are
urgently needed in the context
of digitalization and new
technologies, stagnated.

Production factors capital and labor

The briskinvestment activityn Austria
- despite the subdued development a
the current margin due to the weak

economy and the pronounced
uncertainty- is a pillar of the
continued aboveaverage labor

productivity in Austria. In addition to
demographic change, the decline in
workinghours per person employed is
increasingly becoming a limiting factc

for the development of the labor
supply.

Competition

The downward trend inet operating

surplusesacceleratedBusiness

sluggish in Austria.

Innovation and technological
change

Although Austria is considered
astrong innovatoyit is
increasingly losing ground to
the most innovative
BENESCAND countries despit
highR&D expenditureThis
development is not in line with
the objectives of the Austrian
RTI strategy.

dynamics and consequently the

opportunity for accelerated structural
change and an increase in productivi
growth - was once again comparative

Production costs

The aboveaverage dynamics of
unit [abor costss a result of the
decline in productivity and the
high inflation phase, which led tc
the highest increase in
collectively agreed wages in the
OECD, as well as the hagiergy
costsworsened the price
competitiveness of domestic
companies. In 2025, Austria will
have the highediax ratioin the
EU.

Foreign trade

Theworld market sharef
Austrian goods exports fell
sharply in 2024. Sharp
increases in energy and unit
labor costs, the strong
appreciation of the euro
against the US dollar since the
beginning of 2025 and weak
external demand are creating
additional pressure.

Digitization
The digitabkillsof the Austrian
population, the digitainfrastructure

and thedigitization of companies
and public servicesre rather

mediocre across the EU. The target
of catching up with the innovation
leaders in the field of digitalization

Public institutions

by 2030 is likely to be clearly missel

Trust in public institutions is traditionally high in Austria, but in the
areas opolitical stabilityand corruption contro] Austria has fallen

significantly behind in recent years.
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Policy area "EconomyChapter2

Table2.1: Overview of the indicators of the "Economy" pillar

Austria

Value Rank ir Ccompared to

1. rank in EU27 (vs. previou: EU27 BENE- Trend since

Dimension/ Indicator Value year) (vs.2010 EU27 SCAND 2010*
Output indicators

GDP per capita2024

real (base year 2020), adjusted for purchasing power, thoi Luxembourg: 76,9 39,2 (-1,7%) 6(-3) P

EUR

Labor productivity2024

GDP (real, base year 2020, adjusted for purchasing powe Ireland: 83,9 50 (-0,2%) 8(+0) P

hour

Multifactor productivity 2024

Index (2010 = 100)
Production factors capital and labor
Input indicators

Gross fixed capital formatio2024

as % of GDP (adjusted for purchasing power)

Labor volume2024

in hours per capita

Labor volume2024

in hours per employed person

Labor force 2024

as % of the population

Employed person2024 L
as % of the labor force Czechia: 97,5 95 (-0,1 PP) 13 (-11)

Production costs

Input indicators
Tax ratig 2024
as % of GDP
Nominal unit labor cost2024
Index (2015 = 100)
Natural gas prices for business@924

Ireland: 166,9 105 (-0,9 PP) 20 ()

Estonia: 27,9 251(-0,1PP)  4(+12) P P
Luxembourg: 1108,3 7837 (-1,5%) 19 (-11)
Greece: 20025  1522,7 (-1,1%) 22 (-4)

Malta: 58,5 52,7 (-0,2PP) 16 (-7)

Ireland: 45,1 44,5 (+1,4 PP) 26 (-3)

Ireland: 106  136,6 (+10,1 PP) 14 (-6)

hZ % & DtZ & o &]A&xchdinchG8, MT, SE Bulgaria: 47,4 92(+5,2PP)  15(8) P

Electricity prices for businessex024 .

EUR per MWh relative to EU27 Sweden: 45,2 98,4 (-10,2 PP) 18(1) P
Foreign trade
Input indicators

o > _ .

I:\og|:t|c~siFt’§r.formance Indea023 Finland: 4,2 4 (-0 points) 5(5) P

Output indicators
ization i 22
Globalization index20 Netherlands: 89,7 87,6 (-0,1 PP) 5 (+0)

Ttiii
International supply chain®022
Share of production in %
World market share of goods export&024
Index (2010 = 100)
?orlplzf(:m;:]:isds export8022 Germany: 2 1,7 (-1,8%) 4(+1) P P
Input indicators
Enterprise birth rate2023
as % of active enterprises
Output indicators
Net operating surpluse024
as % of GDP
Innovation and technological change
Input indicators
R&D intensity2023

Luxembourg: 66,7 30,6 (+2,8 PP) 15 (-3)

Cyprus: 199,3 88,9 (-6,1 PP) 19 ()

Lithuania: 19,6 6,2(+0PP)  27(-13) P P

Ireland: 42,9 17,2(-22PP)  25(5) - -

as % of GDP Sweden: 3,6 3,3 (+0,1 PP) 3(+1) P P

R&D financed from abroa@023 .

as % of GDP Ireland: 0,7 0,6 (+0 PP) 4 (-3) - -

Business R&D intensit§023 _—

as % of GDP Belgium: 2 1,7 (+0,1 PP) 4(+0) P P
Output indicators

Share of innovative f|rr_ﬁ5202.2_ _ Belgium: 70,3 56.7 (3.3 PP) 8(+0) P

as % of firms with innovation activities

T"ad.l(? pgtent§2019 Sweden: 73,1 43,3 (+3,1%) 7(-2) P

per million inhabitants

ity i 1
Patent quality index2019 Luxembourg: 81 63 (-7 PP) 5+4) P

Percentile rank

6 The revision of the national accounts (NA) dated September 30, 2025 was taken into account exclusively in unit [@berrevisted data for
all other national accounts series was not yet available at the editorial deadline, as the corresponding data sourceviiANE®®)updated
until the next update in mitlovember 2025.
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ContinuedOverview of the indicators in the "Economy" pillar

Austria

Rank ir compared to

1. rank in EU2i Value EU27 BENE- Trend since
Dimension/ Indicator Value (vs. previous yea (vs. 2010 EU27 SCAND 2010*

Qualifications and human capital

Input indicators
Public education expenditure: primary letel022

Sweden: 1,9 0,9 (-0 PP 19 (+0 P
<9 }( ' Véxauding HR W (O PP) (+0)
Public education gxpendlture: secondary |dy2022 Belgium: 2,4 1,9 (-0,1 PP) 11 (-4)
« 9 }( ' Wxaluding IE
qubllc education expend|t9re:_tertlary levgt022 Luxembourg: 45,3 18,3 (+6,2%) 5(40) P
SZ}pe v hZ % E e&udingIEv
Output indicators
7d D PE [ S U [r2023fi10 Ireland: 39,5 24,6 (+1,2%) 5(-3) P
% E Uil Titi6rC &Er}o «
"d D PE u3 .U f2023016 Ireland: 34,1 157 (+1,3%)  19(2)
% E fUIIT Tit16rC &Er}o «
PISA score reading022 lreland: 516  480,4 (-4 points) 9 (+3)
excluding LU
PISA §core mathematic£022 Estonia: 509,9 487,3 (-12 points) 7 (+0)
excluding LU
PISA score scienc@022 Estonia: 525,8 491,3 (+1,5 points) 11 (-2)
excluding LU

Corporate finances

Input indicators
Market capitalization2023

- 9 }( ' Véxaluding IE, IT, LU Czechia: 244,8 26,3 (-0,2 PP) 14(+1) P P
Venture capital intensity (market statisticgp24 .

-9 }( ' Vexauding CY, MT Denmark: 0,1 0,027 (+0 PP) 15(-3) P P
Venture capital supply (industry statistic8)24 .

< 9 }( ' Wexaluding CY, MT Luxembourg: 0,2 0,013 (-0 PP) 19(-6) P P

Output indicators

Fig/ancing constraints on investmén2024 Netherlands: 2 20,7 (#7,2PP)  22(-15) P p
in %
,C’;d't constraint$ 2024 Czechia: 1,5 2.5 (-0,8 PP) 348) P P
in %

Digitalization
Input indicators
Digital infrastructuré 2024
Iv /E ~itiiie
Output indicators
Digital skill§ 2024
Iv £ ~itiiie
Digital transformation of enterprisés2024
Iv £ ~itiiie

?'g“i'E'zat""t’f of public servicg2024 Estonia: 94,5 80 (+1,4 points) 13 (-6)
\" ~1TIlle

Public institutions

Output indicators
Voice and accountability2023
W E vsS]Jo & vile ~itiiie
Political stability and absence of violen2623
W E vsS]Jo & vile ~itiiie
Government effectivenes£023

Malta: 98 58,1 (+4,5 points) 21 (-1)

Finland: 76,2 56,2 (-0 points) 12 (-3)

Denmark: 63,6 47,8 (+5,6 points) 10(-3) P

Denmark: 98,5 93,6 (-0,6 PP) 8(-2) P

Luxembourg: 87,7 71,6 (+2,7 PP) 10 (-6)

W E vijo @& vie ~itilie Denmark: 98,6 89,6 (-1,9 PP) 7 (-3) P
Regulatory quality2023 .

W E v§Jo @& vie ~itiiie Luxembourg: 99,1 90,1 (+2,8 PP) 9(-1)
Rule of law2023 Finland: 100 97,2 (+1,4PP)  4(+2) P

W E vSJo & vile ~itiiie
Control of corruption2023

W E vilo @& vie ~itiiie Denmark: 100 83,5(-1,4 PP) 11 (-3)

Sources: AMECO, Eurostat, World Bank, CEPII, OECD, KOF, CEIC, Invest Europe, EIB. Rovndetaith gégitaetsrat.at/en/dashboard

Notes: Preliminary classification into input/output indicators within the framework of the dimensions presented. Anssessthent requires
further analysis. The color coding shows how much Austria differs fronpé&gegroup. Whether a higher or lower deviation is considered "better"
depends on the relation to competitiveness: Positive reference (+): higher = better; negative refgréawer(= better; without clear reference:
Color coding is not applicablé. - Y+/- >30%, -/ - Y+/- 10t30%, / Y+/- <10%- The classification of an indicator as input or output only applies
within the respective dimension. The assignment may change in a different context.

* Or since the first available yedrFirst available year: 2012First available year: 2013 First available year: 2018'First available year: 2018.
SFirst available year: 2017R&D... research and developme®T,EM. mathematics, information technology, natural sciences and technology,
ISCED... educational classification. Editorial deadline for data updates: 30.09.2025.
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Policy area "EconomyChapter2

2.2 Development of key performance factors and determinants of economic sustainability

Theeconomic performancef a country determines the economic prosperity of its population. It also
influences many aspects of social development andbeély. Economic development should be con-
sidered in the context of a broad definition of competitiveness that encompasseegetys ability to
improve the quality of life in a sustainable and inclusive way. Interactions with social and ecological
performance must be taken into account. Economic performance depends on various factors and
framework conditions that influence both thegpluction factors used and their productivity.

To assess the ability of the Austrian economy to create and improve income and material prosperity in
the long term, the policy area was divided iten dimensions These include the following key perfor-
mance indicators:

X  Economic performance
X  GDP per capita and productivity
X  Production factors capital and labor
X Production costs
x Foreign trade

x  Determinants of economitevelopment
Competition

Innovation and technological change
Skillsand human capital

Corporate finances

Digitalization

X  Public institutions

X X X X X

y Table2.1 providesanoverviewof the evaluation of the indicators for the individual topic areas in the
Economy pillar. It shows Austligosition relative to theeer country groups and changes over time.

The classification of indicators as input or output only applies within the respective dimension. The as-
signment may change in a different context.

GDP per capita, productivity and production factors are important economic indicators that describe
the economic performanceat an aggregated level. Production costs result from the combination of
production factor prices and their productivity and can be interpreted both as a determining factor and
as a performance indicator. The foreign trade indicators are also among thenzerce indicators and
illustrate Austrigs high level of integration in international trade.

Structuraldetermining factorssuch as the economic structure, innovation and technology, digitaliza-
tion and human capital, are decisive for the current and future development of productivity and eco-
nomic performance. Institutional framework conditions shape the economic enviroremaotg other

things through their impact on competition, financing options for companies and infrastructure. Aus-
tria p high economic performance and productivity are traditionally based on high levels of investment
(including R&D investment) and the high quality of public institutions. Nevertheless, there is potential
for improvement in the areas of corporate financiagtrepreneurial environment, digitalization and
human capital.

GDP per capita and productivitg:2023 and 2024, Austridike Germany, Estonia and Finlamdas in
recession. In particular, Austrian industry suffered from the international economic downturn, which
also affected Germany, an important trading partner. In addition, the uncertainggd by the multiple

crises led to consumer restraint and a decline in investment activity. In a European comparison, the
aboveaverage importance of material goods production for the Austrian economy comes to the fore.
It was particularly affected by weak international demand in 2023 and 2024. Market service sectors are
generally less sensitive to economic cycles. In Austria, however, they make a smaller contribution to
value creation. Although real GDP per capita (adjdstgulirchasing power) fell accordingly during this
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phase, Austria was still in sixth place among EU countries in 2024 and 16% above the EU, &¥grage (
ure 2.1).” Following the prolonged recession, the latest forecasts by the Austrian National Bank, WIFO
and IHS predict a tentative upturn as early as 2025 (Bonin et al., 2025; Fenz et al., 2025:\&dt@man

and Ederer, 2025). In the medium term, however, traddliots) austerity pressures and structural
problems are hampering economic growth in Austria (Baumgartner and Kaniovski, 2025).

Labor productivity in Austria also fell for the second time in a row in 2024. Nevertheless, Austria re-
mained in eighth place in the EU and its productivity level was 15% above the EU average. The decline
was due in particular tmanufactuing andconstruction but also to some service sectorchapter5).
Although the high contributions of financial and insurance services to productivity growth in an interna-
tional comparison had a counteracting effect, they were only able to dampen the overall economic de-
cline. Since the financial and economic cris68/09, productivity growth in Austria has slowex

in many other industrialized nations. Due to the effective decline in productivity in Austria at the current
margin, domestic development decoupled from the trend in the EU27 and the BENESCANES countri
This is partly due to an unfavorable economic structure: Dynamic sectors such as the information and
communications industry are less important in Austria. In contrast, the accommodation and food ser-
vices sector, which is associated with low produgtigiowth, has a higher share of value added in an
international comparison. The recession in 2023 and 2024 and the labor hoarding by companies ob-
served during this period are also likely to have contributed to this development. While labor produc-
tivity in Austria remained clearly above the EU average despite its decline, multifactor productivity was
below it. The major crises of recent years have led to high volatility in the international economic envi-
ronment, which puts small shifts in rankings betweeuntries into perspective. However, Austria is
below the average of the BENESCAND countries in terms of labor productivity over the entire period
under review, and since 2020 also in terms of real GDP per capita.

The extent to which the crises since 2020 will affect the performance of the Austrian economy in the
long term will become clear in the coming ye8exeits jetzt stehtlie 6sterreichische Industrie jedoch
unter wachsendem Druckhe reasons for this include the energy cfisishapterz), sharply rising unit

labor costs ( TextBox2.1) as well aprotectionist tendencies in global trade and CHiriacreasing
industrial dominancéy chapter6). At the same time, the digital and ecological transformation contin-
ues to pose a significant challenge for the business location. The guventment programmthere-

fore provides for an industrial strategy that should include a vision for the location, the definition of
industrial priorities and the prioritization of measures to strengthen the business location.

"When interpreting the rankings, it should be noted that GDP itwibgop-rankedcountries, Luxembourg and Ireland, is
strongly inflatedby profit transfers from multinational companies.
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Figure2.1: Development of real GDP per capita
Constant prices in EUR 1,000 (adjusted for purchasing power, EU27 prices, base year 2020)
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SourceAMECO [Label: RVGDP].

Production factorsThe aboveaverage labor productivity in Austria compared to the rest of Europe is
partly due to the traditionally strong investment activity. Investment activity in Austria is currently sub-
dued as a result of the ongoing uncertainty regarding econom@ajsuent. Nevertheless, gross fixed
capital formation remained at a high level of 25.1% of GDP if.2l1#4 figure once again significantly
exceeded the average values for the EU27 (21.7%) and the BENESCAND countries (22.7%).

The increase in theolume of workcontributed significantly to economic growth in Austria between
2015 and 2019Dieser Trend wird sich jedoelifgrund der demografischen Entwicklung in Zukunft
umkehren.The number of hours worked per cagitadustria fell in 2024. It was only less than 1% above
the EU average, while the average gap in thecaess years (2012019) was still over 10%he volume

of work per employee also declined and remained well below thensis level following the sharp
slump in2020. The partime rate has been rising for both men and women since 2020. In particular,
the employment rate of older people is significantly below the average gbebe countrygroups

(vitem 54), although the gradual increase in the statutory retirement age for women has recently led
to an increase in the employment rate of older people and is likely to continue to rise. Overall, these
developments contributed to the emergence and worseningladrl shortages in many sectors. As a
result of demographic trends, the labor supply is also expected to become an increasingly limiting factor
for economic growth in the coming yeaPsdduktivitéatsrat2024).

Production costsAustriaf unit labor cost position deteriorated significantly due to akexerage in-

flation compared to the EU in 2023 and 2024 and the simultaneous decline in productivity. BAustria
unit labor costs rose by an average of 1.2 percentage points more per year during the pandemic and in
the following years (202R024) than those of its most important trading partner, Germany. At 21.8%,
the 3-year growth was also significantly abovettireshold value of the MIP scoreboard (9%), but also
significantly higher than in th@eer countrnygroups (EU average: 15.8%; BENESCAND: 12.6%), which led
to a corresponding deterioration in the price competitiveness of domestic companies. This development
was driven by the increases in collectively agreed wages in Austria over the past two ydargerehic

the highest in an OECD comparison (OECD, 2025, p. 58). In view of the persistently higher price momen-
tum compared to the EU average, ab@werage growth in nominal unit labor costs can also be ex-
pected in Austria in 2025. Even if the situation &hegualize in the medium term, Austria will not be

able to reverse the recent losses in competitiveness {SeextBox 2.1 for details).

8 See Friesenbichler and Holzl (2025).
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TextBox 2.1: Development of unit labor costs in an international comparison

As a quotient of average compensation per hour worked and real gross domestic product per hour
worked, nominal unit labor costs are influenced both by the development of labor costs (in the nu-
merator of the quotient) and by the development of labor produst (in the denominator).
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Source: Eurostat (Ic_Ici_lev), AMECO (OVGD/NLHT).

In terms of theinternational competitiveness of Austrian companies, labor productivity and wage
costs have developed unfavorably since 2022 in an EU comparison. As a result, unit labor costs in
Austria have risen significantly faster than the EU average since 202ehdrotéhe growth rate of
unit labor costs, Austria deteriorated in the EU comparison from 13th place (out of 27) in the 2016
2020 period to 14th place in the 202024 period’
Austria
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Source: Eurostat (hama_10_Ip_ulc).

Contributing to thislevelopment is the high inflation compared to the EU (17th place in HICP growth
2020-2024) and the common practice in Austria of compensating for rolling inflation in collective
bargaining agreements (Schneider and Stiglbauer, 20ZB)s practice also led to the average pur-
chasing power of collectively agreed wages in Austria returning to #a0®idlevel at the beginning

of 2024 after the high inflation phase of recent years (Office of the Fiscal Advisory Council, 2023). As
a resut, the purchasing power of wage income in Austria increased significantly more than the EU
average from 2023 onwards.

9 with regard to the growth rates of wage costs and labor productivity, Agstizking remained quite stable (labor produc-
tivity: 20262024: Rank 11/27, 2018)20: Rank 12/27, labor costs: 262P4: Rank 14/27, 2018)20: Rank 13/27).

O Fenz et al. (2025) point out that less than half of the difference in Agdtcarly wage development compared to the
eurozone average since 2019 is due to higher inflation compared to the eurozone average.
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Note: The difference between the wage cost index (Eurostat: Ic_lIci_lev) and the Harmonized Index of Consumer Prices
(Eurostat: prc_hicp_aind) approximates the development of the average purchasing power of wages.

A comparison of th@eNB Wage Trackeith the ECB Wage Trackshows that the more dynamic
growth in collectively agreed wages in Austria compared to other EU countries will continue in 2025.
Such increases in income typically support consumption in the short term and thus promote
growth* Without counteracting increases in labor productivity, however, they will lead to a decline
in price competitiveness and higher inflation ("secomehd effects") in the medium term. This ex-
pected loss of price competitiveness is dampening current Augtc@nomic forecasts (Baumgart-

ner et al., 202%; Bonin et al., 2025).

28 The recent increases in electricapd gas costs for companies in Austria were also higher in an EU
comparison ( Figure2.2). In 2019, the price level (final price less VAT) was below the weighted EU
average- by 13 percentage points for natural gas and 16 percentage points for electricity. Between
2019 and 2024, prices rose by 4.4 percentage points for natural gas and fekfitage points for
electricity compared to the weighted EU average. This means that the development of electricity prices
in Austria was more decoupled from developments at EU level than was the case for natural gas prices
(seeProduktivitatsrat2024; Reinstaller and Sellner 2025a). This is likely due to both competitive factors
and bottlenecks in the supragional electricity grids,/(tem 180ff). Despite this, Austrfgcost position
within the EU only deteriorated by one place for electricity compared to 2019, but by nine places for
natural gas.

Hgure2.2: Natural gas and electricity prices for companies

Natural gas price index (2019 = 100) Electricity price index (2019 = 100)
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Source: Eurostat [nrg_pc_203_c, nrg_pc_205_c].
Note: Excluding VAT and other taxes and fees; including taxes on renewable energies, taxes on generation capacity, taxes on
nuclear power plants and environmental taxes. For natural gas prices: EU without CY, MT, 2024 without SE.

1 The recent income growth only had a limited effect on consumption, as the savings rate increased significantly (see e.g.
Glocker and Ederer, 2025).
12 5ee also Bittschi and Meyer (2024).
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Energy costs in Austria remained below the EU27 average in 2024. However, the comparatively sharp
increase led to a noticeable deterioration in price competitiveness, particularly for émenggive
companies in Austria. The impact of energy costs @e pompetitiveness was further intensified by

the indexation of, among other things, rents and insurance as well as collectively agreetf @ages.

pared to competitors outside the EU (e.g. the USA), the relative increase in energy prices and thus the
loss of price competitivenesgparticularly in industries with high energy consumptiams even more
pronounced. For this reason, tlkimmpass for a Competitive kfidludes amiction Plan for Affordable
Energy This includes measures aimed at lowering energy costs within the EU and reducing their volatil-
ity. These include, for example, the expansion of the European energy transmission and distribution
network or measures to promote EU energy market integrati@@hapter7 analyzes the potential for
improving energy efficiency in Austrian companies and thus a possible contribution to reducing energy
use and costs.

Taxes and duties are another important factor that influences production costs and consequently the
attractiveness of a location. With a tatio of 44.5% of GDP (ratio of taxes and social security contribu-
tions to GDP), Austria was in second place in theyEigire2.3) after Denmark45.1% of GDP) in

2024, just under 5 percentage points above the EU27 avét&iace 2018, the tax rate in Austria has

also been above the BENESCAND average. According to the European Copenissiurspring fore-

cast, Austria will have the highest tax ratio in the EU from 2025. Although other location factors such as
infrastructure, investment incentives or the supply of skilled labor are offset by the high tax rate, the
dynamics of the tax ta in Austria are likely to send a negative signal.

The compliance costs of regulations in Austria are in the middle of the EU range and are lower than in
the USA, for example. Nevertheless, various studies point to a high cost burden and increasing dissat-
isfaction among companies with bureaucratic requirements (see Enichlmair et al., 2024; Holzl et al.,
2025). The German Council of Economic Exf#@ptsng Report 2025 (2025) refers to direct costs due

to lengthy administrative processes and indirect costs incurred by the economy due to false incentives
for investment or market entry, for example.

13 See Moser et al. (2025).

The consideration of mandatory benefits to rgovernmental organizations (e.g. healthcare, pension provision) changes
this picture Reiss and Bernhofer, 2028) an international comparison of these supplemented tax ratios, Austria was on a par
with Germany and Switzerland.

15 Measured by the proportion of employees in a company who are employed to comply with regulatory requirements, see
Investment Survey 2024 of the European Investment.Bank
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Hgure2.3: Tax rate
2024 (left), index (2010 = 100) (right)
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Foreign tradeAs a small, open economy, Austria is heavily involved in international tradeleaerd-s

fore exposed to competition from abroad. The global market share of Austrian goods exports has fallen
noticeably since 2010, although it has fluctuated considerably over time. Compared to the EU27 coun-
tries, Austria lost significantly more, and conggato the BENESCAND countries, slightly more of its
global market share in goods expdftén 2024, Austria recorded a sharp deterioration of over 6 index
points (y Figure2.4). In the pastthe high complexity of Austrian exports was seen as a guarantee for
robust export development despite declining price competitiveness. It reflects the unique selling points
and the knowledge intensity of exports, which contribute to competitiveness birttader sense. How-

ever, current trends such as increasing global protectionism and growing competition from China in
sectors that are important for Austria ¢hapter6 on the role of these two aspects) are making it more
difficult to maintain global market shares. There are also other risk factors: the sharp rise in energy and
unit labor costs { items 27 and28) in Austrig the sharpappreciation of the euro against the US dollar

of over 9% since the start of 2025 and weak import demand from major trading pantaetisularly

due to the recession in Germany. These factors are putting additional pressure ongAglstie mar-

ket share.

16 A considerable part of the larger reduction of the Austrian world market share compared to the development of the EU
world market share is due to the favorable development of the world market shares of the CEEC11 countries. The EU global
market share exating the CEEC11 countries has developed similarly to that of the BENESCAND countries since 2010.
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Hgure2.4: Change in world market share of goods exports
2024 (left), index (2010 = 100) (right)
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The World Bang Logistics Performance Index maps key aspects of the infrastructure that underpins
the movement of goods and thus influences (foreign) trade performance. The index is based on a global
survey of international logistics companies, although this is naédarut every year. Austria achieved

a good rating in 2023 and was in 5th place in the EU comparison.

Competition:The net operating surpluses of companies (revenue less wages, salaries and depreciation)
are a measure of the ability of companies to push through higher prices. High net operating surpluses
therefore indicate either entrepreneurial success in innovatimhquality competition or a lack of com-
petition or possible market distortioHd=urthermore, they are subject to economic fluctuations. The
downward trend in net operating surpluses continued in Austria in the second year of the recession in
2024. While they proved to be very robust on average in the EU27 and BENESCAND coetiddly, esp

in the years 2022 to 2024, the downward trend in Austria accelerated at the current margin. At 17.2%
of GDP, net operating surpluses in Austria were noticeably lower in 2024 compared to the country
groups!®

In the medium and long terncompany dynamicand in particular thestart-up rate of companies

import for the development of the competitive environment and structural chapghdpter8 exam-

ines structural change in Austria, in particular shifts betweem#meifacturingand the service sector).
Corporate growth in Austria is comparatively sluggish. Although there was a slight increase in the start
up rate compared to the low in 2020, at 6.2% it was still well below the average furetheountry
groups. In 2023, it remained at this low level and was therefore still well below the average stdet

of 7.9% in Austria in the pisis years 201R019. TheEU starup and scaleip strategyis therefore

" The net operating surpluses calculated in the national accounts only represent the development of company profits to a
limited extent, as they do not take valuation gains or losses into account.

18 See Friesenbichler et al. (2025).
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potentially of particular importance for Austria. It aims to increase the-gparate and expansion of
innovative companies in the EU.

Innovation and technological changertal expenditure on research and development (R&D) relative to
GDP is one of the highest in the EU. In 2023, Austria is in third place with 3.3%; acc&ditgfitcs
Austriak global estimatfor 2024, the trend is slightly upwards at 3.35% (seedtsmn 168). However,

this is reflected somewhat less strongly in the corresponding earnings indicators. R&D expenditure fi-
nanced by companies is also very high, with an ahweege proportion being financed from abroad.

The proportion of companies with innovation activities in Austria is still in 8th place and therefore above
the EU average. The latest available data is from 2022, as the data is only collected every two years and
is available with a time delay. Althouglstia is also following the downward trend of the comparative
country groups at the current margin, in Ausfiease the decline already began in 2020. Aystgad

over the BENESCAND countries also widened. This development runs counter tg Rlktieategy

which aims to catch up with the leading group of innovating countries by 2030. These trends are con-
firmed with reference to the recently published European Innovation Scoreboard 2025 (European Com-
mission, 2025): Austria is considered a strong innovaokjng eighth in the EU, but lost four percent-

age points in the Innovation Index in 2025 compared to the EU27 average. In an evaluation of the RTI
Strategy 2030 halfway through its term, the Austrian Institute of Economic Research (Janger et al., 2025)
assumes that, based on current trends, only around half of the 20 numerically achievable targets will be
reached by 203¢P Although spending on new products and services rose at an-alvevage rate in

2023, Austrian companies were reluctant to introduce new products (Hofmann et al., 2024).

If innovation performance is measured using patent indicators, a differentiated picture emerges: In
terms of the number of patents registered (per capita), Austria is well behind the BENESCAND countries,
which are traditionally regarded as the frontrunndrscontrast, it was able to position itself above the
average of the BENESCAND countries in terms of patent Qualiy propensity to patent varies from

sector to sector and therefore also depends on the economic structure of a country, which makes in-
ternational comparisons difficult. TH&Il Monitoringf the Council for Research, Science, Innovation

and Technology Development (FORWIT) also shows different developments: In some innovation dimen-
sions (circular economy, international integration), the average of the innovation leaders was clearly
exceededor the first time in 2025, while Austria lost some ground in other dimensions (e.g. efficiency
or tertiary education). Austria performed comparatively poorly in the new dimensions of artificial intel-
ligence and competitiveness in RTI in 2025.

Qualifications and human capitélccording to the PISA survey, the skills of Austrian pupils are in the
middle range among the EU27 countries in the long term. The latest available survey from 2022 showed
that the COVIEL9 pandemic has had a significant negative impact on the skillsditiesaof young

people in many countries. Austria performed relatively well, with a smaller decline in performance com-
pared to 2018 in mathematics and reading and a slight improvement in science. f\pssiion has

thus improved relatively in all three areas compared to the last survey. Nevertheless, further efforts are
needed to catch up with the frontrunners. According to the OfEBiication at a Glance 202&du-

cation expenditure per pupil in Austria is high by international standards, although it is low or average
as a proportion of GDP at primary and secondary level. In the tertiary sector, expenditure per student
in 2022 was well above the EU27 averd&geenditure in the tertiary sector has approached the high
level of the BENESCAND countries due to faster growth in recent years. While the difference was still
25% in 2019, it had fallen to 7% by 2022. Nevertheless, Austria continues to produce coahpérativ
graduates with at least a Bachepodegree (ISCED leveB)in the natural sciences and technology

19 pAgainst this background, Janger et al. (2025) identify the existing system of university funding, the lack of evaheation of t
impact of public funding and the low availability of venture capital as key obstacles to research and innovation peiformance
Austria.

20710 compare patent quality, tieECD Patent Quality Indicai®used, which is based on four dimensions of the underlying
patents: Forward citations, size of the patent family, number of claims, geniradiky
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(STEM). If qualifications at ISCED level 5 are included in the analysis, Austria ranks fifth witRin the EU.
Stagnation is particularly important in the context of digitalization and new technologies.

Financing of the companieBhe external financing of companies in Austria is heavily concentrated on
bank loans. Despite the persistently high market interest rate environment, only a few companies report
credit restrictions (2024: 2,5%). According to the European InvestmengBardgstment survey, the
proportion of companies experiencing financing bottlenecks for investments is significantly higher.
While 13.5% of the companies surveyed were faced with financing restrictions in 2023, the proportion
rose to 20.7% in 2024, well@ke the average figures for tipeer countrygroups. Difficulties in financ-

ing investments may also be related to the minor role of equity in external financing compared to other
countries. In 2023, the market capitalization of domestic companies listed on the Austrian stock ex-
change was only 26.3%ell below the EU and BENESCAND average. Furthermore, venture capital fi-
nancing in Austria remains weak. This inhibits the establishment and, above all, the growth of innovative
and technologyntensive companies. In stark contrast, both equity and ventapital financing are

very high in BENESCAND countries. As part @biitsetitiveness Compadke EU intends to drive
forward the integration of the intrEuropean capital market (Savings and Investment Uridd) in

order to open up additional sources of financing for companies.

Digitalization: According to the corresponding index based on the DESI survey, the digital skills of the
Austrian population were slightly above average compared to the EU27 countries. However, in 2024,
Austria fell a few ranks back into the midfield. Austria perforngedficantly weaker than the EU27
average in terms of digital infrastructure. In terms of the digitalization of companies and public services,
Austria was slightly above the EU27 average. However, there was once again a consideralite gap to t
comparison group of BENESCAND countries, which also stand out in the area of digitalizgtion. The
formance monitoring of FORW&Mphasizes that the goal of the federal governnfeR(T| strategy to

reach the average of the countries with innovation leadership in the field of digitalization by 2030 is
clearly not being achieved from a current perspective. Consequently, additional measures are necessary
in order not to lose touch witthe EU partners.

With the Data Access AdddtenzugangsgesetZ¥G), an important step towards implementing the
European Data Governance Act (DGA) was taken in July 2025. This framework for strengthening and
facilitating the voluntary exchange of data is intended to make better use of the economic and social
potential of data. The National Data Strategy, which provides a structured framework for leveraging
data potential in Austria, was adopted in October 2024. Deficits in data management and in the ability
of the public setor to link data mean, among other things, that funding and support measures cannot

be targeted precisely. For example, the Fiscal Council has repeatedly recommended creating a database
for household income in order to increase the accuracy of futureunemand at the same time reduce

the budgetary burden (Fiscal Council, 2024).

Public institutionsSimilar to the BENESCAND group of countries, the popudtiost in public insti-

tutions in Austria is traditionally high and significantly above the average values of the EU27 countries
in all categories of the World BapkVorldwide Governance Indicators (WGI). Accordingly, the percep-
tion of public institutions even improved in some areas at the current margin (e.g. rule of law, state
regulatory policy). In contrast, Austria has dropped significantly in the country aitkihg areas of
political stability, absence of violence and control of corruption in recent years.

ConclusionAustriag performance is strong and robust in numerous indicators of economic perfor-
mance and competitiveness. For example, per capita economic output and investment activity are high
compared to the rest of the EU, despite the ongoing recession. However, fsuatsia losing ground

to the leaders in important areas, above all in terms of price competitiveness due to comparatively high
and dynamic wage (unit) and energy costs, but also due to thaaxigind duty burdenPressure is

21|n the Austrian context, the important degrees from higher technical colleges (HTL) play an important role here.
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also increasing due to protectionist measures and growing competition from China in key export mar-
kets, which is causing domestic companies to lose global market share. After all, Austria is facing major
challenges with regard to the green and digital $farmation. Compared to many other European
countries, the starting position and framework conditions in Austria for mastering the requirements of
this transformation are disadvantageous. This is due to the specific characteristics of the domestic econ-
omy and economic structure, including the unfeatdle industry structure in terms of cyclicality and
productivity, energy intensity, shortage of skilled workers, financing restrictions, low digitalization ex-
pertise and sluggish corporate dynamics.
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3.1 The mosimportart facts ata glance

)

Health

Thelife expectancy in good healthdeclining in Austria, which
means that Austria has decoupled from the slight increase in
EU at the current margin. Life expectancy at birth, on the otht
hand, has risen in line with the &\ite trend, which is why the
proportion of healthy life yars in Austria is shrinking. In terms
of subjectiveperception othealthand the proportion of people
with chronic illnesses, Austria was in the middle of the EU27
2024.

Qualifications and human
capital

The AustriafPISA scoreme

only in the middle of the EU
range despite comparatively
small drops due to the COVID
19 pandemic. Expenditure per
student in the tertiary sector
has increased significantly sinci
2019 Nevertheless, the number
of STEM graduates, who are
urgently neededn the context
of digitalization and new
technologies, stagnated.
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Table3.1: Overview of the indicators in the "Social" pillar

Austria

compared to

Rank ir
1. rank in EU27 Value EU27 BENE- Trend since
Dimension/ Indicator Value (vs. previous yeai (vs. 2010 EU27 SCAND 2010*

Expenditure on social protection

Input indicators

Social expenditure rati®2023 .
Iv 9 }( ' ‘kclding GR France: 31,3 30 (+0,4 pp) 3(+0) P P

Output indicators
Healthy life years at birt2023
excluding LU
(Very) good health statyg024
in % of those aged 16 and over
Input indicators
Chronic illnesse2024
in % of those aged 16 and over

Work accidents2022 X
per 100,000 employed persons Romania: 57,6 1527 (-6,2%) 19 (-1)

Education and gualifications

Input indicators
Participation in continuing educatio024
in % of 25- to 64-year-olds

Output indicators

Qualification above compulsory schoolirz924 .
in 9% of 25- to 64-year-olds Poland: 94,8 86,2 (+0,5 pp) 14 (-4)

Labor market

Output indicators
Unemployment rate2024

Malta: 71,4 60,4 (-0,8%) 18 (-3)

Ireland: 79,9 67,7 (-1,5 pp) 12 (-2)

Italy: 17 36,1 (+1,3 pp) 16 (+3)

Sweden: 37,5 17,6 (+0,2 pp) 8(2) P P

in % of 15- to 64-year-olds Czechia: 2,7 5.2 (+0pp) 12(10) P P
NEET rate2024 o ] -

in % of 15- to 29-year-olds Netherlands: 4,9 9.2 (-:0,2 pp) 105 P
Employment rate (FTE}D24 Malta: 75.¢ 63,8 (0.3 pp) 22 (14

in % of 15- to 64-year-olds
'> }E (JE % ES] ]% S]}v E §,2pps4ifitodrC %\{/J(Ren:.SB
in %

Gender gap in the employment rat2024

25- to 44-year-olds, FTE, gap in percentage points

Low-wage earners2022 _
in % of employees Portugal: 1,8 14 (-0,7 pp) 12 (-2)

Reconciling family and employment

Input indicators
Child care rate: under-3-year-old2024

61,1 (+1,3 pp) 21 (-3)

Finland: 4,9 18,7 (-0,2 pp) 23 (-3) P

in % Netherlands: 78,9 30,2 (+6,1 pp) 16 (+4) P
ﬁl;)ld care rate: 3 years to compulsory school, 29¢4 Hungary, Denr;;; 90 (:0,4 pp) 19.(7)

Income, poverty and distribution

Output indicators
Net equivalised household incom2024

- . . L : 30, 22,2 ,8% 2 ) P P
median, real (base year 2015), purchasing power adjusted, thou: uxembourg: 30,3 (+0.8%) ¢0)
Absolute poverty, 2024 Slovenia: 1,8 3,70 pp) 1006 P
severe material and social deprivation, in %
Relative poverty2024 Crechia:9,5 14,3 (:0,6 pr) 9¢2) P

at-risk-of-poverty rate, in %
Income quintile ratip2024
S80/S20 in multiples

Distribution of net wealth2021
WoilWii ]v upeidadinog B, DK, PL, RO, SE

Bulgaria: 7 4,3 (+0,1 points) 16 (+0) - -

Slovakia: 4,2 41,5 (+2,9 points) 18(-7) P P

Sources: Eurostat, HFCS OeNB. For details/sesroduktivitaetsrat.at/dashboard

Notes: Preliminary classification into input/output indicators within the framework of the dimensions presented. An ssessithent re-
quires further analysis.The color coding shows how much Austria differs fronpéee group. Whether a higher or lower deviation is con-
sidered "better" depends on the relation to competitiveness: Positive reference (+): higher = better; negative refdmemeex)better;
without clear reference: Color coding is not applicable.Y+/- >30%, -/ - Y+/- 10t30%, / Y+/- <10%- The classification of an indicator as
input or output only applies within the respective dimension. The assignment may change in a different context.

LFirst available year: 201B\NEET... Not in Employment, Education or Training, FTEimEwhuivalents.

Editorial deadline for data updates: 30.09.2025.
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3.2 Development okey performance factors and determinanfssocial sustainability

Social sustainabilifg achieved through institutions and measures that maximize health, participation
and security for all members of society. These also increase the opportunities for people in a country to
contribute to the countrys economic prosperity and benefit from it themselves.

The most important basis of social sustainabilityseltdetermined lifestyld y item 6). This leads to

the satisfaction of basic material needs, the opportunity to participate in lifelong learning processes and
to physical and mental health. It depends on gainful employment, personal development opportunities
and active participation in siat life. Furthermore, it requires infrastructure and institutions that ensure

or create and promote the ability to develop and equal opportunities for all members of society, espe-
cially disadvantaged population groups. Accordingly, the analysis of Aussidial sustainability in this
chapter is divided into the following subject areas:

Expenditure on social protection

Health

Education and qualification

Labor market

Compatibility of family and employment
Income, poverty and distribution

X X X X X X

y Table3.1 provides an overview of the evaluation of the indicators for the individual topic areas in the
social pillar. It shows Austfigoosition relative to thpeer countrygroups and changes over time. The
classification of an indicator as input or output only applies within the respective dimension. The assign-
ment may change in a different context.

Expenditure on social protectioAt 30%, the social expenditure ratio (social expenditure in relation to
GDP) in Austria is very high compared to both the EU27 and the BENESCAND -cAustriasanks

third in the EU. This is above all an expression of a strongly developed wetéanetsitzh includes far
reaching measures for old age and healthcare, family and child benefits as well as unemployment ben-
efits 22 International comparability of the level of the social rate is made more difficult by significant
differences in national social security systems (Adema and Whiteford, 2021).

Another important aspect of the quotient presentation of social expenditure is the different indexation

of numerator and denominator: The price increase of goods produced in Austria (GDP deflator) is deci-
sive for the development of nominal GDP (the denatoin). Inflatiorindexed monetary social benefits

(the numerator), on the other hand, are generally adjusted using the consumer price index (CPI) and
thus in line with the price development of goods consumed in Austria. Due to the particular nature of a
predominantly "imported price shock" in the wake of the energy crisis, the CPI has risen much more
sharply than the GDP deflator in recent years. According to the Fiscal Council (2025b), cumulative CPI
growth from 2020 to 2024 amounted to 25.7%, while thé@Bflator increased by 20.4% in the same
period. This GDP denominator effect is currently also being reinforced by the ongoing phase of recession
in Austria, which already began in 2023. While the core of social spending is characterized by real per-
sisterce, unemployment benefits develop countercyclically via the effect of automatic stabilizers.

The significant increase in the social ratio in the wake of the €@\fi@ndemic to an alime high of

33.3% of GDP was only a temporary phenomenon (mainly due to increases in healthcare expenditure
and shorttime working as well as the nominal GDP é¥fekince then, however, a persistently higher

gap to the EU27 average of one percentage point of GDP has emerged. Until 2019, the quota gap was
two percentage points; since 2022, it has been three percentage points. Regardless of this, the demo-
graphic trend is leading to dynamic growth in aggated government spending, particularly on

22 statistics Austriggocial benefit expenditure by function 1990 to 2C&®ual total in million euros, accessed on
11.8.2025.
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healthcare, londerm care and pension benefits (Fiscal Council, 2025a): Based on 2023, these will in-
crease by a total of 6.2% of GDP by 2070. This increase is largely made up of the areas of healthcare
(+2.6% of GDP), pensions (+1.9% of GDP) and c&%% @Ef1GDP).

Health:Life expectancy in good health (healthy life years at birth) was 60.4 years in 2023. The value has
been declining since the historic high in 2021 (61.8 years), as a result of which Austria decoupled from
the slight growth of the EU27 and the BENESCAN®rigsuat the current margin and thus moved
further away from the average values of the peer group. In comparison, life expectancy at birth (Euro-
stat, demo_mlifetable) in Austria rose from 81.4 years (2022) to 81.9 years (2023) in line withdthe tren

in the EU27 and the BENESCAND countries. As a consequence, Austria is confronted with the fact that
the proportion of healthy life years is shrinking: In 2021, the average person in Austria still spent 76.0%
of their life in good health; just two yeagsdr, this figure had fallen to 73.7% (2023). Based on the
survey results, Austria was in the middle of the EU27 in terms of subjectively perceived health status
and the proportion of people with chronic illnesses in 2024. Accidents at work were skdlytie

EU27 average at the current margin, but significantly higher than in the BENESCAND countries. For the
important topic of occupational diseases, there is a lack of comparable data in terms of time and geog-
raphy.

Education and qualificatiofhe proportion of people with educational qualifications beyond compul-
sory schooling has increased steadily in Austria in recent yalest only slowly. In comparison, the
proportion of this group of people increased faster on average in the EU2eaBENESCAND coun-
tries, with the result that Austria slipped into the EU midfield over time. Nevertheless, Austria was still
significantly or slightly above the average for the EU27 and the BENESCAND countries. A furgker increa
in the already high proportion of people with educational qualifications beyond compulsory schooling
is likely to require comprehensive or specific educational policy efforts. In addition, according to the
PISA survey, the skills of Austrian pupil®ahgin the middle of the EU average despite high education
expenditure per pupil (item 39). Improving these results and increasing the efficiency of the use of
funds are therefore key challenges for education policy. Another major challenge for the Austrian edu-
cation system remains the reduction of barriers to education due to-sgoisomic kckground (see

e.g. OECD, 2023). Participation in further training measures among adults is above average compared
to the EU27 countries, but is significantly lower than in the BENESCAND countries.

Labor marketDespite the ongoing recession, Ausfianemployment rate in 2024 remained at the
previous yeap level of 5.2%, while that of the EU27 improved slightly and that of the BENESCAND coun-
tries worsened by half a percentage point. The unemployment rate in 2024 was therefore once again in
the European midfield, but well below the averages for the EU2tharBENESCAND countigghe

Austrian labor market is proving to be relatively robust, above all because the labor supply is growing
more slowly than in the past due to demographic aging. However, factors such as the increasing pro-
portion of older people with health problemsgitem 51) and migrants in the workforce, the increase in

the retirement age for women and economic and technological change are making it more difficult to
reduce unemployment (Bo¢kchappelwein and Eppel, 2025). The rate of young people who are neither

in educatbn, training or employment ("NEET rate"; NEET: Not in Employment, Education, or Training),
decreased slightly to 9.2% in 2024. Compared to the EU27 countries (average 2024: 11.0%, Austria
NEET rate was once again low. However, the gap between the rates narrowed significantly: While the
average value for the EU27 has fallen significantly since 2010 from over 15% (2010) to 119%, Austria
NEET rate has remained at the same level as its initial value (201€.@@8&fcentage points): 9,1%).

In the BENESCAND countries, the NEET rate was below that of Austria, but the gap narrowed from 1.8
percentage points in the years 2021 to 2023 t fercentage points at the current margin. This

23 Current economic forecasts for Austria (Bonin et al., 2025; Fenz et al., 2025; S¢hkaarand Ederer, 2025) assume a
slight increase in the unemployment rate in 2025 and a gradual decline in the following years.
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particular aspect of youth unemployment is an urgent challenge for labor market policy due to the as-
sociated personal and social opportunity costs.

The employment rate in fdfime equivalents in Austria has stagnated at around 64% since 2022. This is
due to a flattening of the growth in the employment rate on the one hand and a reduction in average
working hours per person employed on the other. Aagt employment rate in futime equivalents

will therefore be lower than the EU27 and BENESCAND average raZd2+tion that first occurred

in 2021 and has continued to deteriorate since then. Accordingly, Asisingloyment growth after

the coronavirus year 2020 was significantly more subdued than the average for the EU27 and the BEN-
ESCAND countries. The employment rate fedbpearolds continued its steady rise over many years

in 2024, reaching 61.1%. Neveatbss, the gap between Austria and fesr countrygroups in this age

group is considerabféIn 2024, the employment rate was more than 7 and 14 percentage points below
the EU27 and BENESCAND country averages respectively. The difference in employment between men
and women of prime working age fell again slightly in 2024, but Austria stillrpedaery poorly in

this indicator across the EU. This is largely due to the persistently high proportion of women working
part-time, which reached a historic high of 51.1% in 2024 accordiatatstik Austria

Compatibility of family and employmeithe compatibility of family and career as well as the quality of
early childhood and school care and education play a key role in clildeelopment and equal op-
portunities. Preschool childcare in Austria presents a very heterogeneous picture depending on the age
of the children.The proportion of children aged three to the start of compulsory schooling in formal
care in 2024 was 90%, slightly above the EU27 average, but well below the average for the BENESCAND
countries, where almost all children in this age group are in formal €he second compulsory year

of kindergarten for all children in Austria, already announced in the cigosetnment program, is to

be introduced by 2027 at the latest. The aim is to improve German language skills, promote integration
and ensure early education. It can therefore be assumed that the proportion e8-gearolds in for-

mal care will increase sewhat further in the near future. In comparison, the proportion of children
under the age of 3 in formal care in Austria in 2024 is 30%, well below both the EU27 average (39%) and
that of the BENESCAND countries (60%). However, these two indicatorstakerinto account the

actual amount of childcare provided per week, which is why the country comparison should be put into
perspective.

In the "Barcelona targets", the European Council recommended a rate of 33% for childcare for under
3s in 2002. Important motives are the removal of barriers to wapnemployment and the promotion

of childrenp social, linguistic and cognitive development. The target was raised to a childcare rate of
45% in 2022 in aBU Council recommendatiorlowever, the recommended target is lower if a country
has not yet reached the original target. It is now around 32% for Austria by 2030.

The measurement of the childcare rate in the internationally comparab® |KUstatistics, which is also
relevant for the data on childcare inTable3.1, differs from Statistics Austfaapproach. The data from
Statistics Austria is a complete survey, whileéSBIT is a sample (see Statistics Austria, 2015), which
means that the EA$ILC data has a higher fluctuation and is less reliable with better international com-
parability. Due to thge differences, the reported levels of the childcare rate differ significantly depend-
ing on the data source used Figure3.1 for under3-yearolds). In a more differentiated approach, the
childcare rate also depends on whether childminders are takeragoount. The attendance rate for
under-3-yearolds is2024according to the definition by Statistics Aus84a8% the extended attend-

ance rate (including childminding®.9%. 60%f children in care are accommodated in facilities that
are compatible with parents working ftilhe (Statistics Austria, 2025). As part of the 2024 financial
equalization agreement, the federal government, federal states and municipalities agreed to use

24 The rate depends on the composition of the@bage group and thus on the retirement age, which has a strong influence
due to the size of the cohort.
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resources from the Future Fund to achieve a childcare rate (including childminders) of at least 38% for
under-3-yearolds by the end of the financial equalization period (31.12.2028).

Hgure3.1: Childcare rate for unde$-yearolds

- Childcare rate Statistics Austria

% of unde3-yearolds
Childcare rate EU-SILC

40 -
35 -
30 - //
25 -

15 4
10
5

0 T T T T T T
2010 2012 2014 2016 2018 2020 2022 2024

SourceEurostat [Label: ILC_CAINDFORMAL], Statistics Austria.

Income, poverty and distributionn Austria, the available (purchasing powdjusted) median net
equivalized household income is very high by international standArdsria ranked second in the EU

in 2024. Austri disposable household income remained below the historic high of 2016. After a
marked decline in 2022, which was also observed in other EU countries, as a result of the hyperinflation
phase, the median disposable household income in Austria increasedragal023. Economic policy
measures effective from 2022 onwards, which mainly served to increase purchasing power, in particular
the ecosocial tax reform (especially the reduction of income tax brackets) and varicirglattinary
measures, also conbuted to this.

Reducing poverty and inequality strengthens social participation and has a positive impact on the edu-
cational participation of the childréhgeneration and on health. Poverty is described on the basis of
absolute and relative measures. Absolute poverty measures are based on the definition of basic needs.
Significant material and social deprivation is given if at least seven out of thirtezatedasic needs

are financially unaffordable. Examples of these basic needs are Paying rent, utility bills or loans on time;
keeping the home reasonably warm; replacing wauhclothes; owning two pairs of suitable shoes;
spending one week vacation a year away from home. The current crises, especially the high inflation,
have worsened the situation of people affected by poverty in Austria. A growing number of people are
no longer able to meet their basic needs. In Austria, those affegtedvere material and social depri-
vation rose from 2.3% (2022) to 3.7% (2028) increase only surpassed by Denmankd stagnated

at the current level. The significant material and social deprivation in Austria thus remained at its highest
level sincahe indicator first became available (2015). However, in 2024 Austria was still well below the
EU27 average (6.4%) and slightly below that of the BENESCAND countries (4.0%).

In the EU, the risk of poverty is determined by the ratio of equivalized household incomes and is there-
fore a relative measure of poverty that describes the relationship between inéd&bésusehold is at

risk of poverty if its equivalent household income is less than 60% of the median income. In Austria, the
relative poverty indicator fell by 0.6 percentage points to 14.3% in 2024 compared to the previous year,
while the average valuerfthe EU27 remained unchanged at a higher level (16%2%).

25 For a discussion of measuring poverty using suitable indicators, see Badelt and Heitzmann (2023).

26 Both the indicator for severe material and social deprivation and thiskadf-poverty rate are based on ERILC survey
data. Accordingly, these indicators are subject to estimation uncertainty.
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The unequal distribution of income is less pronounced in Austria than on average in the EU27 and more
pronounced than on average in the BENESCAND countries. As an indicator of the unequal distribution
of income, the disposable income after taxes and teagsif the highest 20% is expressed as a multiple

of the income of the lowest 20% ("income quintile ratio"). Since the increase in 2022, Austria has a factor
of 4.3 and is therefore back at the 2010 lefdde unequal distribution of net wealth (multipletbe
wealthiest 20% compared to the least wealthy 20% according to Household Finance and Condumption)
increased in Austria from 39 (2017) to 42 (2021). By contrast, the average of the 22 EU countries with
available data on this indicator fell from 29 (2017) to 24 (2021). In contrast, the share of total net assets
owned by the wealthiest 10% of the popidatin Austria fell from 56% in 2017 to 52% in 2021, meaning
that Austria is still well above the EU average for this indicator in 2021 (48%).

Qonclusion: Austrias weltdeveloped welfare state is reflected, for example, in the high welfare rate
compared to the rest of the EU. However, this high social benefit ratio also reflects the comparatively
slow reduction in healthcare expenditure following the coronavirasi@aic in Austria and the signif-

icant divergence in recent years between the CPI index, which is relevant for indexing monetary social
benefits, and the gross domestic product deflator. At the same time, the proportion of years lived in
good health is deicling, which increases the pressure to reform the healthcare system (e.g. prevention
and integrated healthcare). Regardless of this, the demographic pressure-miadge government
spending has already begun to increase. Despite the current receasitng\labor market is robust,

even if employment has developed much more cautiously than in the EU since the coronavirus year
2020.The income of private households in Austria is very high and has been additionally strengthened
by economic policy measures (esmcial tax reform and adtiflation measures). However, the increase

in considerable material and social deprivation shows rib& all population groups have benefited
equally from the development in income. The increasing inequality of wealth distnitalso shows

that certain population groups are at a severe disadvantage. Childcare facilities are the key to a better
work-life balance. Although Austria has achieved the Barcelona target for the childcare rate for children
under the age of three sin@923, the capacity for formal childcare was still significantly below the EU
average.

27"The Household Finance and Consumption Survey" is conducted every five years. The next wave will be published in 2028
and will show data for 2025.
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Tabled.1: Overview of the™ nvironment_pillar

Austria
Value Rank ir Compared to

1. rank in EU27 (vs. previout EU27 BENE- Trend since
Dimension/ Indicator value year) (vs.2010 EU27 SCAND 2010*

Climate and greenhouse gases

Output indicators
Greenhouse gases excluding LULLBDE3

. - 0, -
Tonnes of CO2 equivalent per capita Malta: 4,1 7.5 (7.8%) 18(3)
Greenhouse gases including LULUZDR3 . o
Tonnes of CO2 equivalent per capita Sweden: 1,3 8.4 (+2,5%) 1964)
Input indicators
CO2 intensity per real GDF023 . o
Kilotonnes of CO2 per billion EUR Sweden: 69,9 136,9 (-6,5%) 95 P
CO2 intensity per GD023 . 0
Kilotonnes of CO2 per petajoule Sweden: 18,8 43 (-4.5%) 1163)
Share of rail in freight transpar£023 -
Iv 9 axcluding CY, MT Latvia: 44 29,3 (-0,9 pp) 60 P P
Share of public transporg023 Hungary: 24,5 23,1 (+1 pp) 2¢3) P p

in %
Output indicators

Energy imports2023

as a % of total energy consumption
Input indicators

Energy intensity per real GDP023

Estonia: 3,5 61,1 (-13,2 pp) 14 (+3)

- - 0, -
Petajoules per billion EUR Ireland: 1,1 2,4(:2,9%) 9(1)
Renewable engrgy sourcez023 . Sweden: 66.4 40,8 (+6,8 pp) 6(3 P p
as a % of gross final energy consumption
i i 2 h
Prices for energy impor{£2023 Austria: 8,5 8,5 (-21,8%) 1(+0)

million EUR per petajoule

Circular economy and material consumption

Input indicators
Material footprint 2024

in: -8,89 +! P
Tonnes per capita Spain: 9,8 19,6 (-8,8%) 18(+5) P
Domestic matgrlal consumptior024 Netherlands: 7,7 15,7 (-4,4%) 16 (+3) p
Tonnes per capita
Resource productivity2024 . o
EUR (real, base year 2015) per kg Netherlands: & 26 (+3.29%) e P
Use of reusable material2023 Netherlands: 30,6 14,3 (+1,9 pp) 7(+6) P p

in %
Output indicators

Soil erosion by wate2016 Latvia/Netherlands/Fil

1v 9 excluding DK, EE and: 0,

Settlement ared 2022

Square metres per capita
Input indicators

Organic farming2023

« 9 }( 8Z p8]olExcludiig GR

Sealed area 2018 Malta: 117,9  296,2 (-1,8%) 19 (+1)
Square metres per capita

Input indicators
Environmental patentsd 2018-2020
Share of all patent applications in %

Environmental taxe2023
in %

15,5 (-0,1 pp) 23(+2) P P

Finland: 2234,9 722,7 (-2,4%) 12(-2) - -

Austria: 27,4 27,4 (-0,3 pp) 1(+0) P P

Denmark: 28,9 14,6 (+1,4 pp) 6 (+13)

Bulgaria: 11,2 4,6 (+0,3 pp) 21 (+3) - -

Sources: Eurostat, IEA, OECD. For detailsvwweeproduktivitaetsrat.at/dashboard

Notes: Preliminary classification into input/output indicators within the framework of the dimensions presented. An ssessithent re-
quires further analysis.The color coding shows how much Austria differs fronptree group. Whether a higher or lower deviation is con-
sidered "better" depends on the relation to competitiveness: Positive reference (+): higher = better; negative refelencs € better;
without clear reference: Color coding is not applicable.Y+/- >30%, -/ - Y+/- 10t30%, / Y+/-<10%- The classification of an indicator as
input or output only applies within the respective dimension. The assignment may change in a different context.

1 First available year: 2012ULUCF... Land use, lars# change, and forestry.

Editorial deadline for data updates: 30.09.2025.
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4.2 Development okey performance factors and determinanfsenvironmental
sustainability

Ecologicasustainabilityreflects the ability of the Austrian economy to ensure security of supply and
guality of life across generations through the efficient and sustainable use of natural resources.

To diagnose the development of environmental sustainability in Austria, the field of action is divided
into the followingsubject areas

dimate and greenhouse gases

Energy: Intensity and use

Circular economy and material consumption
Ecosystems and biodiversity

Environmental instruments and innovation performance

X X X X X

y Table4.1 providesan overview of the indicators in the environment pillar. It shows Agsprissition
relative to thepeer countrygroups and changes over time. The classification of an indicator as input or
output only applies within the respective dimension. The assignment may change in a different context.
As in previous reporting periods, Austria is in the EU27 midfield in meas/and in some cases falls
significantly behind the BENESCAND countries.

Climate and greenhouse gas€s$iG emissions per capita fell by 7.8% in 2023 compared to the previous
year, but at 7.5 tons of G@quivalent (C&) per capita were above both the EU average (6.9) and the
average for the BENESCAND countries (7Hiy(re4.1). Net emissionsefer to gross emissions minus

the amount of greenhouse gases that are removed from the atmosphere by carbon sinks such as forests.
They deteriorated and rose by 2.5% in 2023 compared to the previous year. This is due to the fact that
Austriap forests have increasingly transformed from as@® into a C&ource in recent years. This is

due to the high unplanned use of damaged wood (e.g. due to bark beetle infestation, drought or storm
effects), climaterelated slumps in growth and the increased temperatatated release of GGrom

the forest floor (see Federal Environment Agency, 2025). Current analyses by the Wegener Center at
the University of Graz also show a further decline in GHG emissions for 2024, which, as in 2023, was due
to ecoromic factors and the warm winter (Eibinger et al., 2025).

Austria also deteriorated compared to the EU in terms of emission intémditators (Cé@missions

per GDP and G@missions per gross domestic consumption BIV) despite a further decline in 2023. The
European Climate Law provides for a 55% reduction in annual net greenhouse gas (GHG) emissions by
2030 compared to 1990 levels. The Effort Sharing Regulation translstearget for the member

states into a reduction pathway for sectors outside emissions trading and envisages a 48% reduction in
GHG emissions for Austria by 2030 compared to 2005 levels. Although the economic development and
milder winters are making it s&r to achieve the targets of the European Climate Law and the stricter
Effort Sharing Regulation of 2023, the negative trend in sinks and the slow progress in energy intensity
are making it more difficult to meet them.

The main sources of Austrian greenhouse gas emissions in 2023 (including emissions trading) were the
energy and industry sectors with a share of 43.58%0 % of which was attributable to installations
outside of emissions tradindpllowed by transporf28.9 %), agriculture (12.2 %) and the building sector

(9.2 %). Together, these sectors were responsible for 93.8 % of total greenhouse gas emissions (Envi-
ronment Agencyustrig 2025, p. 95).
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Hgure4.1: Development of greenhouse gas emissions per capita
2023 (left), index (2010 = 100) (right)
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The transport sector has recorded the strongest absolute increase in emissions since 1990: +6.1 million
§}ve }( K <u]A o v8 }J@E =08X19X u]es]}ve }( (Opu}E]V & P o o
uloo]}v S}tve }( K <u]A o v Rit}dEa miusiXIbwes lévelo The modal split in freight
transport deteriorated further in 2023 and the rail share fell from 33% in 2010 to 29.3% in 2023, but
was comparatively high in the EU. In passenger transport, the share of public transport rosttim 23.1
2023 (+4.5% compared to 2022). Austria ranked second in this indicator, an improvement of three
places since 2010.

EnergyReducing energy intensity by increasing efficiency is a central starting point of the EU Energy
Efficiency Directive. This directive sets a binding target for the European Union to reduce final energy
consumption by 11.7% by 2030 compared to 2020. Apaioximate value for overall economic energy
efficiency, this indicator shows how much energy is required to produce a certain economic output.
Energy intensity has fallen steadily in recent years. A decrease in this key figure is necessagy to ensur
that the corresponding target can be met while maintaining the same level of prosperity. Between 2022
and 2023, the overall energy intensity of the Austrian economy fell by 2.9%. In addition to these energy
saving targets, increasing energy efficieneykisy challenge, especially for eneirggnsive industries.

The permanently higher energy costs in Europe and especially in Austria compared to major interna-
tional competitors make it essential to use energy as efficiently as possible. In connection with the re-
quirements of the energy transitiomabove all the relacement of fossil fuelscontinuous improve-

ments in the use of energy are necessary to ensuretkng competitiveness. For this reason, improv-

ing energy efficiency is also a pillar of fugion Plan for Affordable Eneray part of the Clean Industry

Deal. This aspect is examined in more detaildnapter7 .

The expansion of renewable energy plays an important role in the comprehensive electrification of in-
dustry. According to the BUJrevised Renewable Energy Directive, the share of renewable energy
sources in gross final energy consumption is to increase to 42.5% by 2030. The Renewable Energies
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Expansion Act (EAG) defines ambitious targets in this context: By 2030, 27 TWh of additional energy is
to be generated from renewable sources, primarily wind turbines and photovoltaics, and electricity con-
sumption is to be fully covered by renewable eresxgin 2023, the share in Austria was 40.8%, putting

it in sixth place in the EU, a drop of three places since 2010. The expansion was primarily driven by the
expansion of photovoltaic energy generation. The annual average share of renewable enegges in el
tricity generation was 92% in 2023, putting it at the top of the EU27. Achieving the 27 TWh target in the
EAG would require an additional annual expansion of around 1,000 GWh each for photovoltaics and
wind power as well as 500 GWh of hydropower and@®0h of biomass {Eontrol, 2024). For further
expansion, however, there is uncertainty regarding available areas for transmission lines and generation
plants (Rechnungshof, 2025).

Despite the high proportion of renewable energies in electricity generation, Austria is still heavily de-
pendent on energy imports. Around 61% of total energy consumption in 2023 came from energy im-
ports (y Figure4.2). Compared to 2022, however, this corresponds to a decrease of 17.7%. Austria was
ranked 14th in the EU and improved by three places compared to 2010. This has reduced foreign de-
pendency in this critical area.

Hgure4.2: Development of energy imports
Share of energy consumption in % covered by imports; 2023 (left), index (2010 = 100) (right)
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SourceEurostat, Simplified energy balances [Label: NRG_BAL_S].

Circular economy and material consumpti®trengthening the circular economy is also part of the
European Commissid@Deal for a Clean Industmyvhich provides for the adoption of legislation on the
circular economy in 2026. This legislation will aim to accelerate the transition to a circular economy and
make effective use of rare raw materialte federal governmert program, on the other hand, pro-
vides for the further development éfustriaf circular economy strateghp its current version, it pro-

vides for a reduction in domestic material consumption (DMC) to 14 tons per capita per year between
2022 and 2030, a 50% increase in resource productivity and an increase in the circularity rate to 18%.

At 15.7 tons per capita, domestic material consumption in 2024 was above the EU27 average (13.4).
Resource productivity, which measures GDP in relation to material input, improved by 3.2% in 2024
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compared to the previous year. Austria ranks eleventh in the EU for this indicator. Resource productivity
has improved steadily since 2021Hjgure4.3), but an annual improvement of over 4% per year would

be required to achieve the corresponding target in the cir@danomy strategy. In view of past rates

of change, the target therefore seems difficult to achieve. The proportion of recycled materials in total
material use (circularity rate) was 14.3% in 2023. As with all other indicators in the area of circular econ-
omy and material consumption, an improvement was also observed here compared to the previous
yeark figures, but there is still a large gap to the target value of 18% for 2030. However, this should be
within reach if the circularity rate improves by arour8.2% annually, which would correspond to the
longterm observable improvement rate in this arddne material footprint represents the sum of all
resources used domestically, including the material inputs of imports and exports in the respective
country of manufacture. The target of the circular economy strategy is 7 tons per capita per year by
2050 The value measured for 2024, on the other hand, was 19.6 tons per capita (EU: 14,1). Although
the material footprint has improved by 5.1% since 2010, achieving this target appears to be a major
challenge that will require additional efforts, even witimae horizon up to 2050.

Hgure4.3: Development of resource productivity
Euro (chained volumes, base year 2015) per kilogram; 2024 (left), index (2010 = 100) (right)
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SourceEurostat [Label: env_ac_rp].

Ecosystems and biodiversityhe condition of ecosystems and biodiversity are valuable resources for
the economy and also influence the watling of the people living in Austria. Austria has the highest
proportion of organically farmed agricultural land in the EU, but there drkighlenvironmental risks

due to soil erosion, land sealing and declining biodiversity. Soil quality plays a key role in combating
climate change and curbing soil erosionthe past, however, Austria was one of the EU casith

the highest proportion of land at risk from water erosion. Although current data from Eurostat on the
extent of this problem is not available, it can be assumed that the increase in extreme weather condi-
tions (see Climate Change Center AustriabP02ll exacerbate this development. This is a factor that

will continue to challenge environmental and agricultural policy. Increasing land sealing also poses con-
siderable environmental risks$:prevents rainwater from seeping away, increases the riflkaifing
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and impairs soil fertility. According to thederal Environment Agency and the Austrian Spatial Planning
Conference 2022 sealed surfaces in Austria amount to around 33@en inhabitant. Although EU

wide comparisons are currently not very meaningful due to outdated data, Austria is likely to remain at
the back of the pack within the Union. The European Commission is pursuing thengdakod land
consumptiomy 2050, which is to be achieved primarily through the development and use of brownfield
sites. As responsibility for land use planning lies with the federal states, they are particularly called upon
to minimize the negative consequences of land sealirugh sustainable spatial planning and to ac-
tively contribute to achieving the net zero target.

Environmental instrument8:he ecological transformation offers considerable opportunities for the en-
vironmental economy. Inventive activity in the environmental sector is among the best in the EU. In the
period 2018202F®, around 14.6% of all patent applications at the European Patent Office were for
inventions in environmental technologies. Around 230,000 people were employecimthenmental
economyin Austria, generating gross value added of almost EUR 22.9 billion and exporting goods worth
EUR 19.9 billion. This means that the environmental economy plays an important role in Austria, which
is becoming increasingly important in the course of théoggeal transformation and can also open up

new market opportunities through inventive activity.

Although the variety of measures to combat the inflation caused by the energy crisis (see Prammer and
Reiss, 2022) makes a comparison difficult, the corresponding indicator suggests a low level of environ-
mental levies in an EU comparison. Only 4.6% dfr@tanue from taxes and social security contribu-
tions came from environmental levies in 2023. Despite an increase of 6.2% compared to 2022, Austria
was in the bottom third of the EU in this respect. However, revenue will increase with the introduction
of national emissions certificate trading. Conversely, climatmterproductive subsidies, such as the
diesel or company car privilege, continue to play a significant role. In recent years, no measures have
been taken to reform subsidies for fossil fuelslonatedamaging activities.

ConclusionThe latest developments in greenhouse gas emissions and energy intensity show positive
trends, but the transformation of emissiimtensive sectors while maintaining their letegm compet-
itiveness remains a key challenge. The reduction targets for gresmlyas emissionparticularly with

regard to the E stricter climate targetscan only be achieved with greater effor@gnificant im-
provements were achieved in terms of dependence on energy imports, the use of renewable energy
sources and the prices of energy impoRgspite improvements in all indicators, Austria still has high
domestic material consumption and is in the middle of the EU in terms of resource productivity. The
potential of the circular economy has not yet been fully exploited. At the same timegdessary to
contain environmental risks arising from soil erosion and land sealing. In order to ensurepAastria
propriate contribution to overcoming the climate crisis, furtreasching measures are requireespe-

cially those that maintain the competitiveness of the economy and enable a just transition for all social
groups.

28 patent data has a high delay.
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Development of labor productivity in Austr@hapters

5. Development of labor productivity in Austria

Austriahad slighthlower annual average labor productivity growth of 0.7% in the yg
20122024 than the EU2&ith 0.8%. In the last two years, 202324, labor productivity
in Austria fell by an average of 1.1% per year. On average in the EU27, however
risen slightly.

Thelargest sectoral contributioto labor productivity growth in 1998024 was made by
the manufacturingsector (NACE C). In the EU27, the largest contribution to growth c
from trade, transportaccommodation and food servicectivities (NACE -G and profes-
sional, scientific, technical and other business seeaddgties (NACE MN).

Thedecline in labor productivity 2028024 in Austria was driven most strongly by th
manufacturing sectorin the EU27manufacturingalso contributed the most to the re-
duction in growth, albeit to a lesser extent. The next largest declines in labor produc
in Austria in 2022024 were recorded in the construction sector (NACE F), and in
service sector in the trade, transporcc@mmodation and food services and business §
vices industry groups. In the EU27, there were smaller declines in these areas and
positive contribution to growth in economic services. The information and communics
sector (NACE J) made a stroresitive contribution to labor productivity growth in Aus
tria in 20232024 compared to the EU27.

The sharp decline in labor productivity in the manufacturing sector in Austria and th
ropean peer groups indicates that a magtnuctural changes still to come within this
sector. The European comparison also shows that Austria has potential through incr
structural change towards servicesspecially IT and business services. There is alsc
tential for development within economic serviagsmpared to the EU27 average. Th
reallocation of capital and labor as well as investments in intangible capital, particulg
the area of ICT, are of particular importance.
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5.1 Introduction

Austriaglabor productivityiell more sharply in the years 202824 (y item 23) than in thepeer country

groups of the EU2&uro areaand BENESCAND countries. In 2022, the level of labor productivity was
51,100 euros per 1,000 working hours (base year 2020, adjusted for purchasing power), putting it in 8th
place within the EU27. This rank remained unchanged in 2024. However, thelgapuwerage produc-

tivity of the EU27 narrowed from 123.1% to 121.1%.

This chapter first compares the longerm development in Austria with the international develop-
ment. The contributions of the sectors to labor productivity over time are then examined. In Austria,
the manufacturing sectocontributed the most, both in terms of the increase before 2023 and the de-
crease in 2022024. In thepeer countrygroups, the contribution of higbrowth service sectors was
more important for overall productivity growth in the longer term and the decline in-2028 was
smaller. The service sectimformation and communicatioalso made a significant contribution to
growth in labor productivity in Austria in 202624.

In the period 20122024, labor productivity(gross value added per hour worked) grew by 0.7% p.a.,
which was below the EU27 average off0.8 Figure5.1). The BENESCAND and eurozone countries
(EA20) recorded average annual growth of 0.6%. Looking only at the perie222]2rowth in Aus-

tria was higher than in thpeer countrygroups at an average of 1.0% p.a. The USA recorded average
growth of 1.1% p. a. in 202024. In 2022024, labor productivity declined in Austria and on average
in the eurozone countries. In Austria, this decline averafidds p.a., in theuro area-0.3% p.a. In
contrast, it rose conspicuously in the USA during this period, averaging 2.1%dmarg5.1, right

pane).

Hgureb5.1: Development of labor productivity per hour
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Source: Eurostat. USA: OECD Productivity Database.
Remark: Gross value addeahainlinked volumes. Work measured in hours worked. All sectors.

5.2 Sector contributions to productivity growth 199624

The majority of the change in labor productivity 12824 was caused lgrowth within the sectors

(0.92 percentage points of 1.08% p.a.Y&ble5.1). This does not initially take into account whether a
sector is growing or shrinking and therefore contribudferently to overalproductivity. Changes in

the sectoral structure contributed significantly less: 0.20 percentage points resulted from the fact that
aboveaverage productive sectors gained employment shares (measured in working Istatiey¢-
allocationt of employment). The reduction of sectors with growing labor productivity or the expansion
of sectors with declining labor productivity reduced labor productivity by 0.04 percentage paynts ("
namicreallocatiori of employment). In the@eer countrygroups, too, most of the growth came from
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productivity growth within the sectors. The highest contribution from the reallocation of employment
was seen in the EU27 at 0.28 percentage points with annual productivity growth averaging 1.14%.

Table5.1: Growthof labor productivity within and shift between sectdt9952024

Inside Static Dynamic Total

reallocation reallocation
Percentage points In %
Austria 0,92 0,20 -0,04 1,08
EU27 0,87 0,28 -0,01 1,14
EA20 0,72 0,16 -0,01 0,87
BENESCAND 0,99 -0,04 -0,01 0,93

Source: Eurostat.

Note: Calculation of sector contributions according to the methodology used in de Vries et al. (202&héighéiggregation
method"). The percentage points in the first three columnsugith the growth in labor productivity in % in the last column.
Gross value added @hain linked volumes. Work measured in hours worked.

In thecomparison of sectorsthe agricultural sectét(NACR) illustrates that the high growth in labor
productivity of 3.7%\(Figureb.2, left panel) had only a minor impact on the average growth in total

labor productivity due to its low share in total economic workiogrs: only 0.008 percentage points

from 1.08% (1992024) (y Figure5.2, right panel). Thi&argest contribution to growth in labor produc-

tivity was made by the manufacturing ssdctor (NACE Edlespite the decline at the end of the period

under review with 0.30 percentage points of 1.08%. Productivity growth within the manufacturing of
goods sector amounted to 2.4% and was between the peer groups EU27 (2.4%), EA20 (2.2%) and BEN-
ESCAND (2.9%).

In thepeer countrygroups, three service sectors made the highest contributions to overall labor produc-
tivity growth (y Figures.2): Trade, transportation and accommodation and food service activities (NACE
G),¥information and communication (NACE J) and professional, scientific and other business activities
(NACE MN). In the two areas of trade, transportation and accommodation and food service activities
and information and communication, the contribution in Austria was below the comparison groups,
while in the case of professional, scientific, professional and ete&omic services it was in between.

The seconghighest growth in labor productivity within a sector in Austria was in the financial services
sector (NACE K) at around 3.7%. However, the contribution to overall growth (0.10 percentage points),
i.e. taking into account the size of the sectdative to total employment, was the smallest of all market
services (NACE SectionNYs In the construction sector (NACE F), labor productivity fell.486 in
Austria, by-0.60% in the EU27 and HY.65% in the EA20. In BENESGAINDse by 0.22%. Thmn-
struction secto contribution to growth in labor productivity was also negativ® 410 percentage

points per year.

Adecline in labor productivity in the construction se¢tdbeing observed in many countries, but there

is as yet no conclusive explanation for this. An analymigltifactor productivitf MFP), as carried out

in Peneder and Unterlass (2024) for the period 22089, also takes capital, materials and energy into
account in addition to labor. It shows how much of the growth in labor productivity is due to a more
efficient use of all input&Vhile labor productivity fell by2.15% annually, the declineMFP was only
-0.22%. The gap between the construction sector andrthrufacturing sectois also reduced when

MFP is taken into account. In thenufacturing sector, the growth in labor productivity is 1.42% per
year, while the growth in MFP is 0.72% per year. The gap in labor productivity between the construction

29 For an overview of the ONACE classification of economic activities Aggrendix.

30|n the past, accommodation and food services made one of the strongest negative contributions to productivity growth,
while retail made one of the strongest positive contributions (Productivity Report 2024, p. 60). These two sectionsewere aggr
gated herewith the more positive contribution from retail outweighing the more negative contribution from accommodation

and gastronomy. At the time of preparing this report, the data for 2024 was not available at a more detailed level than shown
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sector andnanufacturings therefore 3.67 percentage points, but only 0.95 percentage points for MFP
(see Figure 2 in Peneder and Unterlass, 2024).

Hgureb5.2: Growthof labor productivity per houby sector, average 1992024

Growth within a sector, in % Sector contribution, in percentage points

Austria & £u27 EA BENESCAND

Agriculture (A)
Other ind. (B, D, E)
Manufacturing (C)

Construction (F)

Wholesale, retail, Transport,
accom. & Food Services (G-1)

Inform. & communication (J)
Financial services (K)

Real estate activities (L)

Professional & admin.

services (M-N)
Publ, admin., educ., health

& social work (0-Q)
Other Services (R-U)

Source: Eurostat.

Note: Calculation of sector contributions according to the methodology used in de Vries et al. (202&héishiéggregation
method"). Gross value addeddhainlinked volumes. Work measured in hours worked. Classification of sectors according to
ONACE 2008 (seeAppendix)

5.3 Decline 20222024

In the year2023-2024 thedecline in total labor productiviiy Austria and the EU27 was most strongly
influenced by the negative contribution of theanufacturingsector(y Figure5.3, right panel). The re-
cession and the associated labor hoarding by companies are likely to have made a relevant contribution
to this development. Trade, transport, accommodation and gastronomy were responsible for the sec-
ond largest negative contributiolhe service sector professional, scientific, professional and other eco-
nomic services, which made the largest contribution to services in the perioe20295y Figureb.3,
right-hand panel), had megativecontribution in Austria in 2023024. In the information and commu-
nicationsector, labor productivity felt@.09%), but the positive effect of the increase in the share of
this sector due to its higher productivity level (static reallocation) outweighed the positive effect on the
contribution to overall growth. The administ@i education and health services sector (NAGE O
stands out in 2022024 due to its high contribution to productivity growth, but is more difficult to
interpret due to output measurement problems.
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Figure5.3: Growth in labor productivity per hour in the sectors, average 2023

Growthwithin a sector, in % Sector contribution, in percentage points
Austria & EU27 EA BENESCAND

Agriculture (A)
Otherind. (B, D, E) f..vvvou@erereve s fllevrrnnanerinnannrnnntennnnnns
Manufacturing (C)

Construction (F)

Wheolesale, retail, Transport,
accom. & Food Services (G-1)

Inform. & communication (J)
Financial services (K)

Real estate activities (L)
Professional & admin.
services (M-N)

Publ, admin., educ., health
& social work (0-Q)
Other Services (R-U)

-4,00 -2,00 0,00 2,00 4,00 6,00 -0,60 -0,40 -0,20 0,00 0,20 0,40
Source: Eurostat.
Remark: Calculation of sector contributions according to the methodology used in de Vries et al. (20xhgfslbaggrega-
tion method"). Gross value addedctmein linked volumes. Work measured in hours worked.

In the peer countrygroups, the three most importarservice sectoralready contributed at least as
much or more to the growth in overall economic labor productivity asndweufacturing sectain the

period 19952022. In Austria, on the other hand, goods manufacturing was the key driver until 2022
and its contribution to labor productivity growth was higher than inpder countrygroups ( Figure

5.4). In 20122022, Austria had a lower contribution to growth in all three of the service sectors. The
decline in labor productivity in 202024 is mainly due to theanufacturing sector. As in previous
periods, thenformation and communicatiogector continued to make a robustly positive contribution

to productivity growth both in Austria and in the comparison groups. In the other two service sectors
trade, transport, accommodation and food services, and economic senti@esontribution vas al-
ready lower in 2012022 and fell more sharply in 202824.

An increasingmportance of the service sectoiwr overall productivity growth can also be observed
when comparing the EU with the USA. Average productivity growth in the US has been higher than in
the EU in recent decades (Nikolov et al., 2024). Between 2000 and 2019, the largest difference in growth
contributions was iliT service$NACE J6263) angrofessional servicd8lACE M). In the manufactur-

ing of goods, the US stood out in the manufacture of computers and electronics (NACE/C28h

higher productivity growth than the EU, but the ovetahtribution of the sector is of minor im-
portance3! However, it is possible that productivity growth could be boosted by an interaction between
the computer/electronics sector and IT services (Goldin et al., 2024; Nikolov et al., 2024). While the EU
lagged behind the US in the two service sectors with prigtiuctivity growth, in Austria the growth

deficit in labor productivity in keservice sectors was in some cases even greater than in the EU, partic-
ularly in the period 2022024 (y Figure5.4).

31 There were also marked differences in productivity growth in various production and service sectors in the period 1980
2005, with similar patterns as described above. In this earlier period, the contribution of ICT production to overaidator p

tivity growth in the US was more significant. In the EU, there were higher growth contributions from-@J riodustry and

the production of norindustrial goods. The contributions to growth from trade, financial and economic services were generally
lower andeven lower in the EU than in the USA (Jorgenson and Timmer, 2011).
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Figure5.4: Growth contributions from manufacturing of goods and services
Sector contributions in percentage points

Austria & cu27 EA BENESCAND

Manufacturing (C) Information and Communication (1)

0,40 0,404
-~
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-0,60 -0,604
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Source: Eurostat.
Remark: Calculation of sector contributions according to the methodology used in de Vries et al. (20&bhd{'skafigrega-
tion method"). Gross value addedcimainlinked volumes. Work measured in hours worked.

Higher contributions of the service sectors to productivity growth in the US go hand in hand with higher
growth rates of intangible capit@likolov et al., 2024). A significant contribution to the slowdown in
productivity is attributed to the decline in the growth of intangible capital (Goldin et al., 2024). Intangi-
ble capital includes patents, trademark rights, software, databases, marketinities to build reputa-

tion, employee training financed by the employer, as well as the organizational antomadistruc-

ture. Austria is experiencing a greater slowdown in the growth of intangible capital than other countries
(Produktivitatsat, 2024). The lower growth of intangible capital in the EU and in Austria may be related
to the lowerreallocation to service sectorsth high productivity growth.
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Thetransformation frommanufacturingto servicescould be subject to greater difficulties in the EU
than in the US? The removal of barriers to the reallocation of labor and capital could then be beneficial
(Nikolov et al., 2024%.In view of the contributions to growth described above, Austria could have even
greater difficulties than other EU countries in making the transition from manufacturing goods to service
sectors with high contributions to productivity growth (seehapter8).

5.4 CQutlook

The decline in labor productivity in 2023 and 2024 is likely to have been driven to a relevant extent by
the recessiorand labor hoardingoy companies. The comparison of unemployment figures and hours
worked per person employed since 2021 suggests this conclusion. In times of labor shortages, compa-
nies affected by the recession have largely tried to keep their employees on. The emenmgingrirapt

in the economy could therefore shift productivity growth back into positive territory.

The longterm development pattern of labor productivity, which was analyzed in the Productivity Report
2024 and shows a lotgrm downward trend, remains largely unchanged. The strengthening of inno-
vation performance and digitalization and automation, deselopment of the labor supply and the
targeted strengthening of knowledgetensive service sectors with high vahdtded potential are cen-

tral starting points for a lorerm structural policy to strengthen productivity development. Overcom-
ing theweakress in investmerthat has been observed for several years could contribute to improving
productivity dynamics.
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32 One reason for a lower transition to services could be the frequent role of Austrian companies in the supplier industry. End
products may require a higher level of induselated services, whereas this is the case to a lesser extent for intermediate
products.

33Evidence on productivity dispersion at company level also points to reallocation difficulties within the sectors. Fodthe per
2001-2009, productivity growth in service companies is comparable or higher thamiathugacturing sectqif one considers

the 510% of the most productive companies (Andrews et al., 2015, for OECD countries).
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6. International competition, protectionist measures and their impact on
Austrianfirms

As asmall economy heavily involved in global traflestria is particularly exposed to d
velopments abroadCurrent developments that pose a particular challenge for Aust i
companies includeht increase in Chinese competition in technolimggnsive product
markets and the introduction of import duties by the United States.

The reaction of Austrian exporters to the ldfport dutiesintroduced in 2018 differed
significantly from that of other exporteid/hile the quantity of expors of affected prod-
ucts from Austrian companies to the United States did not decrease, the value (= q! 3
X price) of exports fell. Austrian exporters appear to have prevented sharp falls in
mand bycutting prices However, Austrian companies affected by the tariffs tende:
refrain from majolinvestmens.

The US import tariffs of 2025 differ significantly from the trade barriers introduce
2018.With the exception of a few goods| Austrian exporiwill be affected by US impor
dutiesin 2025 The @odsalreadyaffected in 2018, aluminum (10% 50%) and iron anc
steel (25%: 50%), will be subject toigher tariffsin 2025. In addition, the level eto-
nomic policy uncertaintis much more pronounced than in 2018, which in turn has a | §
ative impact on corporate investment.

TheUSAis one of the most important export markeksr Austrian companiesinal US
demand accounted for 3.3% of Ausgitotal value added in 2019. This means that"
Austrian location is heavily exposed to US import duties in 2025. The industries m- 4
pendent on US demand and therefore maected by import dutiesclude the manu-
facture of motor vehicles (parts), mechanical engineering and the pharmaceutical
try.

The US governmefttrade policy since 2018 is in part directly linked to the massiv
crease in Chinese competition and its effects on US industry. No negative effect:
creasing Chinese competition performance indicatorsuch as employment or labc
productivity were observed for Austrian companies in the period -2022. However,
Austrian companies are takingeasures to escapaotential competition These include
changes in company specialization and a diversification of sales markets. Howeve |,
panies particularly affected by increasing Chinese competition reduced their resear:
development expenditure.

The reduction of investment expenditure or research and development expenditt
Austrian companies that were affected by the US tariffs or particularly strong incree ;
Chinese competition could impair tirdernational competitivenessf these companies
in the medium and long term. In addition, current survey results indicate that Aus :
companies are coming under increasing pressure from Chinese competition: Com )
more affected by Chinese competition are planningetocate divisionabroadandre-
duce employmenat Austrian locations more frequently in the period 2@230.

aoue|b e 1e s1oe) Juepodwi JIsow ay L
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6.1 Introduction

The Draghi Report (European Commission, 2024) identifies the tyémlsinterdependencies of the
European economy as a source of significant challéngds: development of EU competitiveness. As

a small, open economy, Austria is particularly exposed to developments abroad. In 2019, the value
added exported abroad and thus directly dependent on foreign demand corresponded to 36.2% of total
Austrian vale added (OECD Trade in Value Added (TiVa) indicators).

The challenges identified by the Draghi report include, in particular, geopolitical tensions and, against
this backdrop, problematic dependencies in key areas of technology and with regard to the procure-
ment of energy and raw materials. Eurdpstrategic dependencies are particularly pronounced-vis

vis China for example with regard to rare earths and microchips (European Court of Auditors, 2025).

At the same timegcompetitionby Chinese companidss become increasingly important for European
companies since Chiflaadmission to the World Trade Organization (WTO). After joining the WTO in
2001, China initially specialized in labdensive but lowtech goods. However, the State Council of the
Peoples Republic of Chira"Draft National Medium and Loiigrm Plan for the Development of Sci-

ence and Technology (20@620)" marked the beginning of a change in industrial policy objectives. For
the first time, the importance of domestic innovation and a technological upgraiding industry was
emphasized. This strategic realignment is also reflected in the current "Made in China 2025" strategy. It
also explicitly identifies key industries in which China is striving for global technology leadership. These
industries largelyarrespond to industrial segments in which European industry has specialized, includ-
ing computercontrolled machine tools, energyaving vehicles and electrical equipment.

The increasing focus of Chinéndustrial policy agenda on technolagtensive product markets was
accompanied and supported by intensive Chinese industrial policy. The instruments used include gen-
erous state subsidies, the strategic use of stat®@ed companies and the appropriatiohintellectual
property. Outside China, this industrial policy approach is usually perceived as distorting competition.
The resulting underminelével playing fieltt is increasingly seen as a threat to Europe as a business
location in light of the convergence of Chnimdustrial specialization with that of European industry

(De Soyres et al., 2025; Tordoir and Setser, 2025).

The global shift in trade policy objectives that has been increasingly evident since 2018 represents an-
other significant challenge for Austria as a business location. The change is also partly relateg to China
industrial policy. The investigation by the Office of the US Trade Representativéhiintas "actions,

policies and practices related to technoloqy transfer, intellectual property and inndvietibto the
introduction of broaebased US import tariffs on Chinese imports by US President Trump in 2017.

However, the import tariffs introduced by US President Trump in 2018 and 2025 were not limited ex-
clusively to China. They therefore also pursue objectives that go beyond combating distortions of com-
petition. Rather, US tariff policy serves the broader psepof slowing down or reversing the progress

of structural change in the United States, which is accompanied by a decline in the importance of indus-
try ("deindustrialization"). For foreign exporters, US import tariffs mean a decline in price competitive-
ness on the US market and thus potentially reinforce exideéimgustrialization trendis affected econ-

omies. For example, the US import tariffs of 2018 led to a considerable decline in US imports (Amiti et
al., 2019; Fajgelbaum et al., 2020) and significant substitution by imports from unaffected export desti-
nations (Alfaro and Chor, 20F3eund et al., 2024; Fajgelbaum et al., 2024).

This report chapter analyzes how key challenges arising from Austiegration into global trade have
influenced the development of Austrian companies in the period-2022. These include increasing
protectionist measures by major trading partners, illustrated by the example of the US tariffs in 2018,
and increasinglinese competition. The results of the analyses are supplemented by findings from the

34 |mplementing Regulation (EU) 2024/27Fekital 76.
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WIFO industry survey TextBox6.2) which provides an outlook on potential future effects of these
foreign traderelated challenges.

y Sectiorb.2of this chapter analyzes the impact of the US import tariffs introduced in 2018 on Austrian
companies and discusses possible conclusions regarding the effects of the new US import tariffs of 2025.
In y section6.3 the influence of Chinese competition on key figures of entrepreneurial activity since
2013 is presentedy Section6.4 discusses the empirical results with a view to current economic policy
measures and strategies Section6.5derives potential areas of economic policy action from this.

Text Box 6.1: Data basis

The analyses in this chapter are based on data on Austrian companies from various sources, which
are compiled in the Austrian Micro Data Center (AMD@)dicators of entrepreneurial activity were

taken from the performance and structural statistics, data on research and development activities
were taken from the R&D survey. Data on the export activities of Austrian companies within the
European Unionra contained in the Intrastat. In addition, export data from Extrastat was used,
which records trade flows between Austrian companies aneBtdnountries. In addition, the OFATS
(foreign affiliates statistics on foreign subsidiaries of Austrian compavassiised to analyze the
development of foreign affiliates under domestic control as indicators for relocation activities of Aus-
trian companies.

A time series of bilateral tariff rates at product level is required to analyze the effects of US import
tariffs in 2018. Fajgelbaum et al. (2020) provide such a database of US import duties covering the
period up to mieR019. This time series was comptktey the Office of thé\ustrian Productivity
Boardbased on the Harmonized Tariff Schedules of the United States International Trade Commis-
sion for the period 201:2022. The resulting database contains the relevantadokem duty rates

for Harmonized System (HS)-difit products. However, the trade dabtd Austrian companies in
Intrastat and Extrastat are recorded according to the Combined Nomenclature (CN). In order to link
the tariff rates with the export portfolios of Austrian companies, the trade data in the AMDC had to
be aggregated from eigittigit CN products to sidigit HS product categories. This was done using
correspondence tables provided by Statistics Austria. In addition, the duty rates had to be aggregated
to HS 6 digits for this purpose. The share of the respective -Higitproduct inAustriaf total ex-

ports of the corresponding HSd&it product to the USA in 2017 was used as the presjuetific

weight.

The harmonized BACI foreign trade data from CEPII was used to calculate the indicators for the in-
tensity of Chinese competition (Gaulier and Zignago, 2010). The indicators of Chinese competitors
were calculated on the basis of-gigit HS product line ced. The aim of the analysis is to examine

the effects of increasing Chinese competition at company level. This requires cespeeifig
measures of Chinese competitive intensity. The indicators determined at product level on the basis
of the BACI trade damust therefore be assigned to individual companies. For this purpose, product
specific weights were calculated for each company on the basis ofdntr&xtrastat on the basis

of the respective export portfolio (share by value) in a base year. Kimglof the export portfolios

with the productrelated competition indicators in turn required an aggregation of the trade data in
the AMDC from eighdigit CN products to sihigit HS product categories.

35 The AMDC is a research data infrastructure facility of Statistics Austria that enables research on microdata prepared in
accordance with data protection regulations (Fuchs et al., 2023).
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TextBox 6.2: WIFO Industry Survey 2025

The WIFO Industry Surv@ig a survey conducted every three years among the thousand or so largest
Austrian industrial companies. In this survey, industrial companies are asked about their competitive
strategy and their assessment of the development of the respective marketeingakition in it.

Some questions are dedicated to product strategies and core competencies as well as the cgmpanies
global value chains. The survey also contains questions on the assessment of the institutional frame-
work conditions of Austria as an industrial location. The sum of this information allows conclusions
to be drawn about planned adjustments to the strategiientation and business activities of the
companies surveyed and about letegm objectives in the context of current economic develop-
ments.

Each survey wave contains a special survey section in which selected topics on current issues relevant
to economic policy are surveyed. The special question section for the survey wave in the first half of
2025 was developed in cooperation with the offiéehe Austrian Productivity Board'he current

special survey section is dedicated to the planned development of employment at the companies
surveyed in Austria, as well as the reasons for planned increases and decreases in employment. In
addition, problems and strategies of companiethwégard to the procurement of suitable employ-

ees are discussed.

The response rate to the industry survey in 2025 (survey period Marii2025) was around 28%
(293 companies). This means that the return comprises around 16.5% of the total turnover-of NACE
C in 2022 (performance and structural statistiés).

Among other things, the industry survey allows conclusions to be drawn about the impact of Chinese
competition on the strategic decisions of Austrian companies and their assessments of their future
development. On the one hand, the survey data allow exwakiationof the responses with indi-
cators of Chinese competition at the level of NACE economic secteigu(e6.8). On the other

hand, companies are asked in the industry survey about the country of oritjgirothree most
important competitors. This allows the derivation of a subjective, corrgaanific indicator for the
significance of Chinese competition: Around 25% of the companies in the net sample consider at
least one Chinese company to be one efrtlthree most important competitors.

In addition, the WIFO industry survey also allows evaluations of comfgpiesure to trade policy
distortions and rising energy prices. This is made possible by a question that documents the compa-
nies[assessment of the relevance of various economic policy risks for their own company.

When interpreting the results of the industry survey, it should be noted that the survey sample (large,
goodsproducing companies) is not a representative sample of Austrian companies and the survey
data only reflects the subjective assessment of the redpiots.

6.2 Effects of import duties imposed by major trading partners on Austrian companies
6.2.1 The current wave of protectionist measures

The trade conflict between the United States and China began in 2018. At that time, US President Trump
imposed fawreaching import duties on Chinese imports on the basis of an investigation intosChina
industrial policy by the Office of the US Trade Representative. In addition, the US government also im-
posed import duties owashing machine@ip to 50%)solar panelsinitially 30%)steel(25%) andlu-
minum(10%) in 2018, which were levied on imports from all exporters with a few exceftions.

36 See Holzl et al. (2025).
37 The turnover of the NAGEcompanies in the gross sample corresponded to 52.4% of the total turnover o IRBZE
38 See Bown and Kolb (2025).
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These trade policy measures resulte@¢ountermeasuredy China, Canada, the European Union and
other trading partners of the United States. The European Union responded to the US import tariffs in
June 2018 with countdariffs on steel, aluminum, agricultural products and exports of other food and
consumergoods such as whiskey, motorcycles, peanut butter and féans.

In total, the US import duties introduced in 2018 accounted for 5.4% of Austrian exports to the US in
2017 (y Figure6.1). Apart from minor adjustments, these tariffs will remain in force until the end of
2021. At the end of 2021he US and the EU reached an agreement to replace the tariffs on EU exports
of steel and aluminum withtariff rate quota(TRQ) from the beginning of 2022. According to data from
the United States Customs and Border Protection, the quotas defined in this agreementitiera

few exceptions not binding for Austria during the period of validity. As a result of this agregethe
European Union suspended the retaliatory tariffs introduced in June 2018.

Hgure6.1: US import duties on EU exports introduced in 22080
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Ad Valorem U.S. import duties
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== Splar panels Washing machines == Aluminum == Iron and Steel

Source: PROD calculations based on data providedjgglbaum, Goldberg, Kennedy and Khandelwal (2020) and data from
the US International Trade Commission (USITC).

Note: Development of average US import tariffs on EU exports of those goods that were subject to additional tariffs during US
President Trump first term in office.

During his 2024 presidential election campaign, US President Trump repeatedly expressed plans to in-
troduce new protectionist measures. In line with these announcements, the first new tariffs were an-
nounced in February 202%hese tariffs were initially directed exclusively against Canada, Mexico and
China and were justified with national emergencies due to illegal immigration and drug trafficking from
these countrieg®

The first new, universally applicable tariffs (25 percent tarifiduminum and steel impontEame into
force on 12 March 2025. This was followed by import dutieaator vehicles and motor vehicle com-
ponents which were levied from April 3 and May 3 respectitely.

On April 2, commonly referred to as Liberation Day, Trump announced a 10%fsestosard tariff on

US imports of all origins and significantly higher tariffs on a large number of countries. The intention of
these additional countrgpecific tariffs (refeed to as "reciprocal tariffs" by the Trump administration)
was to correct the UF bilateral trade deficits. While the general tariff came into force on April 5, the

395ee Gaal et al. (2023).

40 This overview of trade policy measures was prepared usindathetimelineof the Peterson Institute for International
Economics.

41 0On June 3, 2025, US President Trump signed a proclamation to increase tariffs on aluminum and steel imports to 50%,
effective June 4.
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reciprocal tariffs with the exception of those for Chinavere suspended for 90 days only a few days
after their announcementThe European Union then suspended the countermeasures announced at
the beginning of April for 90 days.

109 The minimum tariff for Chinese imports was temporarily increased to up to 145%, which led to the
announcement of retaliatory tariffs of 125% on US shipments to China. On May 12, China and the USA
finally agreed to reduce these tariffs to 30% for Chineperéxto the USA and 10% for US exports to
China for an initial period of 90 days.

110 After US President Trump had threatened to impose significantly higher tariffs on EU imports into the
US, the US government and the European Commission agreeftianmesvork agreemendn July 27,
2025.This provides for all EU exports to the USA to be subjecLi@atariffin future, with a few
exceptions (e.g. aircraft and aircraft parts). This regulation also covers EU exports of motor vehicles and
motor vehicle parts. For these product groups, the agreement represents a reduction in the duty rate
compaed to the duty rate of 25% in force since April and May. EU exports of steel and aluminum, on
the other hand, are exempt from this agreement and continue to be subject to the tariff rate of
50%%hat has been in force since June 2025. The agreement does not provide for any counter tariffs by
the European Union.

111 As the USA is one of Ausfienost important export destinations, a consideraipégortion of Austrian
value added is affected by US tariffs. In 2019, around 3.3% of total Austrian value added was included
in final demand in the USA (OECD TiVa indicators). However, different Austrian economic sectors differ
significantly in the sharef their domestic value added exposed to US demarkdgure6.2).

112 A large proportion of theconomic sectors that are heavily exposed to US demand can be attributed to
the manufacturing sectofNACE C). However, some service sectors, such as aviation (NACE H51: 21.9%
of value added in 2019) and shipping (NACE H50: 9.2%), is largely dependent on US demand. Among
the goodsproducing industries, US demand is particularly strong for the manufadtonetor vehicles
and parts (NACE C29: 15.9%), mechanical engineering (NACE C28: 9.2%) and the pharmaceutical indus-
try (NACE C21: 9.0%) are of great importance.

113 Various prospective estimates therefore assume that the US tariffs of 2025 will have relevant growth
inhibiting effects on the Austrian economy (e.g. Schneider and Sellner, 2025; Naqvi, 2025).

42 However, the introduction of dutfyee import quotas was announced.
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Hgure6.2: Exposure to US demand by NACE economic sector

Share of Austrian value-added in foreign final demand . Share of value-added exposed to U.5. demand
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Source: PROD calculations based on the OECECiatry InpuOutput Tables (2019).

Note: The share of value added exposed to US demand per NACE industry includes sectoral value added in US final demand as
well as Austrian value added in US gross exports , which is ultimately not consumed by US consumers. Both variables were
calculated acording to Guilhoto et al. (2022). In order to correct feimports of US exports to the USA, the Austrian sectoral

value added in the inputs of US industries, which is included in the US final demandU& praducts, was also determined.

114 Due to the short period of time between the US import tariffs introduced in 2025 coming into force and
the editorial deadline for this report, it is not yet possible to make afagtided assessment of the
effects of these tariff measures on Austrian camips. Accordingly; section6.2.2presents empirical
evidence on the effects of the US import tariffs introduced during US President f fiinstpterm
(Trump 1).y Section6.2.3discusses the extent to which these findings on the Trump | tariffs allow con-
clusions to be drawn about the potential effects of the new US import tariffs in 2025.

6.2.2 Hfects of the US import duties introduced in 2018 on Austrian comgénies

115 Studies on the effects of US trade policy since 2018 unanimously conclude that the trade conflict has
led to a significant decline in US imports in the affected product lines and economic sectors (Amiti et al.,

43 The results presented are based on the background studies by @iébest (2025) and Grub&iémet, Reinstaller, Holzl
(2025). Technical detalils, if not mentioned in the text, can be found in these works.
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2019; Fajgelbaum et al., 2020). Estimates of the decline in imported volumes per percentage point of
additional US import duties range between 1.3% (Amiti et al., 2019) and 1.5% (Fajgelbaum et al., 2020).
For the tariffs on aluminum (10%) and iron and Ist&%) introduced in 2018, this would mean import
declines of 135% and 338% respectively.

116 The study by Amiti et. (2019) and Fajgelbaum et al. (2020) refer to all export destinations that were
affected by the US import tariffs introduced in 2018. For Austrian companies, the-Taniffis led to
no statistically significant decline in export volumiesffected compared to neaffected product lines
to the UnitedStates { Figure6.3 or y TextBox 6.3 for an explanation of the empirical methodology).
However, the export volumes of affected product lines to EU trading partners fell by around 0% (left
hand panel ofy Figure6.3). One possible interpretation of these results is that there was a reduction in
exports from other EU countries to the USA that use the Austrian products in question as inputs. The
increase in export volumes to destinations outsideEU and the USA allows several possible interpre-
tations. On the one hand, this could be an indication of diversion effects of Austrian exports. On the
other hand, this increase could also be due to a diversification of sales markets by the companies co
cerned.

Text Box 6.3: Methodology for quantifying the effects of import duties

The following empirical specification is used to quantify the effects of the US import tariffs introduced
in 2018 on exports by Austrian companies:

tagg L >d EJ{EDGE QE Bug
In this specification; 54 denotes the exports of product p by company i in year t. These estimates
at product level allow for fixed effects for each produ@ @nd each companryear combination
(D so that the effects of tariffs are only identified on the bastffefrent developments between
affected and noraffected products within a company. The estimateBigure6.3 and y Figure6.4)
were carried out with two different measuresf " < i for customs duties. On the one hand, the
weighted duty rate per Harmonized Systerdi@it product line was used. In addition, event study
specifications in the sense of Fajgelbaum et al. (2020) were estimated, in which a dummy variable
was used for affected product groups (=1 for affected products in the validity period of the tariffs).
In order to estimate the impact of US tariffs on business indicators, corspanyic measures of
the impact of import tariffs are required. To quantify the individual impact on companies, the latest
available export data from Intrastat and Extrastat keefbe introduction of US tariffs is used. Based
on this information, the average applicable duty rate for the compaport portfolio before the
introduction of US import duties is calculated for each company and year. As a further measure of
the impact at company level, the proportion of the value of the export portfolio that is subject to
Trump tariffs in the relevaryear is calculated for each comparear cell.
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Figure6.3: Effects of Trump | tariffs on export volumes of Austrian companies
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Source: PROD calculations based on the Current Account and Structure Surveyndriisdrastat and US import customs
data from the United States International Trade Commission.

Note: The coefficients shown are derived from Poisson Pseudo Maximum Likelihood estimates (Gourieroux et al., 1984 and
Santos Silva and Tenreyro, 2006) with fixed effects for each compangombination and each product. The left panel cor-
responds to arevent study specification and uses a dummy variable (=1 if the product was subject to Trump tariffs in the
respective year) as the explanatory variable. The-hightl panel uses the applicable US import duty rate for the respective
product and year as thexplanatory variable. The effects shown in the figinid panel correspond to the effects of a 10
percent increase in the tariff rate. The extent of the estimated effect is shown as a dot in each case. The figure #h& shows
5% confidence intervals tife point estimates based on clustered standard errors. The estimated effects are statistically sig-
nificantly different from zero if the limits of the confidence interval are both above or lrowOtherwise, there is no
statistically significant correlation between the customs impact and the change in export volume.

However, the value of Austrian exports (= quantity x pricaffefted products decreased not only-vis

avis EU trading partners, but also-&igis US importersy(Figure6.4). At around 10% (left panel in

y Figure6.4), the decrease in the export valué affected products to the US even exceeds the decrease

in the value of exports within the EU (around 8%). This means that the effects of US tariffs on the export
values of Austrian companies are still significantly lower than the average for alldaffeptaters
(yitem115).

A comparison of the effects of US import tariffs on export volumes and export values of Austrian com-
panies suggests that Austrian exporters have reacted to the US taniédunng the sales prices

affected products in order to minimize increases in end customer prices for US customers and the re-
sulting expected decline in US demand.

These findings differ significantly from the evidence based on all export destinations affected by the US
tariffs. Amiti et al. (2019), Fajgelbaum et al. (2020) and Cavallo(202l) show that the unit prices of

the affected products for end consumers in the USA increased on average to a similar extent as the
duties levied. These results mean that customs duties were almost entirely passed on to prices after
taxes and customs ties. Consumers in the USA therefore had to bear thesIgirare of the cost in-
creases caused by the tariffs. The strategy of Austrian exporters in dealing with thel Tmpopt

tariffs therefore appears to have differed significantly from the approach of exporters from other econ-
omies, such as China.
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Hgure6.4: Effects of Trump | tariffs on nominal export values of Austrian companies
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Source: PROD calculations based on the Current Account and Structure Surveyndriisdrastat and US import customs
data from the United States International Trade Commission.

Note: The coefficients shown are derived from Poisson Pseudo Maximum Likelihood estimates (Gourieroux et al., 1984 and
Santos Silva and Tenreyro, 2006) with fixed effects for each compangombination and each product. The left panel cor-
responds to arevent study specification and uses a dummy variable (=1 if the product was subject to Trump tariffs in the
respective year) as the explanatory variable. The-hightl panel uses the applicable US import duty rate for the respective
product and year as thexplanatory variable. The effects shown in the figinid panel correspond to the effects of a 10
percent increase in the tariff rate. The extent of the estimated effect is shown as a dot in each case. The figure #h& shows
5% confidence intervals tife point estimates based on clustered standard errors. The estimated effects are statistically sig-
nificantly different from zero if the limits of the confidence interval are both above or lrowOtherwise, there is no
statistically significant correlation between the customs impact and the change in export values.

The US import duties introduced in 2018 also had an impact oimiestment activitie®f Austrian
companies. On average, a company whose entire product portfolio was affected by Trump tariffs re-
duced its capital expenditure by 50% compared to a company that was not affect&ff¢sten raw

data on capital expenditurie the lefthand panebf y Figure6.5).

However, this effect is almost entirely driven by a decline in particularly large investments. This finding
results from an investigation of the influence of outliers on the results using winsorization and trim-

ming™ If the influence of extreme values (and thus particularly large investment expenditure) is re-

duced or eliminated using these methods, the US import tariffs had no effect on the investment ex-
penditure of affected companies Figure6.5).4

Apart from their impact on corporate investment activity, US import tariffs have not had a significant
impact on Austrian business indicators since 2018. The companies concerned did not show any deviating
trends in terms of employment, gross value added labor productivity during the period of validity

of the duties. However, affected companies tendedgen up new export markets more frequenily

increase the number of their export destinations. In particularly affected economic sectors (NACE C24:
Metal production, NACE C25: Metal products, NACE C27: Electrical equipment, NACE C28: Mechanical

a4 Winsorizing is one way of dealing with outliers. Extreme values are limited to a certain peraethile case capital ex-

penditure above the 99th percentile. percentile to the 99th percentile. percensiéd. The advantage over trimming (the

removalof extreme values from the sample) is that no observations are lost through winsorization.

4Sn a restricted sample of companies in particularly affected sectors (NACE C24: Metal production, NACE C25: Metal products,
NACE C27: Electrical equipment, NACE C28: Mechanical engineering, NACE C29: Motor vehicles (parts), NACE C30: Other ve-
hicle constration), the effects based on winsorized investment data are significantly negative. Accordingly, the US import
duties at least reduced the investment activity of companies in particularly affected sectors of the economyN&ngier

2025).
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engineering, NACE C29: Motor vehicles (parts), NACE C30: Other vehicle construction), this diversifica-
tion of export markets was particularly pronounced.

Hgure6.5: Impact of Trump tariffs on investments by Austrian companies

Source: PROD calculations based on the Current Accoutrarntire Survey, Intraand Extrastat and US import customs

data from the United States International Trade Commission.

Note: The coefficients shown are derived from Poisson Pseudo Maximum Likelihood estimates (Gourieroux et al., 1984 and
Santos Silva and Tenreyro, 2006) with fixed effects for each NdigiEy2ar combination and each company. TheHaftd

panel uses thehare of the company exante export portfolio (before 2018) that was affected by Trump tariffs in the respec-

tive year as the explanatory variable. Instead, the4hginid panel uses the expesteighted average US import tariff rate for

the export portfolio of the respectivaompany. The effects shown in the rigfaind panel correspond to the effects of a 10%
increase in the average tariff rate applicable to the export portfolio. The dependent variables used were the raw digh on cap
expenditure, winsorized data on capiapenditure (values above the 99th percentile) and the data from the capital expendi-

ture index. percentile to the value of the 99th percentile. percentile) and trimmed data on capital expenditure (observations
above the 99th percentile). percentile removieem sample) was used. The extent of the estimated effect is shown as a dot

in each case. The figure also shows the 10% confidence intervals of the point estimates based on clustered standard errors.
The estimated effects are statistically significanfferent from zero if the limits of the confidence interval are both above or
belowzera Otherwise, there is no statistically significant correlation between the extent to which customs duties are applied
and the change in investment expenditure.

6.2.3 Indications of the impact of US tariffs introduced in 2025 on Austrian companies

The import tariffs on EU exports introduced by US President Trump in 2018 only covered a few product
groups (iron and steel, aluminum, washing machines and solar panels). In calitEldtexportsre

affected by the US tariffs in 2025, with a few exceptions. Accordingly, it is questionable whether Austrian
companies in sectors that were not affected by the 2018 import tariffs will also be able to prevent or
mitigate reductions in sales volumes thie US market by lowering prices (Grubmet, 2025). In
addition, the tariffs applicable to aluminum, steel and iron exports in 2025 will be significantly higher at
50% than the 2012021 rates of 10% on aluminum and 25% on iron and steel. It can therefore be
assumed that these sectors will also see greatectffon sales volumes in 2025 that exceed the an-
nounced import quotas.

Trade policy in 2025 is characterized by frequent announcements and threats of measures, many of
which have been postponed and adapted as a result. This manifests itself in a high decpaenaic

policy uncertainty y Figure6.6). Uncertainty typically leads to declines in business investment (Bloom

et al., 2007; Kumar et al., 2023). The results of the WIFO industry survey underline this correlation. 41%
of Austrian companies surveyed state that they are reducing investment in eguipsia result of
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increasing uncertaint§f. At the same time, 71% of the companies surveyed consider the risk associated
with trade policy distortions to be difficult to assess at present. This evidence suggests that the impact
of trade policy on investments by Austrian companies in 2025 couldtf@ile be greater than the
effects of US import tariffs in 2018.

Hgure6.6: Indicators of economic policy uncertainty
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Source: Global Economic Policy Uncertainty Index by Davis (2016), US Trade Policy Uncertainty Index by Baker et al. (2016),
Trade Policy Uncertainty Index by Caldara et al. (2019).

The trade barriers resulting from the trade war between the US and China led to changes in the supply
chains of affected companies (Grossman et al., 2024; Luo and Wang, 2025). One way to avoid or reduce
import duties is to relocate production steps to gaes market in which import duties are levied. Ac-
cordingly, a correlation between the exposure of companies to trade policy measures and relocation
intentions is conceivable. The WIFO industry survey provides an indication of the extent to which such
a carelation exists for Austrian companies in the period 20@30.

Among those companies that consider the relevance of trade policy for their own company to be low,
only 16%express intentions to relocate Figure6.7). In contrast, the proportion of companies with
relocation intentions is significantly higher if the relevance of trade policy for their own company is rated
as medium (27%) or high (48%However, the proportion of companies that consider trade policy
distortions to be a reason for planned relocations is low (7%) even among those companies that con-
sider trade policy to be very important for their own companitgm 173 Figure6.7). For companies
present on the US market and companies included in the industry survey, this share is just as low
(7%)*84° Accordingly, the import duties introduced in 2025 only appear to result in relocation trends in
isolated cases.

461 line with these results, 46% of the companies surveyed as part of the WKO Economic Barometer (Bernleithner, 2025) in
May 2025 with no current investment plans cited general economic uncertainty as the main reason for their reluctance to
invest.

4 The proportion of companies with relocation intentions and interest in a possible relocation to the USA ranges from 0%
where trade policy is of low relevance to 13% where trade policy is of high relevance to their own company. However, even
among those f@ companies that are planning to relocate and consider the USA to be an interesting destination, only 23% cite
trade policy distortions as a reason for the planned relocation.

48 None of the companies in the WIFO Industry Survey 2025 that are either not present on the US market or consider the
importance of trade policy for their own company to be low are planning to relocate due to trade policy distortions.

4 The majority of companies present on the US market also assume that the US market will become more important for their
company in the next five years (46%) or remain of constant importance (44%).
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Hgure 6.7: Intentions to relocate and reasons for doing so according to subjective assessment of the
relevance of trade policy for their own company

Source: PROD calculations based on the WIFO Industry Survey 2025.

6.3 Effects of increasing Chinese competition on Austrian companies
6.3.1 Existing evidence and economic policy context

127 The massive growth in Chinese goods exports after 2001, accompanied by intensive industrial policy,
led to the emergence of a new strand within the foreign trade literature. This "China shock" literature
documents fundamental effects on the industrial depenent of industrialized economies, especially
the United States. Various studies (e.g. Autor et al., 2013; Acemoglu et al., 2016; Asquith et al., 2019;
Bloom et al., 2016; Utar, 2018) document significedreases in employment and increased probabil-
ities of market exihamong industrial companies particularly affected by increasing Chinese competition
in the first decade after Chiraaccession to the World Trade Organization. In addition, the literature
identified a large number of other impact channels of Chinese competition, such as effects on compa-
nies[investment and innovation activities (Autor et al., 2020; Bloom et al., 2016; Pierce and Schott,
2018).

128 With a few exceptions (e.g. Friesenbichler and Reinstaller, 2023; Friesenbichler et al., 2024; Milberg and
Johnston, 2025), the empirical evidence on the impact of Chinese competition since the global financial
crisis is limited. Thus, few studies documtiet effects of Chinese competition in the phase in which
the upgrading of Chinese industry progressed significantly. The few analyses that look at a more recent
period (eg. Friesenbichler et al., 2024; Milberg and Johnston, 2025) provide indications that the effects
of Chinese competition have changed against the backdrop of bivenged industrial policy objec-
tives (y Table6.1).
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Table6.1: Summary of empirical results on the effects of Chinese competition
Effects of Chinese compet Until 2012 2013 to 2022 From 2025
tion

t6

Employment ! 010 12
Market exit +2 +6 0 to +10

Relocation abroad +7 010 +12
Iv peSEC W ~ EA +3 +7 +10

Productivity +6 Oto-9 Ql.a

Innovation, R&D activities t4 +6 t10 412
Investments t° 010

Diversification of markets +8 +10,11

Source: own presentation.

Selected sources for the empirical resul&uthor et al (2013).2 Asquith et al (2019).2 Bloom et al(2024).- 4 Author et al.

(2020).- 5 Pierce, Schott (2018)¢ Bloom et al. (2016}. 7 Gu et al(2021).- & Caselli, Schiavo (2020Y.Friesenbichler et al.
(2024).- 10 GruberNémet (2025)- 11 Friesenbichler and Reinstaller (2023%.GruberNémet et al(2025).

Notes: “": negative effect of Chinese competition, "0": no statistically significant effect, "+": positive effect of Chinese compe-
tition.

aHowever, the results of Grub&lémet (2025) point to positive effects of increasing Chinese competition in export markets.

The extensive use of industrial policy instruments (despite limited recent evidence) contributed signifi-
cantly to the European Union significantly revisinGlitsia Strategiyn 2019. While the European China
strategy until 2019 primarily emphasized cooperation and economic integration, China was also de-
scribed as a competitor and systemic rival for the first time in 2019 (GHaiero and Vasselier, 2024).

In its current China strategy, the European Commission formulates the specific goal of creating more
balanced and reciprocal conditions for economic relations, among other things. Comyoissittoting
subsidies, selective market opening, investment i&&ins and insufficient protection of intellectual
property in China were identified as concrete obstacles.

This change in strategy was followed by various political measures with the aim of countering politically
induced discrimination against European companies. This included the drafting of an investment agree-
ment ("Comprehensive Agreement on Investme&AT). This should allow European companies access

to and fair treatment on the Chinese market. Despite a political agreement in principle at the end of
2020, the CAl has still not been ratified. Furthermore, an instrument was created with regard to inter-
national procurementIP). This allows the European Commission to prevent companies frofauhon
countries from gaining access to public tenders if European companies are faced with similar restrictions
in the company country of origin. In addition, instruments have been created with which the European
Commission can take action agaidsttortions of competition caused by thipdirty subsidie®r the
exercise of economic constraint® These measures complement the existimg-dumpingand anti-

subsidy instrumentef the EU.

The recent investigation by the European Commission into state subsidies for Chinese manufacturers of
electric vehicles and the resultingroduction of import duties on electric vehicles of Chinese oisgin
an example of the use of tresonomic policy instrument

%0 |n addition, the European Union is pursuing a diversification amiskdeg strategy in itsxdustrial strategyn order to
reduce its dependence on China in critical areas. Such efforts include, for examplydhsion establishing a framework to

ensure a secure and sustainable supply of critical raw mateithia the framework of théuropean Strategy for Economic
Security
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6.3.2 Impact of Chinese competition on Austrian companies since’2013

The extent of Chinese competition on the Austrian market (SBextBox 6.4 for explanations on the
calculation of thecompetition indicators) increased in almost all gepasducing NACE industries in

the period 20072023 (y Figure6.8)>2 This increaswas particularly pronounced for the production of
dataprocessing equipment and electronic and optical products (NACE C26) and the production of elec-
trical equipment (NACE C27). Imports from China attributable to these industries increased by more
than three times the value of AustBamports from China in 2007 between 2007 and 2023.

Text Box 6.4: Indicators of Chinese competition

Following the "China shock" literature, the prodredated intensity of Chinese competition in Aus-
tria in year t is measured as the quotient of the value of Chinese imports to Ausffe®(’'" ) and
the total imports of the product in a base year %.7; denotes the quantity of all countries exclud-
ing Austria.
1,0\ 2/EA
4AQ T Aok
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Most of the "China shock" literature measures the trade shock solely on the basis of the change in
Chinese domestic market penetration. However, this approach falls short when analyzing a small
open economy such as Austria, as the domestic market isamdathe industry is heavily export
oriented. As Austria exports a significant proportion of its value added, it is to be expected that in-
creasing Chinese competition in export markets will be important for Austrian companies even if
market penetration in @éstria itself remains low. For this reasdollowing Friesenbichler and Rein-
staller (2023} a measure of Chinese market penetration in Austrian export markets is also taken into
account.
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This measure of Chinese competition in export markets weightothwry-specific measure of Chi-
nese competition with the share of the respective export destinations in the total exports of the
respective product by Austrian companies.

51 The results presented are based on the background studies by @tabmt (2025) and Grub&témet et al (2025). Tech-

nical details, if not mentioned in the text, can be found in these works.

52 Company data from 2013022 was available in the AMDC for the microdata analyses, which therefore determined the
period under investigation. Data from the performance and structural statistics for the perio@@2®7s available at the
aggregated levelf NACE economic sectors. In each presentation in this chapter, the largest possible time period available was
selected.
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Figure6.8: Increase irChinese domestic competition by NACE economic sector;Z0Rs
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Source: Harmonized BACI foreign trade data.

Remark: To calculate the indicators of Chinese competition in Austria presented here at NACE industry level, Eurostat corre-
spondence tables were used to match the trade data at product level to NACE industries. The indicators for NACE sections
were calculted as unweighted averages of the indicators of the corresponding NACE 2 digits.

133 The development of the industgpecific indicators of Chinese competition on the Austrian market es-
sentially followed the development of competition measures in Austrian export markets. However,
there are significant differences at product level. For etanthe change in the number of Chinese
competitors on the Austrian market and in export markets between-20@3 only has the same sign
for around 71% of the sikigit HS product lines. This observation underlines the importance of sepa-
rately quantifyilg the effects of Chinese competition in the domestic market and in export markets.

134 The effects of increasing Chinese competition on Austrian companies in the perie?D2Q1(&ruber
Német, 2025) differ significantly from the effects on European economies before 2013 documented in
the literature (seey TextBox 6.5 for explanations of the empirical approach). However, it remains un-
clear whether this is due to a change in the effects of Chinese competition or whether the effects on
Austrian companies differed froother EU countries even before the global financial crisis. Although
some "China shock” studies have considered Austria (Bloom et al., 2016; Friesenbichler et al., 2024),
there are no studies that focus exclusively on the effects of Chinese competifiistoian companies
before the global financial crisigTable6.1 compares the correlations documented in Grublémet
(2025) and Grubeémet et al. (2025) with the resulté the existing literature.
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Text Box 6.5: Methodology for quantifying the effects of Chinese competition

The productrelated measures of Chinese competition described TiextBox 6.4 are assigned to
Austrian companies in the Austrian Micro Data Center by means of the conjpespestive export
portfolios. To calculate a compaspecific indicator, the produspecific indicators were then
weighted by the value share of the respective product in the companports.

The compamgpecific effects of Chinese competition are then quantified on the basis of empirical
specifications (see e.g. Bloom et al., 2016) in the following form:

L > e E % g E> Hg O Whg EDGE Bag
In this specification, denotes the change in a variable over a-figar observation period; jgis
the companyrelated indicator for which the effect of a change in the intensity of Chinese competi-
tion is estimated. The above specification contains both the indicator of Chinese competition in the
domestic market+6and the indicator of Chinese competition in export mark@t&tas well as an
interaction of the two) as explanatory variablé&¥are fixed effects for each combination of time
period and NACE industry. Accordingly, the effects of the indicators of Chinese competition are iden-
tified exclusively on the basis of variation between companies within industries. For a detailed dis-
cussionof the limitations of the methodology used and additional estimates to analyze the robust-
ness of the chosen measures of Chinese competition, see GYébsat (2025).

Effects of Chinese competition on employment in Austrian companies

Before the global financial crisis, Chinemmpetition led to declining employment in European industry
(Balsvik et al., 2015; Bloom et al., 2016; Utar, 2018). No such effects were observed for Austrian com-
panies in the period 2013022 (y Figure6.9).

However, the WIFO industry survey indicates that Austrian industrial companies that are more affected
by Chinese competition are more likely to pdésmployment cutsn the period 202582030. Companies

that consider at least one Chinese company to be one of their three most important competitors are
significantly more likely to state that they intend to reduce employment in Austria over the next five
years (42% compadeo 25%).

This correlation is statistically significant even after taking various control variables into account
(GruberNémet et al., 2025). The probability of a planredlction in employment in the period 2025
2030is around 15.5% higher among companies with at least one significant Chinese competitor than
for the rest of the companies included in the industry survey. The effect of Chinese competition on the
probability of planned job cuts is even more pronouncegatdduction(y Figure6.10) (18.3%).
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Hgure6.9: Effects of Chinese competition on indicators of entrepreneurial activity

Source: PROD calculations based on the Output and Structure Survey, the R&D Suraey] Exteastat and Harmonized

BACI Foreign Trade Data.

Note: The coefficientd shown are derived from pooled OLS specifications withNmEE-digit fixed effects, in which only

the indicator of Chinese competition in the domestic market (left panel) or the indicator of Chinese competition in export
markets (right panel) was used an explanatory variable. The extent of the estimated effect is shown as a dot in each case.
The figure also shows the 5% confidence intervals of the point estimates based on robust standard errors. The estitaated effec
are statistically significantlyférent from zero if the limits of the confidence interval are both above or bedow Otherwise,

there is no statistically significant correlation between the increase in Chinese competition and the respective company indi-
cator.

Effects of Chinese competition on the labor productivity of Austrian companies

138 The increase in Chinese competition had a negative impact on patent applications and the innovation
activity of US companies (Autor et al., 2020). In contrast, the early China shock (before the global finan-
cial crisis) had an innovatiémducing and produivity-boosting effect on European companies (Bloom
et al., 2016; Caselli et al., 2021). However, this produesimityancing effect gradually decreased and
eventually reversed (Friesenbichler et al., 2024). For the sample of Austrian companies bet®een 201
2022, Chinese domestic competition also hagbroductivityenhancing effectieft-hand panebf y Fig-
ure 6.9). In contrast to Friesenbichler et al. (2024), however, there is no reversal of the effect docu-
mented by Bloom et al. (2016).

139 However, increasing Chinesempetition in export marketseems tccreate incentives for productivity
increasegor Austrian companies (righiand panel iny Figure6.9).5* An increase in Chinese imports of
a companys products to Austrif export destinations by one percent of globgborts of these prod-
ucts to this group of countries is associated with an increase in the cofpalogr productivity of

53 The effects presenteith vy Figure6.9 were subjected to a series of robustness checks. The documented significant effects
on research and development expenditure dabor productivity are retained in these additional specifications (Gruber
Német, 2025).

54 None of the studies that examined the effects of Chinese competition on the productivity of companies analyzed both the
effects of Chinese competition at home and in export markets. The existing literature therefore provides no evidence with
which to compre the documented effects of increasing Chinese competition in export markets.
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around 0.05%. Such an increase in Chinese imports corresponds approximately to the median (0.85%)
of the change in the Chinese competition indicator in the sample of Austrian comisanies.

Hgure 6.10: Chinese competition and plans for employment development in production activities in
Austrian industry 2022030

Source: WIFO@dustry Survey 2025, Harmonized BACI Foreign Trade Data, own calculations.

Note: The indicator of Chinese domestic competition refers to the last available year of BACI foreign trade data (2823) and w
calculated as a quotient of Chinese imports as a share of global imports -gligitSp6oducts attributable to the respective
NACE 4igit code.

Effects of Chinese competition on R&D activities of Austrian companies

140 Austrian companies that were affected by a stronger increase in Chinese domestic competition in the
period 20132022 reduced theispending on research and developmesittive to less affected com-
panies (y Figure6.9). This resubbffers a possible explanation as to why the initial produciindseasing
effect of Chinese domestiompetition (Bloom et al., 2016) is no longer observable in recent samples.

141 An increase in Austrian imports from China by one percent of the global imports of a c@mppady
ucts to Austria led to a decrease in the research and development ratio of arountt Adi¥ian et al.
(2009) refer to this effect as the discouragement effect of increasing competition. Cusolito et al. (2023)
document similar reactions of Chilean companies to increasing Chinese competition.

142 The results of Friesenbichler and Reinstaller (2023) allow a classification of these results on the effect
of Chinese competition on R&D expenditure by Austrian companies. Based on the 2016 WIFO Industry
Survey, the study shows that Austrian companiestaffeby stronger growth in Chinese competition
made changes to their product portfolio and business areas less frequently than less exposed companies

55The mean value of the change in the indicator of Chinese domestic competition (increase in Chinese imports as a percentage
of global imports in the base year) over a-frear period in the sample of Austrian companies is around 3.5%.

%8 This significant negative effect can also be observed when R&D expenditure is used as the dependent variable.
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in the period 2012016. In addition, increasing Chinese competition in this sample reduced the devel-
opment of new skills. Together, these results indicate that exposed Austrian conhzeaidendedo
pursue adefensive strateggf focusing on core competencies when dealing with Chinese competition.

In contrast, companies with significant Chinese competitors are more likely to plan to broaden (63%
compared to 55%) or upgrade (57% compared to 43%) their product portfolio in the next five years,
according to the current industry survey (for details, GegberNémet et al., 2025). Austrian compa-

nies heavily affected by Chinese competition therefore appear indpeasingly pursuing a more of-
fensive strategyn order to maintain or strengthen their market position.

Hfects of Chinese competition on structural change within and between companies

Structural change between sectors can occur in various foyisactionsd.2, 8.4). Structural change
can take place between companies, with companies in one sector (e.g. industry) reducing employment
or exiting the market, while companies in another sector (e.g. the service sector) increase employment.

Before the global financial crisis, the intensification of Chinese competition caused this form of struc-
tural change through the market exit of particularly exposed companies, both in the US and in the EU
(e.g. Bloom et al., 2016, Bloom et al., 2024).¢Fhsssection of all companies in the Austrian sample
does not show an increasptobability of market examong companies particularly exposed to growth
from Chinese competitiofy Figure6.11). If thesample is limited to the period 202818, Chinese
competition caused a statistically significant reduction in the probability of survival of Austrian compa-
nies in this suisample. For thenost unproductive companigs however, Chinese competition caused

a significant, albeit small, increase in their probability of market exit over the entire period from 2013
2022 (see Grubeémet, 2025 for detalils).

However, structural change can also take place within existing companies by reducing employment in
one sector while increasing employment in another sector. This form of structural change within com-
panies can either take the form of existing sites chartbiigspecialization or main activitand con-
sequently their sectoral classification. Alternatively, this internal structural chémgexample, from
manufacturingo services can also consist of companies closing ggmdslucing facilities and simul-
taneously opening negoodsproducing facilities.

Recent studies by Bernard et al. (2017) and Ding et al. (2022) have shown that a significant part of the
decline in employment in the manufacturing of goods in relation to the service sector in Denmark and
the United States is due thanges in the sectoral allocatioh companies or permanent establish-
ments. Such changes reduce the employment of companies classified as industrial, wheedigsaon

trial employment increases. Similar changes in sectoral classification can also be observed for Austrian
companies. However, these are rargifem 256).58

Bloom et al. (2024) have examined the significance of this phenomenon in the context of the job losses
in the USA caused by the "China shock". They document that in the USA around 40% of the decline in
employment in thananufacturing sectadue to increasing Chinese competition is attributable to sector
changes. A change in corporate specialization thus represented a strategy for dealing with increasing
Chinese competition in the United States.

57 This refers to those companies in the lowest quintile of the distribution of average labor productivi302314f the
companies in the sample.
%8 Such a change took place for only 1.3% of the observations in the Gléiet company sample (2025).
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Hgure 6.11: Effects of Chinese competition on indicators of structural change within and between
companies

Source: PROD calculations based on the performance and structural survey, the statistical business registdi-kitestat

and harmonized BACI foreign trade data.

Note: The coefficients shown are derived from pooled OLS specifications (linear probability models) an&CiEnigit

fixed effects, in each of which only the indicator of Chinese domestic competition or the indicator of Chinese competition in
exportmarkets was used as an explanatory variéBIIHJmmy variables were used as dependent variables: I(Market retention)
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classification of the company has changed during thereasen period; I(Sector change) =1 if the NACE classification of the
company has changed from a NACE C industry to a market services sector-fNAIDENG the observation period and the

sector classification does not change subsequently. The extinet @timated effect is shown as a dot in each case. The figure

also shows the 5% confidence intervals of the point estimates based on robust standard errors. The estimated effects are
statistically significantly different from zero if the limits of thafickence interval are both above or bel@aera Otherwise,

there is no statistically significant correlation between the increase in Chinese competition and the respective company indi-
cator.

149 Such a correlation between Chinese competition and changes in specialization can also be observed for
Austrian companies in the period 202322. Increasing Chinese competition increased the likelihood
of a change in specialization, which resulted in lassification of the company from theanufacturing
sector(NACE C) to market servi¢BACE @) (v Figure6.11).5° An increase in Chinese imports by one
percent of global imports (both domestically and in export destinations) increased the probability of
sectoral reclassification by around 0.60509%. Accordingly, Chinesempetition had a statistically
significant but only very minor impact on structural change within existing companies between 2013
2022.

150 Chinese competition also had an impact on the probability of changes in thdigauWACE codeand
thus on the probability of minor changes in the main entrepreneurial actbétyveen 20132022. This

59 Switching definitions that take into account temporary reclassifications and switches-toanket services (NACER)
were also used as a robustness check. The qualitative results remained unchanged in these additional specifications compared
to permanet changes in market services (Grubkimet, 2025).

60 sector reclassifications were only recorded as such for the specifications presenteidime6.11 if there was no subse-
guent return to the original classification ("permanent switchers").
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form of changed specialization is also significantly more common akusirgan companies that were
exposed to stronger growth from Chinese competition between 2013 and 262¢ufe6.11).

Hfects of Chinese competition on export and relocation activities

Thediversification of sales marketsrves as a strategy for dealing with increasing Chinese competition.
Companies that are exposed to greater growth from Chinese competition are more likely to become
exporters (Caselli and Schiavo, 2020) and export more frequently to new markets (ftideseabd
Reinstaller, 2023). In the Austrian sample from 2ZBA2&2, particularly exposed companies also tended

to diversify their export market@ncrease the number of export destinatiofisiiowever, they did not

show any increased tendency to diversify the export portfolio.

The literature on the effects of Chinese competition on European companies before the global financial
crisis documents a positive correlation between Chinese competition and the offshoring of production
activities (Gu et al., 2021). In the period 2@022, there was no correlation for Austrian companies
between increases in Chinese competition eldcation activitieabroad®?

However, in the latest WIFO industry survey, Austrian companies that are more affected by Chinese
competitionmore frequently expressed the intention to relocate at least one business unit abroad be-
tween 20252030 (y Table6.2). This correlatiobetween the intensity of Chinese competition and the
intention to relocateexpressed in the WIFO industry survey is statistically signfficéme. probability

of planned relocation intentions in the period 262830 is around 14.7% higher among companies with

at least one significant Chinese competitor than for the group of other companies (Gléret et al.,

2025).

Table6.2: Indicators of Chinese competition and relocation intentions
Intention to relocate

Extent of Chinese competition No Yes
In %
Chinese company among top 3 competitors
No 67 33
Yes 46 54
Indicator ofChinese domestic competition (NAGHGR)
Low 70 30
Medium 67 33
High 55 45
Indicator of Chinese competition in export markets (NAJDgER
Low 74 26
Medium 65 35
High 53 47

Source: PROD calculations based on the WIFO Industry Z0@%eand BACI foreign trade data.

Note: The indicators of Chinese competition at the level of NAIRt Ihdustries refer to the last available year 2023 of the

BACI foreign trade data. The companies included in the WIFO industry survey were divided into terciles based on the indicator
of Chinese competition in their respective NA&lgR economic sectors in 2023F\(tercile: low intensity of Chinese compe-

tition, 2" tercile: medium intensity,"8tercile: high intensity).

61 However, this effect is not significantly positive in all robustness analyses (seegmuisty 2025).

62 Activities or production steps can be outsourced abroad by involving a supplier outside the company ("offshore outsourc-
ing"), by the company acquiring a stake in a foreign supplier or by establishing a subsidiary abroad. The latter two forms of
outsourcirg are recorded in the Foreign Affiliates Statistics (FATS) if the companies abroad are controlled by the domestic
company. The number of domestically controlled subsidiaries of an Austrian company and the number of employees of these
subsidiaries can thefere be used as indicators for some of the relocation activities of companies.

%3 The significance of this correlation is maintained even if the NACE 2 digit of the companies, the subjective assessment of th
companies regarding their exposure to trade policy distortions and the export intensity of the companies are taken imto accou
as control variables in a linear probability model.
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In summary, this part of the analysisows that Austrian companiegveloped robustly on average
between 2013 and 2022 in the face of growth from Chinese competitdiahle6.1). Adjustmentsfor
example with regard to entrepreneurial specialization or research and development expenditure, were
observed among more severely affected companies. However, key performance indicators of Austrian
companies, such as gross operating surpluses, vatlezlaor employment, were not significantly influ-
enced by Chinese competiti6hHowever, in the latest WIFO industry survey, companies particularly
affected by Chinese competition were significantly more likely to reveal plans to relocate and reduce
staff by 2030. These findings indicate that Austrian companies are coming undasiimgigessure

from Chinese competitors or that competitors from China are taking on a special role for Austrian com-
panies  items 136, 137and153).

6.4 Discussion of the results

The results of the WIFO industry survey reveal widesmedadation intentionsand plans to reduce
employment in production activities at domestic locatiarislarge Austrian industrial companies
(GruberNémet et al., 2025). Relocation intentions are particularly widespread among companies with
significant Chineseompetition (y Table6.2). These results underline the importance of the interna-
tional division of labor and foreign competition as drivers of structural change (see also e.g. Bloom et
al., 2024; Fort et al., 2018). This correlation is also illustrated by the documented dff€binase
competition on changes in entrepreneurial specializatioRigure6.11). Protectionistmeasures and

the associated sharp deterioration in price competitiveness in the relevant sales markets have the po-
tential to accelerate such structural transformation processes.

The migration of certain business areas (especially production) is not necessarily a negative factor in
terms of thecompetitiveness of the business locatigmovided that valu@ddedintensive areas of
activity remairdomesticor are expandedBernard et al., 20)7However, the employment reduction

plans of the companies included in the industry survey reitbcation intentions are not limited to
production These companies also state more frequently that they plan to reduce employment in the
next 5 yeas for all other company divisions. For example, 19% of companies with relocation intentions
are planning to reduce their workforce in the area of design and product customization, while only 4%
of companies without relocation intentions are doing so. |&itypisignificant differences can be ob-
served with regard to research & development (11% compared to 1%) and pooénted IT including
software as a product (14% compared to 2%). There is therefore a risk that a considerable amount of
value creation athemployment will be relocated abroadspecially by companies under strong inter-
national competitive pressure.

The results of the industry survey also confirm the importance of efforts at EU level tofaircarsl
balanced framework conditions for European companies in compaetitibrioreign- and in particular
Chinese competitors.

As part of these efforts, the EU has recently created a number of new instruments to combat distortions
of competition. This includes the regulation of thparty subsidiesHoreign Subsidies Regulation
"FSR"). This stipulates that companies planning mergers or participating in public procurement proce-
dures within the EU must report any foreign subsidies received. On the basis of these reports, the Eu-
ropean Commission may open ardepth investigationnto the matter. This instrument also enables

the Ewopean Commission to open investigation proceedings on its own initiative in other market

641n addition, no robust correlations were identified between the intensity of Chinese competition and the investment activity
of companies (Grubedémet, 2025).
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situations?® The announcement of the opening of a corresponding investigation has already led to the
withdrawal of bids in public procurement processes in some €ases.

In addition, the instrument for protection against economic coercion or extortion by third countries
(Anti-Coercion Instrument "ACI") came into force in 2023. This allows the European Commission to
take countermeasures such as import duties, restrictions with regard to the protection of intellectual
property or restrictions on access to the European financial market if atigatios proves the exer-

cise of economic constraints by third countries. However, this instrument has so far (as of August 2025)
has not yet been used. Initial use was considered for the introduction of countermeasures in response
to the US governmertreciprocal tariffs before the US and EU reached a trade policy framework agree-
ment on July 27, 2025.

The FSR and the ACI thus complement the European BpJpatfolio of trade defense measures. This

also includes the regulations on protection against subsidized and dumped imports fr&t) monn-

tries Anti-Subsidy Regulaticand Ant-Dumping Regulatiéf), which were last revised in 2018. These
regulations enable the EU to take measures such as import duties if goods are imported into the EU at
artificially low prices, for example due to distorting subsitfies.

However, the results of the WIFO industry survey suggest that Austrian companies perceive Chinese
competition as a particular threat despite the existing economic policy instruments. However, it remains
unclear to what extent this perception is due to ieqdately addressed distortions of competition.
Alternatively, the perceived threat could be due to advantages of Chinese competitors in terms of tech-
nology, production costs or availability of raw materials that are not attributable to distortions of com-
petition.

The increase in protectionist tendencies is one facet of tleabed "Great Reallocation” of global trade
relations as a result of increasing geopolitical tensions in the recent past (Alfaro and Chor, 2023; Go-
pinath et al., 2025; Grover and Vézina, 20Z8js major reallocation is characterized by shifts in trade
flows to trading partners with similar geopolitical interests ("“friendshoring”) and decreasing interde-
pendencies between geopolitically more distant blocs. This decoufikaghe introductian of tariffs-

is associated with costs for all economies. However, Fontagné and Yotov (2024) point out that even a
moderate strengthening of the integration of the European single market can compensate for the costs
of decoupling from geopolitically modistant blocs. Strengthening relations with European trading
partners therefore also offers a promising strategy for dealing with protectionist measures by other
trading partners.

The European Commission recently published an up&itategy to improve the European Single Mar-
ketbased on the findings of the annid&port on the European Single Market and its Competitiveness
The objectives formulated therein address significant hurdles to-boyger business activities within

the EU that emerge from company surveys. This includes the standardization and simplification of legal
framework conditions, for example with regaotthe establishment and scalg of companies as well

as product packaging, product labeling and waste treatment. Other problem areas include the adminis-
trative hurdles for the crogsorder deployment of workers, the restricted crd®sder access to many
service professions (Dorn et al., 2024; Jungmittag and Marschinski, 2023) and the often differing trans-
position of EU law into national law.

In view of the investmenrhhibiting effect of import tariffsy(item 120) and economic policy uncertainty
(vitem 124), anagreement in the trade conflict with the W®uld actually be welcome, to end the

65htt|os,://ec.europa.eu/commission/presscorner/detaiI/en/mex 2247and
https://ec.europa.eu/commission/presscorner/detail/en/speech 24 1927

66 https://ec.europa.eu/commission/presscorner/detail/en/STATEMENT 24. 1729

67 Regulation (EU) 2016/1038une 8, 2016 anfdequlation (EU) 2016/1028 amended bfRegulation (EU) 2017/232De-
cember 12, 2017.
%8 The Federal Ministry for Economic Affairs, Energy and Tourism pristigigissanctioned products and countries.
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phase of pronounced uncertainty for EU exporters with regard to the future conditions for exports to
the United States. However, tagreement reached between US President Trump and the EU Commis-
sionon July 27, 2025/(tem 110) only reduced uncertainty to a limited extent. On the one hand, this is
due to the lack of a standstill clause, which allows the US government to deviate from the framework
agreement at any time. In addition, in August 20@5contradiction to the agreeent- the US govern-

ment imposed higher tariffs of 50% on a large humber of products made partly from steel and alumi-
num, such as machinery (Kawlath, 2025). In view of the continuing pronounced uncertainty for Austrian
exporters and the expected reluctantceinvest, the recent announcement by the federal government

to double the investment allowance is potentially signifi€&nt.

In contrast to the E reaction to the US tariffs in 2018, the 2025 framework agreement does not pro-
vide for any countetariffs on US exports to the EU. This should prevent domestic producers from ex-
periencing price increases on imported intermediate products from the U&h wiiuld potentially

lead to even greater declines in economic output in the EU (ASCII/2aRtle same time, the agree-
ment on 15 percent US tariffs without corresponding coutaeffs represents a significant concession

by the EU and is therefore likely to contradict the WHfasic principle a&ciprocity.

6.5 Helds of action

While the EW trade and competition policy instruments attempt to address compeditistorting
subsidies and their effects, they offer only limited scope for other forms of compatisitmiting Chi-

nese industrial policy. Despite relevant improvementiatellectual property protectiom China, the
European Commission (2023) continues to identify problematic practices, for example in connection
with forced technology transfer. The competitive advantages that Chinese companies gain from such
practices are not suffiently addressed by the existing trade policy instruments.Chimeprehensive
Agreement on Investmergrovided for regulations that were intended to prevent forced technology
transfer by means of investment requirements. However, this has not yet been ratified.

The European Commission generally intends to evaluate the effectiveness of trade policy measures both
ex ante and ex post (Ecochard et al., 2023). Despite this intenticevitence on the effectiveness$

EU trade policy instruments to ensure a level playing field for European compatees(58-160) is
limited.”* The existing evidence (Johem et al., 2021; 2022) indicates that farfldumping and anti
subsidy protective tariffscontrary to the intention of these measuredid not increase the market
share of EU companies. Instead, these have so far led to an increase in imports fadfagted export
nations. It is thereforenclear whether the Ep seemingly consistent approach to creating a level play-
ing field has so far had the intended effect. Accordingly, comprehensive evaluations are required in
order to be able to draw conclusions as to whether the perceived threat from Chinese competition
among Austrian companies is due to inadequately addressed distortions of competition and whether
the existing EU instruments are therefore not sufficient to ensure fair competitive conditions for Euro-
pean companies.

In view ofthe increasing competitive pressure and the negative correlation established in this chapter
between the intensity of Chinese competition and research and development expenditure by Austrian
companies ( Figure6.9), domestiaesearch andechnology policys challenged. In an international
comparison, Austriaas a high level of government support for innovation activities, but also a high
proportion of undifferentiated funding (e.g. by means of tax deducti@SLCO R&D Tax Incentives Da-
tabasg. In contrast, the focus in Chinese research and technology policy, particularly through the defi-
nition of key industries in the "Made in China 2025" strategy, is very pronounced. Against this backdrop,

69 Council of Ministers presentation 20/13, September 3, 2025.

O This problem was addressed as part of the EU counter tariffs in 2018 by imposisgdéegmport duties on final goods,
including various luxury goods such as Harley Davidson motorcycles.
& SeeAnalysis and assessmeifturopean Commission
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the weak productivity trend and AustBaéudgetary situation, a reorientation and refocusing of govern-
ment support for innovation activities recommendation of the OECD (OECD, 2Gfpears to make
sense.

The newEU Single Market Strate@yitem 163) lists various reform areas to reduce barriers to intra
European trade relations. However, it does not address the obstacles most frequently mentioned by
companies differences with regard to tax regulations, in particular ¥AT.

One obstacle to integration identified in the EU internal market strategy is the legal complexity resulting
from the different transpositions of EU directives into national law. From this, the harmonization of
existing regulations and the consideratioradfarmonization objectiven future transpositions of EU

law into national law can be derived as a task for the governments of the EU member states.

Thediversification of sales marketsalso a strategy for dealing with newly erected trade barriers out-
side the European market. Austrian companies practiced this strategy during US Presidebtfifstmp
term in office (/ item 122). To support companidgiversification effortsadvice, information and fund-
ing programmes such as the "ginternational” internationalization campaign of the Federal Ministry
for Economic Affairs, Energy and Tourismre important.

On the other handrade agreementslso play a special role for entry into new sales markets, as these
are accompanied by a reduction in trade barriers and increased legal certainty for exporters (Christen
et al., 2025). Various gost evaluations by the European Commission confirm tkiiym effects of

EU free trade agreements on bilateral trade flows (e.g. European Commissiofi). 20&®rdingly,

early ratification of negotiated agreements {Edrcosur) and rapid progress in ongoing negotiations
(e.g. EtAustralia, EUndia, ELMalaysia) would appear to make sense.

Against the backdrop of widespread relocation intentions in Austrian industry (Gtébest et al.,

2025), economic policy points of reference arise from the responses of companies to the reasons for
their relocation intentions. The companies includede\WIFO industry survey cited in particular lower
personnel costs (95%) and lower energy costs abroad (60%) as well as the regulatory environment (41%)
and the tax and duty burden in Austria (40%) as reasons for relocation efforts.
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7. Energy costs as a driver of structural change in Austria

High energy prices continue to pose a relevant risk for many Austrian industsal
Final natural gas and electricity prices have stabilized since 2022. However, the
uing high price level, especially for electricity, is contributingdieterioration in the
competitive price positionompared to competitors within and outside of Europe &
is reducing incentives to electrify industrial processes.

Industrial companies are increasingly shovi@rglencies to reduce employment an
relocateproduction High labor costs and high energy prices are at the heart of st
gic considerations in this regard.

With energy prices remaining high, therg@asticular pressure to reduce energy co
sumption and energy intensjtgspecially for energptensive companies.

Energy intensity at company level has improved continuously. Between 2009 anc
it fell by 4.8% cumulatively across all compariasge companies and companies
energyintensive sectors have reduced their energy intensity significantly more
other companies

Economies of scale make the most important contribution to improving energy i
sity. Theenergy intensity therefore improves with increasing production outpeith-
nological change and pure energy efficiency gains have only contributed to the
provement since the energy crisis.

Taking rebound effects into account, kweshold energy efficiency measures cot
enable lastingavings of around-8% of energy consumptioincreases in efficienc
can therefore only offset the sharp rise in energy costs to a limited extent.

Nevertheless, cumulative increases in energy efficiency can make an important
bution to reducing energy consumption in industry. However, this is offset e
for a sharp increase in energy consumptsrpart of the energy transition.

Shortterm supporifor energyintensive companies seems necessary in view of the
isting cost differentials with important competitors. Howe\his is not a longterm
solution.

In the long term, support measures and investment security are key prerequisit
the ecological transformation of the industry. These should primarily be aimed at
nical change, which on the one hantproves energy usdut on the other hand alsc
strengthens the competitiveness of affected companies
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In view of longerm development prospects, however, thasic questiomemains
open as to how the production of enermyensive products in Austria can be ma
both economically and ecologically sustainable.
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7.1 Introduction’®

Energyintensive industries in the Ee facing two key challengdsgh energy pricesnd theenergy
transition Even in the third year after the energy criersergy costs remain higin an international
comparison, European companies pay significantly higher electricity and gas prices than their competi-
tors in the USA or China fact that significantly impairs their global competitivenBssdquktivitatsrat

2024). Austria is particularly susceptible to the consequences of permanently high es&gluedo

the high importance of energgtensive industries compared to the rest of the EU. In eriatgpsive
sectorscompany relocationandjob lossesire a threat in the long term.

dZ (pSpE A 0}%u v3 }( v EPC % E] -reutval é&nBrgy douroes hod 6fCen{ K
tral importance for investment and location decisions by engngynsive companies. Structural
changes in the Austrian corporate sedtwrefore dependn the one hanan whether it is possible to
provide costeffective and climat@eutral energy. Success or failure in this area is reflected laveke

and stability of final energy pricas well as thavailability of renewable energy at the locatiam the

other hand, the adaptability and efficiency potential of companies play a decisive role. Measures to
increase energy efficiency and reduce energy consumption are considered to be particulaffgcost

tive. Their success is reflected in thecreasing energy imsity of companie

Based on the Draghi Report (Draghi, 2024), the European Commission is planning anseassres

to simultaneously reduce energy costs for companies and decarbonize infstyyelements are the
promotion of longterm electricity supply contracts (PPASs), particularly for SMEs and -émergive
companies, and the reform of the electricity market design to improve price stability and predictability.
A legal act is intended tspeed up approval procedures for decarbonization projects, facilitate invest-
ment in electrification and lowarbon technologies and create lead markets for green industrial prod-
ucts. Together, these measures are intended to create an investnamdly environment that simul-
taneously strengthens competitiveness and climate targets. These issues also @snipal placen

the federalgovernmentp political agenda, whereas in the recent past the political focus has primarily
been on mitigating the price shock resulting from the energy crisis.

The Productivity Report 202Brpduktivitatsrat 2024) has already addressed the development of en-
ergy prices, their impact on the international competitiveness of Austrian companies and the institu-
tional framework conditions required for a cadtective and Céneutral energy supply. Due to the
significance of the problem of high energy costs for the industrial locatiten{ 28), thefocus of this
chapter is on the adaptation options and potential of Austrian companigshe resulting economic
policy options.

y Section7.2first deals with the possible effects of high energy price risks on the location decisions of
Austrian industrial companies and the development of employment in indasirgler to identify pos-

sible deindustrialization trend&In y section7.3, the focus is then on the adaptation options for Aus-

trian companies, particularly in the enetigiensive industries. First, the development of energy inten-

sity at company level and, in particular, the role of possible improvements in energy effitignisy i
process is analyzed. This provides important insights into adaptation mechanisms and possibilities at
company level and into the adaptability of individual sectors to external factors such as climate policy

"4The results presented are based on the background studies by Reinstaller and Sellner (2025b) aNéGeatpReinstaller,

Holzl (2025). Technical details, if not mentioned in the text, can be found in these works. In all analyses, an attezdgt was m
to pull the data to the current margin. In the case of the data from the Austria Micro Data Center, this is the year 2@22, for t
Eurostat data used the year 2024. The WIFO industry survey was conducted in 2025 and thédokimgrduestions relate

to the period 20252030.

5 SeeDeal for a Clean Indust(€OM(2025) 85 finalpction Plan for Affordable Ener@fyOM(2025) 79 final) and the an-
nouncement of theAct to accelerate the decarbonization of indu@®gf. Ares(2025)3079152).

76 According to the European Investment Bar#024 Investment Survey, energy costs are the most important obstacle to
investment in manufacturing, alongside skills shortages and global uncertainty (EIB, 2025).

104

This machine translation was created on November 27, 2025, using DeepL



Energy costs as a driver of structural change in Au€hapter7

or energy price shocks. This is a prerequisite for targeted and effective industrial and climate policy
measures. Subsequently, potential energy savings through energy efficiency measures are evaluated. In
y section7.5, the results and economic policy fields of action are discussed.

TextBox 7.1: Data basis of the chapter

For the analyses in this section, anonymized company data from the performance and structural sta-
tistics (LSE) and the goods input statistics (GES) were used. The company data from Statistics Austria,
which are accessible for scientific purposes in thdriduslicro Data Center (AMDC) (Fuchs et al.,
2024), were available for the period 262822.

The EUwide harmonizegerformance and structural statistippovide comprehensive information
on the structure, activity, employment, investment and economic performance of companies at na-
tional and regional level.

The annuaGoods Input Survéyused to record and present basic and raw materials, finished inter-
mediate products, auxiliary materials and selected operating materials that were required in the
manufacturing sectoor the provision of industrial services in the course of a survey year. It also
includes the energy used in the production process. The goods usage statistics are the central source
of data on the use of energy sources in the manufacturing sector (iggdusampanies in the NACE
sections B- that exceed certain thresholds in terms of employment and economic output are sur-
veyed. The survey covers around 2,300 companies. Due to the number of cases and the focus of the
analysis on energy consumption, thisgsis is limited to thenanufacturing sectofNACE C) and
construction (NACE F).

Goods use statisti@nd Energy balancef Statistics Austria are based on different definitions and
delimitations: While the goods use statistics record the gross use of all energy sources, the energy
balances only show the net use for direct production purpeses the final energy consurtipn

after deducting the conversion processes. The energy consumption determined in the present cal-
culations is therefore higher than that shown in the energy balances of Statistics Austria. Supplemen-
tary surveys for example by the power plant statistic&zould have been necessary for an adjust-
ment and methodological harmonization.

In 2025, theAustrian Productivity Boaok part in theWIFO Industry Survélolzl et al., 2025)

with its own question module (seeTextBox6.2). This chapter draws on data from the WIFO incdus-

try survey that makes it possible to establish a link between the risks posed by high energy prices and
locationrelevant decisions made by the companies surveyed.

Sector breakdowns

The analyses and evaluations in the section2and y 7.3place a special focus on eneigtensive
industries. The following subdivisions are made:

Theenergyintensive industries in the narrower seims#ude the iron and steel industry (C24) and

the wood industry (C16), the paper, cardboard and printing industry (C17), followed by the chemical,
glass and ceramics industry (C23). The share of energy costs in total costs in these areas averages
between4% and 8%, but can reach values of between 15% and 20% in some cases. This range is
reflected in widely differing energy cost shares at company levelP(edektivitatsrat2024). In the

chemical industry (C20), there is less variation, although there are also individual companies with
very high energy intensity. Industries of this type are therefore often the focus of economic policy
measures.

Energyintensive industries in the broader sease those whose median energy intensity is in the

top third (3rd percentile). tercile) of the distribution of all companies recorded in the goods input
statistics. In addition to the sectors mentioned above, this also includes the food and beverage in-
dusty (C1611) and the textile industry (C13). Such differentiation within the company sample is
necessary due to the high heterogeneity in terms of energy intensity in order to obtain efficiency
estimates that are as consistent and meaningful as possildeR@mstaller and Sellner, 2025b).
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Ideally, a separate efficiency estimate should be carried out for each sector. However, this is not
possible due to the small number of cases within individual NA@f 2ode groups.

7.2 Energy prices and location decisions in Austrian industry

In 2021 and 202Znergy costén the Austrian corporate sector rosharplyas a result of the energy

crisis. At company level, an average cost increase of 15% was already observed in 2021, followed by a
further 38% 2022 (y Figure7.1). Inenergyintensive industries, the increase was higher at 28% and
46% respectively. Companies with installations in the emissions trading system (ETS) were particularly
hard hit, with energy costs rising by an average of 39% in 2021 and 59% in 2022. ¢doraparges,

costs have even more than doubled. The increases were partially offset by energy cost subsidies and
the Electricity Cost Equalization Act.

Hgure7.1: Change in energy costs in Austrian companies,-2029

Source: Statistics Austria Goods Usage Statistics, AMDC. PROD/OeNB calculations.
Note: The chart shows the average and the price dispersion in the728tlpercentiles. Percentile across all companies in-
cluded in the goods usage statistics. For definition of eriatggsive industries, seé TextBox 7.1.

Although final natural gas and electricity prices for companies have stabilized since 2228),

the price trend for electricity in particular has contributed tdederioration in the competitive price
positioncompared to competitors within and outside of Europe (@emluktivitatsrat 2024, p. 111ff.;
Draghi, 2024, p. 14). As the direct iAaropean comparison for the last year available in the data
shows, thefinal price of natural gas in 2024 was close to thevifld median across all consumption
bands (/ Figure7.2). However, there are differences in terms of consumption intensity. For consumers
in the middle consumption bandthe final price of natural gas was also close to the median. For
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companies with low and high consumption, however, they were close to the 75% quantile and thus in
the upper third of the distribution.

Hgure 7.2: Range of real gas and electricity end prices for companies according to the level of annual
energy consumption (consumption bands) in the EU, 2024

EUR per MWH at constant 2015 prices (excluding VAT)

Source: Eurostatirg_pc 205 mrg _pc 203 Natural gas excluding Cyprus and Malta.

181 By contrast, final electricity prices for domestic companies were in the top third of tvdElprice
distribution for all consumption bands in 2024. Thenulatively higher price increasgsitem 28 and
y Figure2.2) comparedo the EU have thus contributed to a loss of price competitiveness in electricity
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prices. In 2019, the average electricity price in Austria was slightly abovewideEtdedian price, but
almost twenty percentage points below the weighted EU average price. In 2024, this advantage has
shrunk to 1.6 percentage points. The observed pricezases are due tprice componentshat are

related toenergy generation and supply After various adjustments in the course of the energy crisis
(Produktivitatsrat2024), final price components from taxes and levies aasvgild costs hardly played

a role inthe observed price level for both natural gas and electricity until 20B#y(re7.7). In 2025,
however, significant increases in grid costs were again recétdete decoupling from EWide price
developments is much more pronounced in the area of electricity prices than for naturalFigisré

2.2).9

Companies can react to permanently increased energy costs and the associated business risks by re-
stricting their economic activities at their location or relocating them to regions with lower costs. Based
on data from the WIFO industry survey (Holzl e2aR5%°, therelationship between energy price risks

and location decisions of Austrian industrial companigs therefore examined with regard to reloca-

tion and job cuts.

The analysis pays particular attention to companies that operate in eiméeggive sectors or perceive
highenergy prices as a significant risk facgurch a risk is particularly high if cost fluctuations are diffi-
cult to predict and the scope for adjustments is limited and is accompanied by a relative deterioration
in the company cost position compared to the competition. This focus is important as companies out-
side of energyntensive sectors are also affected by energy price risks and not all companies in energy
intensive sectors are also exposed to high energy pricérisks.

Hgure7.3: Relevance of energy prices as a business risk within and outside-iaengive industries
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Source: WIFO Industry Survey 2025. Own calculations; see Holzl et al. (2025). Answer to the question "How high is the uncer-
tainty in your company regarding the development of energy prices?" Answer d@etuance of the risk for your company
(high/medium/low)".

Note: For a definition of enerdggtensive industries, see TextBox 7.1.

7 Costs for generation, aggregation, balancing energy, costs for delivered energy, customer servdedeaftenagement
and other supply cost&(rostaj.

"8 The increases amount to around 19%. Accordiigdontrolthis is due to increased investment requirements and reduced
delivery volumes (accessed 8.10.2025).

®The investigation by the Federal Competition Authority (BWB) and the energy market regGlatdroEhas provided indi-
cations of a restricted competitive situation (Federal Competition Authof@wpftrol, 2025), which could be at least partly
responsilke for the observed development. The main criticisms are the high regional market concentration and market frag-
mentation as well as the multiple cresisareholdings between the energy supply companies. Another important factor con-
tributing to higher electcity prices is the lack of grid transmission capacity, which is associated with expensive congestion
management measures.

80For details on the WIFO industry survey, s@extBox6.2. A more comprehensive presentation of all the findings presented
here can be found in a brief analysis by the Office of the Productivity Council (seeN&mmietet al., 2025).

81 The evaluations of the perceived energy price risk do not allow any causal conclusions to bEargpanies could see

high energy prices and an insecure supply as a disadvantage for their locagjardless of measures already planned such

as job cus or relocation. Conversely, a high energy price risk can very well be the trigger for such measures. For companies
with low energy costs, it can be assumed that the energy price risk is only one of several relevant location factors.
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184 In the sample surveyed, around 23% of companies can be assigned toietegye sectors. Of this
subgroup, just under 75% ragmergy prices as a particularly relevant.riskcomparison, the propor-
tion in the overall sample is 53% of the compasiggseyed ( Figurer.3). This means that energy prices
are also an important risk factor for companies outsidenefrgyintensive sectors, even if they are less
affected.

185 Companies that rate the development of energy prices as aiblgly Figure7.4, top panel) express
the intention to reduce the number of their employees at overall company level in Ausitiamore
frequently than the overall sample. There is also a sttemdency to reduce employment in the pro-
duction sector, but this corresponds to that of the overall sampkidure8.18). Companies from en-
ergyintensive sectors follow this patterny Figure7.4, bottom panel). However, the calculated over-
hangs are significantly lower. In terms of overall employment, there is atbweadds an increase in
employment, albeit a weak one. In the industrial companies surveyed, the strongest tendency to cut
staff was seen in the areas of finance and controlling as well as production.

186 For companies frorenergyintensive sectorsthe survey results therefore indicatamore stable em-
ployment trendcompared to the overall sample. The further differentiation of companies in energy
intensive sectors according to their risk perception with regard to energy prices shows: Companies that
perceive a high risk are much more inclined to reduce employmendiugtion. Companies that rate
the risk as medium or low, on the other hand, more frequently express the intention to keep their head-
count corstant or even increase it at an overall company level over the next five years.

187 Companies in energptensive sectors most frequently cifalling demand(26.7%),technological
change(22.2%) andutsourcing20.2%) aseasons for planned job cutShese frequencies largely cor-
respond to the values of the overall sample. However, it is striking that outsourcing hardly plays a role
for companies in energptensive sectors. Instead, technological changes and other factors such as cost
pressure areigen greater weight.

188 Thetendency to relocateorporate functions abroad is pronounced in Austrian industry as a whole and
has intensified over the past ten years (Holzl et al., 20ZX)mpanies that rate energy prices as a high
business risk do not show a significantly different propensity to relocate compared to the overall sample
- with a share of 32.4%, they are close to the aver@gmpanies from energgtensive sectors are,
however, more reluctant to relocatéround 24.6% state that they intend to relocate one of their func-
tions abroad. Although this value is high, the difference to the previously mentioned values could indi-
cate stronger location loyalty due to specific location advantages, such as speygiétancies at the
location or tax benefits (e.g. electricity cost subsidies), higher conversion costs or strategic considera-
tions in dealing with energylated challenges.

189 High personnel and energy costs are most frequently cited as the main reasons for planned relocations
(see GrubeiNémet et al., 2025). Energiytensive companies (83% mention personnel costs, 62% en-
ergy costs) and companies that classify energy pricesigh aisk do not differ systematically in their
response behavior. Both groups mention energy costs slightly more frequently than the overall sample.
Overall,personnel and energy costs are considered to be the key drivers for relocation intentions in
Audrian industry across all sectdisolzl et al., 2025).

82 Companies planning to reduce their total workforce also state more frequently that they intend to relocate certain functions
abroad. Conversely, companies with constant or rising employment are less likely to report such plans.
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Hgure7.4: Trend in the planned adjustments to employment. Balance of positive and negative reports
In % of all reports in a category

Companies for which energy prices are a significant business risk
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Source: WIFO Industry Survey 2025. Own calculations; see Holzl et al. (2025). Response to the question "In which business
areas does your company plan to increase, reduce or keep the number of employees in Austria constant over the next five
years?" The splus of reports results from the difference between "positive" and "negative" reports from the companies sur-

veyed as a percentage of all "positive”, "neutral" and "negative" reports in one of the categories shown.
Remark: For a definition of enerensive industries, see TextBox7.1.

The survey results show that rising energy prices do not affect industry across thetheatdcisive

factor is whether companies classify them as a relevant risk factor. Companies with corresponding risk
exposure show a significantly stronger tendetcyeduce employment. These trends are less pro-
nounced in energintensive industrieRelocation intentions are primarily determined by high person-

nel costs. Higher energy costs are increasingly influencing the choice of loCatigrennies in energy
intensive sectors are less inclined to relocate than other companies. Nevertheless, there is a clear trend
towards the loss of industrial jobs in connection with the existing cost pressure, to which energy prices
contribute. This once again underlines the caihtole of energy policy measures to secure supply and
stabilize energy prices in order to safeguard the industrial location.

7.3 Energy intensity at company level and potential energy savings through improvements
in energy efficiency
7.3.1 Energy intensity at company level and its determining factors

Companies have little influence on the lgegn development of energy prices or the availability of
costeffective renewable energy. With energy prices remaining high, theuartisular pressure to
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reduce energy consumption and energy intensigpecially for energptensive companies. As already
shown in last yeds Productivity Report, the scope for adjustment by switching to alternative energy
sources is very limited (s@eoduktivitatsrat2024; Reinstaller and Sellner, 2025a). For this reason, the
possibilities for companies to cushion high energy costs through technical measures were examined.

192 In the following analyseenergy intensity at company leveldefined as the share of energy costs in
real production valué® It shows how important energy is as a cost factor in production. Energy intensity
at company level decreases when the real production value increases faster than energy consumption.
If energy prices remain stable, this can lead to a lower share of eresigyin production costs. In the
event of fluctuating energy prices, however, a lower energy intensity can dampen cost increases due to
V EPC % E] (op Sp §]}veX « @Epo U 18 o0} P} e Zv JvZv A]3Z o]
unit, providedthe proportion of fossil fuels in the energy mix does not increase.

193 Improvements in energy intensitan be due to higher energy efficiency, the use of cheaper energy
sources or optimized production processes, among other thsigse it is influenced by many factors,
several causes should always be considered when assessing its develbpreastes in efficiency are
particularly important here: They make it possible to provide the same volume of energy services (such
as process heat or mechanical work) using less energy with otherwise the same technology and are
therefore to be assessed differently in qualitative terms than other causes of falling energy costs. They
represent untapped energgaving potential that can be leveraged by optimizing processes without ad-
ditional investment in systems or process innovations.

Hgure7.5: Change in average energy efficiency at company level
20092022, all companies

In %
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Source: Goods inpudtatistics, performance and structural statistics, Statistics Austria (AMDC). Own calculations.

Note: The measured improvement in energy efficiency was determined from the ratio of energy consumption to production
value at company level and aggregated across all companies on the basis of a Térnqvist index. An improvement means that
energy intensity ecreases.

194 Since 2009, thenergy intensity at company level has improved continucessti year. With the ex-
ception of 2010, 2012, 2019 and 2020, the indicator that measures improvements in energy intensity
was positive everyear (y Figure7.5). The trendvas particularly pronounced between 2014 and 2018,
when energy intensity fell by36 per year across all companies. An improvement in energy intensity
was also observed in the years of the energy crisis in 2021 and 2022.

83 At an economic level, energy intensity is generally defined as energy consumption per unit of real value added. It therefore
does not measure energy costs, but rather the physical use of energy and serves primarily as a structural indicator, which is
alsoinfluenced by changes in production structures, industry mix and choice of energy source. The observed decline in energy
intensity in Austria was primarily due to a falling share of erietggsive industries in total value added (Productivity Council,
2024).
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Between 2009 and 2022, energy intengiiproved by 4.8%cross all companids Table7.1, column

1) .84 This corresponds to an average annual improvement rate of 0.35% (or 0.25% in the period 2009
2020). Important differences can be observed between groups of companies. The development of en-
ergy intensity varies greatly depending on the size of the congrahthe sector in which it operates
SME® or companies in sectors with low energy intensity improve their energy intensity more slowly
than large or energintensive companies, or companies with installations in the European Emissions
Trading System (ETS). Energy intensity deteriorated patcstarply in the construction sector, es-
pecially during the crisis year27 % in the period 2068022 and-8.5 % in 2002020.

Based on an efficiency estimate using Austrian company datevieopment of energy intensity (EIG)

at company level is broken down into five componéntextBax 7.2).8¢ These components represent
different aspects of corporate decisiamaking processes and their influence on energyirusempa-

nies. This differentiation enables a deeper understanding of the factors that significantly shape energy
intensity at company levél.

84as theyears 2022022 were characterized by the consequences of the G®/&pidemic on the one hand and the energy
crisis on the othery Table7.1 shows averages and cumulative figures for the entire observation perioel2@2%s well as

up to 2020 in order to transparently present the influence of this crisis period on the variables under consideration.

85Only a very small number of meditgsized companies and practically no small companies are recorded in the goods usage
statistics each year. Statements with regard to company size may therefore not be representative.

86 These contribute cumulatively over the years to either an improvement or a deterioration in energy intensity at company
level. Iny Table7.1the calculated contributions are shown as annual averages and cumulated. The balance of all positive and
negative contributions then results in the (expected) change in energy intepsijumns 37 of Table7.1).

87 The contributions of the individual components fluctuate over time (see appendix in this chapigure7.8). The high
discrepancy between the energy efficiency gains calculated from theEl&aactua) and the expected values calculated

from the model EIG expectedlin y Table7.1is mainly due to the year 2022. However, the patterns observed are independent
of whether the estimates explicitly control for the crisis years or not. The elasticities on which the cornplméations are

based also change only slightly and therefore only have a minimal effect on the results. Rather, théadtaiss/ehe signif-

icant increase in the unsystematic volatility of all variables included in the calculations, which reflects the highnlesel of
tainty in the crisis years. This uncertainty has a direct impact on the accuracy of the estimadqseimotthi
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Table7.1: Improving energy intensity in companies and contributing components
JVEE] udllve % E C E Jv 9 ~ A E P Til

EIG AEC SEC olc TC EFF(
actual expected
All companies 0,25 0,22 -0,27 0,85 -0,53 0,07 0,10
Energy intensity of the industry
low -0,30 -0,16 -0,21 0,88 -0,65 -0,36 0,18
medium 0,34 0,16 -0,21 0,93 -0,73 0,20 -0,03
high 0,70 0,64 -0,37 0,74 -0,23 0,37 0,13
Company size
medium -0,07 -0,04 -0,30 0,83 -0,43 -0,02 -0,12
large 1,02 0,86 -0,19 0,94 -0,79 0,27 0,62
Energy intense sectors (narrow def.) 0,87 0,98 -0,43 0,87 -0,11 0,46 0,19
Firms with plants in ETS 0,32 0,46 -0,33 0,61 -0,44 0,17 0,45
Construction sector -0,71 -0,33 -0,08 0,69 -1,23 0,09 0,20
}JVEE] psllve % E ¢ E Jv 9 ~ A E P 1ii
EIG AEC SEC olc TC EFF(
actual expected
All companies 0,35 0,17 0,21 1,19 -0,55 0,23 -0,91
Energy intensity of the industry
low -0,05 0,00 0,08 1,46 -0,64 -1,85 -0,70
medium 0,22 -0,09 0,15 1,23 -0,80 0,40 -1,07
high 0,83 0,54 0,41 0,88 -0,23 0,48 -0,99
Company size
medium 0,03 -0,05 0,20 1,12 -0,41 0,14 -1,10
large 1,09 0,71 0,26 1,39 -0,88 0,43 -0,48
Energy intense sectors (narrow def.) 0,93 0,74 0,49 1,01 -0,17 0,59 -1,18
Firms with plants in ETS 0,92 0,75 0,39 1,14 -0,42 0,30 -0,66
Construction sector -1,93 -0,75 -0,10 0,66 -1,31 0,39 -0,38
pupo $]A  JVvESE] us]}v TiiotTiTl Jv 9
EIG AEC SEC olc TC EFF(
actual expected
All companies 3,02 2,65 -3,21 10,22 -6,39 0,79 1,24
Energy intensity of the industry
low -3,60 -1,91 -2,57 10,62 -7,80 -4,35 2,20
medium 4,05 1,86 -2,48 11,21 -8,80 2,34 -0,40
high 8,44 7,68 -4,49 8,84 -2,75 4,46 1,61
Company size
medium -0,82 -0,44 -3,58 9,99 -5,14 -0,25 -1,46
large 12,25 10,21 -2,24 11,33 -9,52 3,22 7,41
Energy intense sectors (narrow def.) 10,48 11,77 -5,13 10,45 -1,33 5,46 2,31
Firms with plants in ETS 3,88 5,49 -3,92 7,30 -5,55 2,08 5,35
Construction sector -8,48 -3,97 -0,92 8,27 -14,82 1,06 2,44
pupo 3]A }JvEE] ps]}v Ti16tTiTT Jv 9
EIG AEC SEC olc TC EFF(
actual expected
All companies 4,84 2,37 2,99 16,71 -7,73 3,19 -12,79
Energy intensity of the industry
low -0,73 0,03 1,09 20,41 -9,02 -2,59 -9,98
medium 3,08 -1,20 2,06 17,29 -11,16 5,64 -15,01
high 11,63 7,59 5,77 12,33 -3,27 6,70 -13,94
Company size
medium 0,40 -0,73 2,79 15,71 -5,73 1,97 -15,46
large 15,26 9,93 3,60 19,40 -12,35 5,99 -6,69
Energy intense sectors (narrow def.) 13,07 10,40 6,91 14,08 -2,34 8,28 -16,55
Firms with plants in ETS 12,92 10,45 5,42 15,96 -5,90 4,16 -9,19
Construction sector -27,07 -10,44 -1,36 9,20 -18,36 5,45 -5,38

Source: Goods input statistics, performance and structural statistics, Statistics Austria (AMDC). Own calculations.

Notes: EIG: Improvement@mergy intensity as an annual rate of change (actual: calculated; expected: estimated on the basis
of the underlying model). Components of the improvement in energy intensity: AEC: Contribution through change in allocation
efficiency, SEC: Contribution elugh economies of scale; OIC: Contribution through changes in the production factors labor
and capital; TC: Contribution through technological change; EFFC: contribution through improvements in energy efficiency.
The sum of the components gives (approxehgtthe expected improvement in energy efficiencyegdéai— AEC + SEC + OIC

+ TC + EFFC. ETS: European emissions trading system.
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TextBox 7.2: Breakdown of the change in energy intensity at company level

Energy costs and energy consumption are determined by energy prices, production output, the use
of capital goods, labor and inputs, technological change and energy efficiency improvements. This
means that the change in energy intensity (for definition s#éem 192) can be broken down into
different components over time (see Adetutu et al., 2020):

1.

Contribution throughimprovements/deteriorations in allocation efficiency (ABG)cation effi-

ciency means that companies use energy in such a way that their costs are as low as possible for
a given production output. If all (affected) markets were fully efficient and companies could flex-
ibly adjust energy consumption to price chas, the contribution of this component would be
zero. However, if there are price distortions, for example due to subsidies or rigid energy supply
contracts, these decisions deviate from eogtimized use. Energy is then used too much or too
little compaed to the efficient market solution. In this case, the factor makes a positive contribu-
tion if the development of energy prices contributes to a reduction in energy intensity. The con-
tribution is negative if energy price changes contribute to their deteion. This factor is signitf-
icantly influenced by the institutional framework conditions on the energy markets and by the
technical adaptability to changes in energy costs at company level.

Contribution due tcscale effects (SEGconomies of scale represent the relationship between
changes in production levels, i.e. the quantity of goods and services produced, and changes in
energy consumption. Energy consumption per production unit changes for companies depending
on productionoutput and is lowest at a certain level. If a company produces exactly this quantity,
the economy of scale is zero and therefore has no influence on energy efficiency. If, for example,
work is carried out below this optimum production quantity, the eneaysumption per unit
produced can increase, for example due to inefficient partial load operation or higher energy
losses. In this case, an increase in emissions helps to improve energy efficiency. This factor is
always positive if a change (increase) odpction output (measured in terms of production
value) contributes to a reduction in energy consumption per unit. This factor is influenced by the
production level and thus by the size of the company and production technology, economic fac-
tors, but alsdoy the competitiveness of the companies in the sense of their ability to produce
close to their optimum output quantity.

Contribution througtfchanges in the use of the production factors labor and capital: (D)
intensity or composition of these two production factors changes at company level, e.g. through
the use of more capitahtensive production processes, this can have an impact on energy con-
sumption per unit produced. The effect shown in this ceni® positive if these changes in pro-
duction processes at company level contribute to improving the confpangrgy intensity. This
factor is influenced by investment decisions, the labor supply, as well as labor and capital costs.

Contribution throughechnical change at company level (T@provements in production tech-
nology, for example through improved manufacturing processes, a better trained workforce or
general improvements in production processes, increase productivity and efficiency within the
company. These changes can help uce energy consumption and energy costs. A positive
value for this factor shows that technical progress at company level contributes to a reduction in
energy intensity. Technical change is significantly influenced by the innovation behavior of com-
panies.

Contribution througtchanges in energy efficiency (EER@)improvement in energy efficiency is
understood to mean a reduction in energy consumption for a given production output with a
given technology and production factors . This means that the energy services required far a cer-
tain level of production (e.gorovision of mechanical work, heating in industrial processes, etc.)
are provided by using less energy. This factor is a residual that results after all other relevant
factors have been taken into account. Therefore, an assumption on the distribueoergly
efficiency or inefficiency across all companies is required to calculate energy efficiency, as this
cannot be observed directly. In this specific case, an exponential distribution was assumed. This
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assumes that the majority of companies try to use energy efficiently as they try to minimize their
energy costs, while only a few companies are very inefficient in their energy use. This factor is
influenced by the energy optimization of production proessand procedures.

The energy efficiency gain (EIG) in terms of a reduction in energy consumption per real euro of pro-
duction value can be represented for each ytemnd companyas the sum of these components:
EIG = AEg+ SECH OIG+ TG+ EERC

These factors are aggregated for individual industries or industry groups. This total, which represents
a balance of positive and negatis@ntributions, is based ofable7.1, even thought shows mult

year averages and therefore does not add up exactly Q.&l& The decomposition is based on a
so-called Stochastic Frontier True Fixed Effects- TS EAmodel for cost functions at company level.
The results presented here were estimated on the basis of a translog production function and for
individual company subgups (f TextBox 7.J. Technical details of this decomposition and the esti-
mation of theunderlying elasticities oade found in Reinstaller and Sellner (2025b).

197 The use of energy in production processes is not very flexible, especially when production facilities are
designed for continuous operation. Fluctuations in capacity utilization then also cause fluctuations in
energyconsumption per unit produce@he economies of scale (SE&)ture the proportion of changes
in a compang energy intensity that are triggered by changes in the quantity of goods and services
produced ( Table7.1, column4). Across all companies, the contribution of this component to the im-
provement in energy intensitgveraged 1.19% per year (0.85%, 20020). This corresponded to a
cumulative contribution of 16.7% (10.2%) in the period under review. The contribution differs between
the various industry groups and is highest for large companies. Economies of sbgléaathe most
important contribution to improving energy intensity at company level. In contrast, other factors play a
subordinate rolelncreases in production thus lead to a reduction in energy intensity through more
efficient use of energylhis meas that absolute energy consumption increases when companies re-
duce their energy intensity.

198 Thetechnical change (T®flects the impact of technical progress on energy use and energy costs at
company level. This component made seeond largest contribution to improving energy intensity
company levein the period 2002022, albeit at a considerable distance from the economies of scale
(y Table7.1, column®6). However, this only applies to the 26822 observation period. During this
period, the averageontribution per year was 0.23%, which corresponds to a cumulative contribution
to improving energy intensity of just under 3.2%. By contrast, the average contribution of technological
change was only just positive until 2020. This indicates that it sraargy from 2020 onwards that
technical innovations made a greater contribution to reducing energy consumption. The energy crisis is
therefore likely to have increased investment incentives for more efficient and eswarigyg technolo-
gies. Here too, difrences can be seen between the industry groups. The cumulative contribution was
negative for companies in sectors with low energy intensity, while it was more than 6% for companies
in energyintensive sectors and more than 8% for companies with instatain the ETS.

199 In the period 20022020,improvements in energy efficiency (EE&E) thus rather lowhreshold pro-
cess optimizations contributed more to the reduction in energy intensity tdmical change. The
average annual contribution was 0.1%, which adds up to a cumulative effect of around Tat$e (
7.1, column?). In particular, large companies and companies with installations in the EU Emissions Trad-
ing System (ETS)vith both groups overlapping to some exterichieved significant efficiency gains
However, the energy crisis in 2022 reversed this picture and the contribution of energy efficiency
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became clearly negative. The rise in energy prices, especially from 2021, is likely to have cushioned some
of the impact. In fact, the contribution of allocative efficiency becomes positive in this §eriod.

Changes in the use of capital and lalfactbr OIC) represents changes in energy intensity caused by
changes in the use of labor or capital. This component makes a negative contribution to the develop-
ment of energy intensity over long stretchesT@ble7.1, column5).8° Only the estimated net present

value at company level and the volume of work in hours are included in the calculation. The quality of
the capital stock or that of the workforce cannot be taken into account. This result therefore primarily
reflects the efécts of a change in capital intensity on mgyeintensity. The historical development of
energy costs (compared to European competitors) seems to have favored investments in more energy
intensive technologies. One indication of this is that the constant negative contribution of the OIC factor
has ben reduced to almost zero in 2022.

Thedevelopment of the contribution of allocative efficiency (AEC) to energy interiityts the inertia

of the adjustment of energy consumption to energy price changes at company level, which can have
technical or institutional causes. This comporsiraws a clearly differentiated patterdepending on
whether one considers the period before or during the enerigys ( Table7.1, column3). Until 2020,

this factor had a consistently negative effect on energy intensity, while2o@t it made such a pro-
nounced positive contribution that the negative effects of previous years were more than offset. By
2020, comparatively low energy prices are likely to have offered companies little incentive to improve
their energy intensity. Onlyith the drastic rise in energy prices from the start of the energy crisis in
mid-2021 was there a strong incentive to reduce energy intensity. As the factor has never reached a
value close to zero, this indicates existing inefficiencies. One possilde feathis could be the very
limited substitution possibilities between different energy sources. On the other hand, pricing and the
structure of energy supply contracts could also play a role in this context. More specific statements on
the underlying mehanisms cannot be made on the basis of this analysis.

An analysis of the factors influencing energy intensity at company level by company group shows that
large companies and companies in endrggnsive sectors have reduced their energy intensity signifi-
cantly more than other companies. By contrast, enangnsity deteriorated in the construction indus-

try and in sectors with low energy intensity in particular. However, their share of the total energy con-
sumption of the companies surveyed is low. The evaluations also show that companies with installations
in the EU Emissions Trading System (ETS) have reduced their energy intensity significantly more than
other companies over time. These improvements are primarily due to technical progress and efficiency
improvements. As evaluations in the following sectiooms they are also more energfficient on

average than other companiegitem 207). The evidence thus underlines the importance of the emis-
sions trading system for increasing energy efficiency at company level.

88 change in energy efficiency as a result of energy cost subsidies seems unlikely in 2022. As advance notifications and appli-
cations for corresponding subsidies could only be submitted towards the end of 2022 and the actual payments were only made
once tte final energy cost statements were available, no behavioral adjustment due to possible subsidies can be derived for
2022. This is all the more true as the high energy prices had already provided a strong incentive to increase effiaisncy. See

y %o (E PAEL S B&contribution of the AEC factor.

8970 calculate this contribution, capital stocks must be determined at company level on the basis of company investments.
However, in view of the short observation period (for such calculations) and fundamental methodological reservations about
such capitastock estimates, it can be assumed that the results are of limited informative value.

90 Kapital und Energie verhalten sich tendenziell wie Substitiateer and Hyland (2014) use Irish company data to show that
al% increase in energy prices increases the ratio of capital to energy by 1.5%. This suggests that rising energy ttasts during
period under review may have encouraged investments that are associated with higher energy consumption per euro invested.
Compaable estimates are currently being prepared by the Office of the Productivity Council in cooperation with the OeNB.
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203 In summary, this part of the analysis shows the widespread use of production technologies that are
inefficient in terms of energy consumption given the average production volumes achieved. The central
role of economies of scale points to this fact: Higtegracity utilization leads to better energy inten-
sity® Although the contribution of technological change and pure efficiency improvements is positive,
it remains low overall over the observed period. In large companies or companies with systems in the
ETS, however, improvements in energy efficiency througbetiiomponents were much more pro-
nounced. This in turn reflects the greater importance of this operational cost component, but also indi-
cates better energy management. Many companies show a limited ability to adapt their energy con-
sumption to price change¥hese restrictions result either from technical reasons, such as low flexibility
in the use of energy in the production process, or from institutional framework conditions, which are
reflected in pricing or supply contracts, for example.

7.3.2 Energy savingotential through energy efficiency improvements in Austrian companies

204 Based on the efficiency analyses carried segnarios for possible energy savitigesugh measures to
improve energy efficiendyin companies were created. High energy efficiency strengthens the resili-
ence of companies to fluctuating energy prices (Aterido et al., 2025) and contributes to increasing their
performance and productivity (e.g. Montalbano et al., 2022). In additiore efticient energy use is
*+ VvV + ICOAE (JE E pulvPh v EPC }vepu%3]}v v K uJee]}ve
reduce the need for investment in electricity grids and infrastructure, which are necessary for the ex-
pansion of renewable energigand help to stabilize the existing grid structure.

205 Accordingly, policgnakers at EU and national level are increasingly focusing on energy efficiency as a
key instrument for strengthening competitiveness and achieving climate and energy targets. With the
revised Energy Efficiency Direct{&) 2023/1791), the European Union has set binding energy effi-
ciency targets for the buildings, transport, industry and public institutions sectors for the peried 2024
2030. At the heart of the directive is the princifémergy efficiency first"'which stipulates that iall
energy policy, planning and investment decisions, priority should be given to examining and implement-
ing measures to reduce energy consumption before new energy generation or infrastructure capacities
are created. Measures to improve energy efficieaey also one of the five pillars of the European
Commissiors Energy Union.

206 The directive is implemented in Austria by Erergy Efficiency Act (EEffG 2028)ich sets out a re-
duction in final energy consumption from 1,124 PJ (2021) to 920 PJ in 20&inauldtive savings of
at least 650 PJt does not contain any sectoral savings targets, but focuses on large companies and
energy suppliers (obligation to carry out energy audits or eco/energy management systems). The EEffG
provides for investments in efficiency measures to be supportedighrgrants, the earmarked use of
compensation payments, subsidies under the Environmental Assistance Act and strategic federal pro-
grams.

207 Theenergy efficiency of companies differs significantly between seétirgnergyintensive sectors,
companies achieve higher efficiency values on average and the differences within the sector are smaller.
This is mainly due to the fatiat even the less efficient companies in these sectors have comparatively
high energy efficiencyy (Figure7.6, toppane). One reason for this is that energy costs make up a larger
proportion of total costs in these sectoras a result, the incentives to use energy efficiently are partic-
ularly strong. Industries that are subject to the EU Emissions Trading Systens¢EhSyea very high

9L if the technologies were scaddficient in terms of energy consumption, energy consumption and changes in output would
develop in step.

920n closer inspection, energy efficiency is often equated with energy intensity in economic policy discourse and also in many
economic papers. As the analysis in the chapter shows, this is only permissible to a limited extent.

93 Since the distribution of these efficiency factors is exponential by construction, we observe fewer inefficient companies and
more companies with medium or high efficiency. However, our focus is not on the absolute efficiency levels, but onehe relati
positions, which are generally consistent across models with different assumptions on the distribution of inefficiencies.
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concentration of energgfficient companies. This is in line with the results of international studies that
show a positive incentive effect of carbon pricing for greater energy efficiency (Adetutu et al. 2020).
Since 2018, however, an increasing disparsf@nergy efficiency values has been observet¢ttom

pane), while the average value is falling. This trend has intensified in the crisis years since 2020.

Hgure7.6: Calculated efficiency distributions within the economic sectors and over time

NACE sectors by energy intensity
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Source: Goods input statistics, performance and structural statistics, Statistics Austria (AMDC). Own calculations.

Note: Efficiency is standardized to a value range between 0 and 1, with the most efficient companies receiving a value of 1.
The efficiency values result as a residual value after the effects of changes in production, use of different inputdactors a
gereral technical change have been taken into account. Classification of economic activities according to ONACE 2008 (see
y Appendix)

Various savings scenarios were developed to asseea¢ingy savings potential through efficiency im-
provementsat company level. They are intended to show the extent to which energy efficiency
measures can help mitigate high energy costs and achieve national energy saving targets in the corpo-
rate sector. Two scenarios were calculated that quaotigoff energy savingsat could be achieved

under the given assumptions:

X Senario 1 assumes that letwreshold measures can raise the least efficient companies (lowest
quartile of the energy efficiency distribution) to the efficiency level of the median company in the
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respective sectoral breakdowfit is assumed that the median company implements simple, easily
comprehensible measures to increase energy efficiency that can also be adopted by other compa-
nies without major investment.

X Scenario 2 is more ambitious and assumes that all companies whose efficiency is below the median
value of a sector classification can be raised to the level of the median company in the respective
sector group.

Table7.2: Energy saving scenarios

Scenario 1 Scenario 2
Energy use estimated difference estimated difference
»2021/2022 use use

in 1000 GJ in1.000G) Inl1000G) in% | inl.000G) iInl000G) in%
All firms 364 988 ‘ 322387 -42 600 -11,7 | 316860,1 -48127,8  -13.2
Energy intensity: Low 17579 16 382 -1197 -6,8 16 104,4 -1474,7 -8,4
Energy intensity: Medium 23149 20739 -2410 -10,4 20 238,2 -2911,0 -12,5
Energy intensity: High 324 260 285 266 -38 993 -12,0 2805175 -43742,1 -13,5
Firm size: Medium 51258 43623 -7 635 -14,8 42 646,6 -8611,5 -16,8
Firm size: Large 313 730 278 764 -34 966 -11,2 274 2135 -39516,3 -12,6
Energy intense sectors (narrow def.) 301229 267 846 -33383 -11 262 940,0 -38289,0 -12,7
Firms with plants in ETS 152 542 145 516 -7026 -4.6 143 7594,1 -8 747,6 -5,8
Construction 9095 ‘ 8511 -584 -6,0 ‘ 8 460,0 -634,9 -6,6

Source: Goods input statistics, performance and structural statistics, Statistics Austria (AMDC). Own calculatiort@rior devia

in energy consumption compared to the energy balance,fSBextBox 7.1.

Note: Due to the uncertainty at the curremiargin of the data, the average effects for 2021 and 2022 are shown on the basis

of the efficiency distribution for the two yeafsrst data columnEnergy use™: actualenergyuse ~]v ':*X KS$Z EEtfopuveW c
mated use"W A e (h GJpased on the assumptions of the scenari@ifference:"resulting net savingén GJand

percentage of savings based on actual enasgy

209 For a sound assessment of the savings poteméibbund effectsmust also be taken into accout.
These describe the fact that energy consumption can increase despite improved energy efficiency. This
effect occurs in particular when efficiency increases reduce the energy costs per unit produced and thus
encourage an expansion of productf§ihe estimated effects randeetween 14.8% in the construc-
tion sector and 43.1% economic sectors with medium energy intengityrable7.3). In the energy
intensive sectors in the narrower sense, the estimated effect is around 23.8%. This puts thigevalues
tween the very low rebound effects estimated by Berner et al. (2022) for Germany and the higher effects
determined by Amjadi et al. (2018) for Sweéen.

94For example, the energy efficiency of the most inefficient companies within the group of companies with low energy intensity
is raised to the energy efficiency of the median company in this group. This ensures that the assumed improvement is realisti
9 The rebound effect describes the phenomenon that increases in efficiency often do not lead to the expected savings because
user behavior changes. Details on the calculation of rebound effects can be found in Reinstaller and Sellner (2025b).

9 The estimates in Reinstaller and Sellner (2025b) show, for example, that iniategive industries, a 10% improvement

in energy efficiency results in an increase in production value of between 4.8% and 6.2%. In economic sectors with low energy
efficiency, these elasticities are even higher in some cases.

97 Die Ergebnisse sind aufgrund unterschiedlicher methodischer Ansatze jedoch nicht direkt vergleichbar.
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Table7.3: Estimated rebound effects

Classification/Sector Rebound effect*
In %
Classification by energy intensity
Low 27.84
Medium 4314
High 37.48
Energyintense sectors(narrow definition) 23.76
Buildingindustry 14.76

Source: Goods input statistics, performance and structural statistics, Statistics Austria (AMDC). Own calculations.
Note: For definition of energyntensive industries, seé TextBox 7.1. - *... Loss of original energy savings due to efficiency
gains in %.

210 Taking into account the rebound effects, the actual energy savings from our scenarios inrgeesgy
sive sectors would be in the order of 8.4% (9.7%), witiniesponds to around 25 PJ (29 PJ). For the
entire sample of companies included in the estimate and using the results presenfEalle7.2 and
y Table7.3, the potential energy savings achievable through comparatoxsithreshold energy effi-
ciency improvements would amount to-26 PJ. This corresponds to arour8P4 of the average gross
energy consumption in 2021 and 2022 of the companies in the sample of the goods usage statistics.

211 However, compared to the cumulative increase in energy costs in 2021 and 2022 (50% on average for
all companies, 75% for energyensive companies), thenergy saving potential from the compara-
tively lowthreshold energy efficiency measum@sthe two scenarios appealew. Lowthreshold en-
ergy efficiency measures are therefore only suitable to a limited exd¢t@ast in Austriafor buffering
sudden (but persistent) increases in energy costs or energy price differentials. With a view to the energy
saving targets of the Energy Efficiency Act, they could nevertheless make a significalativecon-
tribution®®in terms of scale, provided energy efficiency improvements are implemented §tiickly.

212 However, this finding must also be evaluated against the background of -fadlexb NEFI study
(Schitzenhofer et al., 2023). This study analyzed the investment and energy requirements of Austrian
industry in the event of a complete substitution of fasgls by 2050 and calculates an increadetad
energy requirements in the corporate sector from around 460 PJ/130 TWh (2021) to over 600 PJ/168
TWh (2050§°° Compared to these changes, lthweshold energy efficiency measures can cushion the
projected increase in energy demand in industry, but they would in no way be sufficient to fully offset
the additional energy consumption required for the energy tramsitidndustry%!

213 Although the potential for energy savings through efficiency improvements cannot make a significant
contribution to mitigating the consequences of increased energy costs and the contribution to achieving
energy saving targets is small compared to the awing energy demand, energy efficiency measures
can also help tstrengthen productivity growth in companig®e e.g. Berner et al., 2022; Montalbano
et al., 2022; Caragliu, 2021). Our own estimates for Austrian companies in the peri@®20@®nfirm
such a positive correlation. A 10% improvement in energy intensity at company level is accompanied by

98t efficiency measures initiated as a result of the energy crisis were to realize the savings potential estimated hemd by the
of 2025, the cumulative contribution could be 1080 PJ (gross energy) by 2030. Assuming a conversion factor in final energy
of approx. 0.85 (ratio between the value of #rgergy balance and final energy consumption in the manufacturing sector of
STAT AT and goods use statistics accordifighi@?7.2), this corresponds to approx.-830 PJ of final energy.

9 The European Investment Bgnknvestment survey skvs that since 2021, both the proportion of companies that have
invested in increasing energy efficiency (38.9% in 20289.1% in 2024) and the proportion of such investments in total
investments (9.5% in 2020 11.3% in 2024) have risen sharply (European Investment Bank, 2025).

100geepathway of industryNEFI

101 This projection differs significantly from those of the Federal Environment Agency (Umweltbundesamt, 2024, p. 42). The
Federal Environment Agengyscenario, which reflects existing legal regulations (as at 2024), assumes a slight increase in final
energy consumption in industry of 13% by 2050 relative to 2022. In the scenario, which also takes into account the measures
of the National Energy andif@ate Plan (NECP), energy consumption in industry would initially increase slightly until 2040
(+4%) and then fall slightly until 2058%).
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higher productivity growth of around 3%Z% for a 10% improvement in energy efficiency in the actual
sense). The mechanism of action is likely to come primarily from the reduction in energy costs.

7.4 Discussion of the results

Increasedpersonnel and energy costs have significantly increased the cost pressure on Austrian com-
panies In this context, the results of the WIFO industry survey indicate a pronounced trend towards the
relocation of production sites and job cuts in indusfrgrticularly in the production sector.

For the majority of companies, the share of energy costs in total costs is in the lowdigjinglercent-

age range and therefore domet represent a direct burden on their economic viabjtige Productivity
Report 2024, p. 121). The personnel cost components are much more important here. Nevertheless,
the rise in energy costén the face of an increasingly challenging international competitive environment

- is having a noticeable impaat profitability and the scope for investment. This can have a negative
impact on competitiveness in the long term.

This makes the high proportion of companies both within and outside of eieggive sectors that

stated in the WIFO industry survey that they perceive energy prices as a high risk all the more remarka-
ble. With a view to the energy transition, the ecomcally viable operation of enerijjtensive produc-

tion facilities in Austria depends on numerous factors. These include the technical feasibility and eco-
nomic viability of climat@eutral technologies, investment incentives and funding measures, aswell a
the question ofwhether and at what prices the sometimes drastically increasing energy demand can be
met in the future Against this backdrop, there ibm@ad political consensumth at national level and
A18Z]1v 8Z h 8} }ve]e3 v30C AE% v E VA o v EP]e v 8Z v EPC
neutral energy sources and to provide companies with targeted support through technology policy
measures for transformation andcreasing their energy efficiency. This necessity was also emphasized
in the Productivity Report 2024 through specific recommendations to the federal governmefadThe
eralgovernment has taken an important first step by quickly presenting the Energy Industry Act (EIWG).
Nevertheless, there is still a high degree of uncertainty in all of the areas mentioned with regard to the
feasibility, implementation and financing of thecessary measures. Companies for which energy costs
make up a high proportion of total costs are therefore in a more difficult position both in theaslort

long term.

For companies that are significantly affected by high energy sheiterm opportunities to reduce
energy consumptiowithout significant investment are odignited. Energyintensive companies in par-
ticular already use energy comparatively efficiently. According to the calculations in this chapter, low
threshold energy efficiency measurdaking into account rebound effectgould enable on®ff sav-

ings of around’-8% of energy consumption. Increases in efficiency can therefore only support price
competitiveness to a limited extent. This makes it all the more important to stabilize overall costs in
order to sustainably strengthen competitiveness and contribute to overcoming the industrial recession.

From a longerm perspective, it can be assumed tsignificant energy price differencesmpared to
countries such as the USA and China willpessist

x  Bven with the successful expansion of renewable energies, electricity prices in Europe and Austria
are likely to remain above the international levdue todisadvantages in wind and solar energy
compared to countries in more favorable geographical locatidnstria has a comparative ad-
vantage in the area of hydropower, but this is already highly developed. The extent to which this
advantage will be impaired by climate change in the medium to long term is uncertain (cf. e.qg.
Stanzel, 2023).

X  Theclimate policy in the EU and Austria is more ambitious than in other regions of thewtiorid
which Austrian companies compete. In the EU, the focus is on emissions trading, among other
things, which increases the energy costs of using fossil fuels. So far, this mechanism has hardly been
used in markets outside the EU. Nor can it be assunatdrté border adjustment mechanism can
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compensate for the cost disadvantages arising from fully decarbonized production compared to
competitors who do not or only partially do so. For foreign exporters of eirgemsive goods, it

may be more costffective to pay the border adjustment fee th&o convert their production
processes to climatfriendly standards®

X  The energy transition in industrghroughout Europe including comprehensive electrification is
expected to lead to an increase in demand for electricity in almost all sectors and in all countries.
Adaptation and transformation measures in other sectwes also contributing to a further in-
crease in electricity demand. If the expansion of renewable energy sources does not keep pace
with this increase in demand, this will put furthgaward pressuren energy prices.

X In addition, there are stidonsiderable uncertaintieggarding the actual provision of renewable
energy, as provided for in the Renewable Energy Expansion Act (EAG), for example. The Court of
Audit Austria(2025) recently criticized the lack of transparency regarding the costs of the energy
transition and their allocation to private and public financing, coordination between local authori-
ties and securing land. This calls into question whether the expasfgienewable energy gener-
ation can actually kgepace with the demand that will arise in the planned transformation paths.

Energyintensive companies in Austria have so far compensated for the competitive disadvantage in
energyintensive goods caused by high energy prices with a technological edge and high energy effi-
ciency. If this lead diminishegompared to China, for exgle - the cost disadvantage becomes in-
creasingly effectiveFrom a trade theory perspective, it would then make economic sense to relocate
the production of green, energgitensive goods to countries where renewable energies are more read-
ily available. Tése would not be subject to the border adjustment mechanism and could be produced
more cheaply and imported into Europe. However, such a development would require a transformation
strategy that favors sectoral and functional structural changdngpter8) and goes beyond securing
existing industrial locationSuch a transformation strategy could, for example, aim to develop and ex-
pand markets in knowledgatensive valueadded segments within affected or related industries in
which existing domain knowledge and skills can be used and further dev&foped.

7.5 Helds of action

Efficiency increases in energy use can only support price competitiveness to a limited extent. This makes
it all the more important tstabilize total costs order to sustainably strengthen competitiveness and
contribute to overcoming the industrial recession. In view of the importance of high personnel costs,
the social partners are called upon to develop constructive solutions that both secure the lfmyation
competitive companies and enable high incomeisefn 27).

Theshortterm measures that the public sector can takedduce energy pricesclude either direct
intervention in pricing, tax cuts or public subsidies for energy costs. Given the current budgetary situa-
tion, tax cuts and public subsidies for energy costs are difficult to finance and should be critically scruti-
nized. They are noa sustainable solution and should only be used omédliumterm structural
measuresave a lasting prieeeducing effect { item 225f).

Directinterventions in price formatigrsuch as price caps, are the subject of controversial dé¥ate.
On the one hand, they override the inherent scarcity signals of prices and can thus lead to rising demand

102 This is also one reason why a clean, engrigysive industry within the EU is dependent on subsidies.

103 A5 schwarzbauer et al. (2025) show in a new studyin@@sive activities are concentrated in early phases of the value
chain, while later phases have a lower emissions intensity.

104According to empirical literature, price caps can provide gkart relief for households and companies in energy crises,
reduce inflationary pressure and avoid insolvencfes example, the Iberian gas price cap showed significant electricity cost
effects with moderate fiscal costs (see Fabra et al., 2025). At the same time, studies point to considerable disadvarttages: Broa
price caps are fiscally expensive, often regressive, distort price signals and thus dampen energy savings and inuestments; te
porary, targeted measures with a clear exit strategy are therefore recommended at best (see Ari et al., 2023; IMF 2023; Zach-
mann and MacWilliams, 2022).
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and lower energygaving incentives. On the other hand, in an integrated European market this would
also be associated with diversion effects, i.e. increased sales to other European markets, which could
lead to a shortage of energy in Austria. A price aayldvtherefore have to be linked to a supply obli-
gation for the Austrian market in order to be effective.

A simple measure that is easily compatible with European state aid law wotitd beverely affected
companies the reduction of the electricity leviyom the current EUR 0.015/kWh to the minimum of
EUR 0.0005/kWh permitted under EU law. However, the current exemptions fenaggy use and

for energyintensive companies, which provide for remuneration, would not provide any further relief
for the later.10®

The reintroduction of aelectricity price compensation mechanisas provided for in the Electricity

Price Equalization Act 2025, on the other hand, addresses engzggive companies and is compati-

ble with EU law, which allows measures until 2030. The accuracy of such an instrument is guaranteed
by the fact that iis based on the EU Emissions Trading Directive, which clearly limits the group of en-
ergyintensive and competitiointensive companies. Fourteen EU countries, first and foremost Ger-
many, havalready transposed such compensation mechanisms into law, which would have put domes-
tic companies at a disadvantage if federalgovernment had not taken appropriate measufésiow-

ever, as Draghi (2025) has emphasized, these measures can only provide temporary relief. However,
they do not address the structural causes of high energy prices in Europe.

In addition to the grid expansion requirements already discussed in the Productivity Report 2024, par-
ticularly in the area of the transmission gstiengthening competition among energy suppliera
necessary medium to lortgrm measure. The horizontal interconnections between the provincial en-
ergy suppliers, as determined by the Federal Competition AuthefyriErol (2025), offer strong in-
centives to prevent competition, as can be seen froenscientific literature (see e.g. Ederer and Pelle-
grino, 225). Measures are therefore needed to increase competition between publicly owned energy
suppliers. Excessive electricity prices not only affect the purchasing power of consumers, but also dam-
age the industrial location in the long term.

Increasedbwn energy generatiom industrial companiesalso within the framework of energy com-
munities- could in turn increase their independence from rising electricity prices and would not be
taxed under the current regulations. Generating your own energy can contribute to afiendteality

if renewable energies are used. However, these advantages are offset by high investment costs and the
need for energy storage systems. Various funding programs at EU and national level are aimed at accel-
erating coresponding investments.

In view of the various developments and existing uncertainties in connection with the energy transition,
many production sitesboth within and outside of energgtensive industriesmay not be able to be
maintainedin the medium to long term. This is also reflected in the trends towards the relocation of
production sites and job cuts in production as revealed by the WIFO industry survey. Structural change
is on the horizon and should be shaped with strategic fdresig

In view of the high private and public costs of adapting eratggsive production technologies and

the currently still very uncertain results in many areas, the directitechhology and transformation
policyshould be critically examinelllany measuresin particular the transformation fundare aimed

at modernizing existing (flagship) companies in an ecological way and keeping them at the location.
However, this not only requires considerable investmedtrew technologies, but also leads to digni
icantly higher energy requirements. This path only seems to make sense if investments enable both

105Energy tax rebate

106Taxes and levies are key factors in end customer energy fdifeeEuropean Commissipistate aid framework to support
clean industry sets out clear guidelines for the promotion of eAetgpsive companies. A national implementation that goes
beyond the EU requirements weakens the competitiveness of Austrian companies, especiallynasnotieerstates are con-
sistently making use of the planned scope for relief.
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economic and ecological sustainable developmémtexample with regard tresilience and strategic
independence Alternatively, strongluster effectsat the location can justify the local production of
certain goods.

A transformation policy geared towards strengthening the locatsnan integral part of an industrial
strategy- shouldin energyintensive industries focus on maintaining and further developing domain
knowledgein important key competencies and areas of strength, such as advanced materials or manu-
facturing technologieshis knowhow forms the basis for the unique competitive advantages of Aus-
trian industry in the global market. Its strategic development catribate to the diversification of
producton, products and locations and ensure keagn competitiveness, even beyond eneigien-

sive product lines.

Technology policy measures should also not focus exclusively on improving general energy intensity,
decarbonization or energy efficiency. Too narrow a focus on these aspects can cause other decisive
factors for sustainable industrial development to bertmaked. A particular risk arises when a signifi-

cant proportion of a comparfyinnovation resources are tied up in such development projects and are
thus taken away from the compapyoriginal innovation capability. Transformation funding should
therefore combine thetrengthening of innovative capacity and productivity with the decarbonization

of industrial processeswith the aim of strengthening the economic performance of companies as a
whole.
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Appendix

Figure7.7: Components of the real final price of natural gas and electricity for industry according to the
level of annual energy consumption (consumption bands)

EUR per MWH at constant 2015 prices (excluding VAT)

Source: Eurostat, nrg_pc_205_c, nrg_pc_203_c. "Other" includes (where applicable) renewable energy tax subsidy, capacity
tax subsidy, environmental tax subsidy, nuclear tax subsidy and the residual category "Other".
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Figure7.8: Components of energy intensity gains (EIG) over time -20P2
All companies; change in energy intensity in %, contributions of components in percentage points

15 4
10 | mmm Energy efficiency
mmm Technological change
mmmm Factors of production
labor and capital

Economies of scale

Allocative efficiency

= Energy intensity

-15 4

20092010201120122013 2014 20152016 2017 2018 2019 2020 2021 2022

Source: Statistics Austria (AMDC): Goods ustatjstics and performance and structure survey. Own calculations. See Rein-
staller and Sellner (2025a). Note: expected energy intensity based on the model parameters.
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Table7.4: Industry statistics for NACEIR)it economic activities and industry classifications

Economic sector or industry Energy intensit' Capital Share of energy sources in energy consumy  Number
classification MWh per EUF intensity of companies, in % of firms
production capital stock  Electricity ~Natural QOil Other
value  Production gas
value
Low energy intensity 1251 04 36.2 125 487 26 926
Clothing 933 0.3 47.7 227 296 10
Leather goods/shoes 1466 0.3 532 236 184 4.8 8
Computer equipment,
electronic/optical products 62.5 0.3 69.7 130 16.3 1.0 69
Electron. Equipment 1032 0.3 65.7 193 128 22 90
Mechanical engineering 835 0.3 54.4 236 198 23 238
Otherwise. Vehicle
construction 597 0.3 54.9 310 141 0.0 19
Building construction 1353 0.4 213 32 723 33 195
Preparatory site work,
other. Building trade 1775 0.5 12.7 5.7 785 3.0 297
Average energy intensity 2225 05 53.6 185 245 34 516
Printed products 196.3 0.7 72.7 19.0 8.3 0.0 28
Pharmacist. Products 2715 0.6 55.2 34.7 101 0.0 17
Rubber and plastic goods 2412 0.5 69.1 20.8 8.9 11 96
Metal products 2357 0.5 552 228 189 32 190
Motor vehicles (parts) 116.7 0.3 60.7 210 14.9 34 45
Furniture 1565 0.4 487 7.4 222 217 40
Other goods 1192 0.6 66.9 143 181 0.7 32
Civil engineering 3153 0.4 108 58 833 0.1 68
High energy intensity 7023 0.6 45.8 26.9 180 9.3 651
Food and animal feed 2988 0.6 47.7 314 194 15 196
Drinks 3651 11 438 441 9.5 2.6 21
Textiles 3802 0.5 431 46.4 53 51 18
Energyintensive in the
narrow sense 9233 05 451 231 183 135 416

Wood, wickerwork,
basketry, cork goods

(excluding furniture) 709.7 0.5 471 25 192 312 122

Paper, cardboard 13068 0,6 55,3 31,9 4,3 8,5 59

Chemical products 716,8 0,5 55,3 31,9 10,6 2,2 57

Glass(wares), ceramics 11405 0,7 28,4 25,9 38,3 7,3 106

Metal production,

processing 814,5 0,5 49,9 39,4 51 5,6 72
ETS 21763 0,7 34,9 45,8 51 14,2 46
Building industry 1796 05 155 48 76.9 28 560
Mediumsized companies 2881 05 413 16.7 36.8 5.2 1602
Large companies 4608 05 504 243 216 3.7 491

Note: Classification of economic sectors according to ONACE 2008, see overview in the appendix of the report.
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8. Structural change of firms and of the workforce

Current developmenti international trade and rising energy and labor costs are increas
leading to economic policy discussions. At the same time, there is growing concern abot
dling industrial value creation and the loss of importance of the business locatiamapier

places these developments in the letegm structural changdrom an industrial to a servict
economy. It examines the consequences for labor market structures and employment
tions.

From the global economic and financial crisis to the GO¥[iandemic, the share of mant -
facturing in employment in Austria stagnated, contrary todkelining international trend
From 2022Austriaon the other hand, recorded a sharpiscline The importance of thean-
ufacturing sectohas developed differently in tHiederal statesince the economic and finar
cial crisis in some cases rising, in others declining.

Structural change is also happenwithin existing companie#\ distinction is made betwee
functional and sectoral structural changefunctional structural changibere is a shift within
the value chain: Value creation is increasingly characterized by digital and-lsaseideser-
vices. The result ieybrid company formdérom production and produetelated services,
through to "fabless manufacturers" that continue to provide produetiated services bul
are assigned to the service sector.

In sectoral structural changeithin companies, the economic focus changes. In Austria, s
tural change within companies is measurable, but less pronounced than in other countrie
as Denmark or the USA.

Structural change is also increasingly taking pléiten the sectorghrough a shift in occupa
tions. The share shanufacturing activitiels decreasingServiceoriented, knowledgénten-
sive activitiegre on the rise in areas such as research, development, management and
ization. This development is being boosted by automation, digitalization and increasin
nology intensity.

There are differentvage effectavhen switching froomanufacturingto services. Overall, no
wage effects can be observed when switching to market services. However, the chang :
companied by income gains for some groups and wage losses for others. When switc 1
non-market services, wage losses are usually noticeable. Womemger people and univer
sity graduates are more likely to leave companies in the manufacturing of goods, wdtere )
ucationis decisive for access to knowledggnsive services and productive service secti r
People with a higher level of education are less likely to be unemployed or not available ¢
labor market at all. Overall, there are differentiated effects on wagdsthe probability of
employment, depending on sector, occupation, level of education, age and gender.

Since the beginning of 2028pemploymentin Austria has risen. People with a low level
education, occupations in primary services (office workers, sales staff, unskilled worke 3
the manufacturing sectowere particularly affected. Young people and women also tende |
be more affected. For older employees, the increase was delayed by a few months.

aoue|b e Je s)oej Juenodwi 1Isow ay L

Industrial companies are plannittgcut jobs over the next five yeaespecially in the produc
tion sector, driven by automation, digitalization and falling demand. At the same |
knowledgeintensive areas such as product IT and R&D show potential for employment g
which is further driving functional structural change

(@]
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8.1 Introductiort®’

The discussion about possilde-industrializationhas gained significant momentum in recent years.
Increased energy prices are often cited as a trigger, leading to the question of whether Austria and other
European countries are still competitive industrial locations. It emphasizes the threat andlitheidec
production in energyntensive industries that is already apparent in 2023. As a result, there is a risk of
relocation and a decline in investment (Hither, 2023; Rusche, 2025).

Various studies on deindustrialization in Germany have already examined its causes-tmchleng-

nomic and social effects. According to this work, the energy crisis can be seeacaslaration of

ongoing structural changevhich is reflected, for example, in shifts in shares within the manufacturing

of goods (NACE C) (Bialek et al., 2023). A decline in traditional manufacturing occupations in favor of an
increase in IT, scientific and management occupatiodsa shift in occupational focus from pratian

to IT, for example, has been observed for some time (Falck and Pfaffl, 202¢agéhsevelopment

unlikely to have accelerated deindustrialization in Germany. High gross value added was maintained
despite high wage costs. This was achieved by outsourcingrédrmsive production, a highly qualified
workforce, a good regulatory framework, a higiel of research activity and efficient production tech-
nologies (Bialek et al., 2023; Mdiller, 2023).

Apossible development pathr the manufacturing sectois seen in the combination of a reduction in
energy intensity and a shift to less enenggnsive products. With the shift away from eneiggnsive

sectors (petrochemicals, shipbuilding and aluminum to automobiles and electronics), Japan, a country
poor in raw materials and energy, has also managed to keep the share of manufacturing goods at 20%
in recent decades (Bialek et al., 2023; Muller, 2023).

As can be seen from the previous chapters, the Austrian economy is also confronted with developments
that can contribute to amcceleratiorof structural changelrade policy turmoilvith the US is putting
pressure on industrial demand from Austrian companies and burdening companies with ineneasing
certainty (v item 124). In some industriesompetitive pressurés increasing due to Chiganew eco-

nomic policy orientation(item 127). Theproduction costg§energy and wages) in Austria and the EU

are under pressure, which is being further increased by the requirements etdkhagical transfor-
mation ( f chapter7). Theskills shortagand demographic trendgpose additional challenges for eco-
nomic developmentRroduktivitatsrat2024).

These developments also have a potential impact ontlenmg productivity trends in Austria. In the
past,productivityin themanufacturing sectancreased more than in services. In recent years, however,
the highest contributions to productivity growth in the EU27 and the US have come from service sectors
(f chapter5). A shift in the share of value added and employment frormtaeufacturing sectoto
knowledgeintensive service sectors in particular could therefore promote productivity growth.

This chapter examines the extentvitnichstructural changeés taking place in Austria as a permanent
economic development, which trends are being reinforced by current developments and what chal-
lenges this entails. These include the decline in industrial value creation, the relocation of production
abroad and théoss of industrial skills. As a result, employees are confronted with new demands on the
labor market.

This chapter first looks at the genedavelopment of the sectoral sharesthe manufacturing sector
and services. As there was also a significant spread within the subsectors, these are not homogeneous
sectoral developmentsy(section8.2).

071 all analyses, an attempt was made to pull the data to the current margin. In the case of data from the Austria Micro Data
Center, this is the year 2022, for the Eurostat data used 2023 or 2024, for the microcensus 2024, for unemployment data 2025.
TheWIFO industry survey was conducted in 2025 and the fordwaking questions refer to 202830.
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The share of goods production developed differently in the individual federal states. The importance of
manufacturing goods has fallen in some cases and risen in others, especially since the financial and
economic crisis. This heterogeneity points to fis& of not doing justice to the uneven development
within the manufacturing sectoand in theregionswithin Austria with uniform measures gection

8.9.

In addition to the sectoral view, there are other developments that characterize structural change and
enrich the assessment of the consequences and adaptation options. Structural change takes place
within companiesy shifting the focus of the production process or by a general change in the company
towards servicesy(section8.4.1). A longterm and gradual structural change can also be seen from a
professional perspective. Manufacturing occupations are decrea@ngece occupationsespecially

those with longer training periods, are increasing. This development is also taking place witlain-the
ufacturing sectoand thus also demonstrates the structural change within the industry. The shift in the
proportions of occupations illustrates which occupational groups are in greater demand during struc-
tural change ( section8.4.2. An analysis @mployment biographiesveals the frequency and con-
sequences of employees switching between sectosgtion8.5). The development ainemployment
reveals specific difficulties on the labor market that the increasing pressure matigacturing sector

since the energy crisis has broughtéction8.6).

Economic policy measures can serve to reduce adjustment problems and support investment needs.
The analyses of current developments highlight the challengdabimr market and education policy

and support the identification of relevant fields of action. Above all, securing the employment and in-
come of people who are more severely affected by structural change benefits those affected and the
adaptation of companies to a fundamentally changirmemic environment( section8.7).

TextBox 8.1: Data sources

Firms Enterprises (legal entities) are assigned to a main activity in the Statistical Business Register
(Performance and Structure Survey, LSE, Statistical Business Register, URS) according to the NACE
classes. This allocation is made in consultation witkhdhgany. If there are several different NACE
activities, the main activity is determined on the basis of the comgaegific turnover shares,

whereby these are assessed using the vatldedweighted turnover share (based on LSE data)
(Statistics Austri®2022). The main activity is derived at the top level of the NACE code. Even if the
activity with the highest value added shifts to a different NACE upper class, the statistical classifica-
tion at the detailed levels always follows the higher aggregatieh (#op-down method", Statistics

Austria, 2008). Data on gross value added, employment, sales and investments in intangible assets
are taken from the LSE, supplemented by the R&D survey for R&D expenditure.

Employment The reconciled employment statistics and employment statistics of the register cen-
suses contain employment histories of the employees of the workplaces and the demographic char-
acteristics used here (age, gender, education). The wages of employeedavatedwith the help

of wage tax statistics.

Unemployment The labor market database (AMDB) of the AMS is based on data from the umbrella
organization of social insurance institutions and the AMS offices. It includes a separate occupational
classification for persons registered with the AMS as well asd®miagraphic characteristics of the
unemployed and employed.

OccupationsThe microcensus labor force survey {MZE) of Statistics Austria is a sample survey
that is used here to supplement information on the educational level and occupation (according to
ISCO classification) of employees, as these are not available indig: AMe concepts of unemploy-
ment and employment differ slightly between AMDB andlf3. For the aggregated analysis in this
chapter, these differences are negligible.
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8.2 Sectoral development

241 In Austria, theshareof bothvalue addedindemploymentin the manufacturing sectatdecreases over
time, similar to many other countri€s Figure8.1). Changes in these proportions are two common
indicators for describing structural chan@tructural changeefers to the shift in economic activity
between sectors: from agriculture to tmeanufacturing sectoand services (Herrendorf et al., 2013).
These developments are accompanied by an increase in employment and value creation in the service
sector.

242 Thetime courseshows differences between Austria and fleer countrygroups. Until the financial and
economic crisis, the decline in the share of value added and employment was greatgeiertbeun-
try groups. After the financial and economic crisis until before the CTBNdemic, the trends stag-
nated at different levels. Since the CO¥Y®pandemic, the share of value added in Austria has fallen,
while it has stagnated (EU27, EA20) or risen (BEANES@n the comparison groups. By contrast, the
share of employment stagnated in Austria and fell in the comparative country groups. This development
explains the decline in labor productivity in thanufacturing sectan Austria { chapter5).

Hgure8.1: Shares of the total economy in value added and employment-2Q2%
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Source: Eurostat (hama_10_a64, nama_10_a64_e).
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243 Theproduction indexn themanufacturingsectorrecovered in Austria after the cutbacks caused by the
COVIEL9 pandemic after 2021, similar to the EU2Figure8.2). The decline from 2023 was similar.
In the BENESCAND countries, the slump during the @OQ\nhdemiovas lower. The decline from
2023 onwards was also only slight. In the last available months of 2025, the production index was at the
same level as in the EU27 and EA20 countries before the energy crisis. In contrast to value added, inter-
mediate inputs areot deducted from the production index and the services of industrial companies
are only included in the case of assembly, maintenance or repair services (Bolz, 2025; Lehmann et al.,
2025).

Hgure8.2: Production index Manufacturing of goods
Index (2021 = 100), seasonally and calendaiadaysted data
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Source: Eurostat (sts_inpr_m).

244 Structural change was not uniform in th&rious goods manufacturing sectdfghile the total number
of hours worked stagnated from 2010 onwardd-igure8.1), there wasgreater variation in employ-
ment across the subsector& reduction in employment was concentratedparticular inconsumer
goods(excluding food) and in glass and ceramics. While the largest increase in employmemevas in
chanical engineeringhe increase in value added was highest irctremicalpharmaceuticaindustry
(y Figure8.3).
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FHgure8.3: Change in employment and gross value added imgweufacturing sector20122023

Employees Value added
Food Food
Consumer goods Consumer goods
Chem.-pharm. ind. Chem.-pharm. ind.
Glass, ceramics Glass, ceramics
Metal Metal
Electronics Electronics
Vehicle mfg. Vehicle mfg.
Mech. engineer. Mech. engineer.
T T T T T T T T T T
-20,000 -10,000 0 10,000 20,000 0 1,000 2,000 3,000 4,000
Change in persons 2012-2023 Change in value added (in mill. 2015) 2012-2023

Source: Eurostat (hama_10_a64, nama_10_a64_e).

Note: Employment in persons. Value creatiochain linked volumes. Classification of industries according to NACE 2008, Rev.
2. (v Appendixfor detail9. Food... C14L12; Consumer goods (excluding food)..-C13 C1418, C3132; Chempharm.

ind... C18C22;Gassceramics. C23Metal... C24C25;Hectronics... C2€27;Vehicle mfg. C29C30;Mech engineer.. C28,

C33.

245 In theservice sectqrtoo, there was a clear variation in the development of employment isulbsec-
tors. The largest increases in employment were recorded imdnginistration, education and health
sector(y Figure8.4, left). Theeconomic servicerofessional, scientific, technical and other economic
services) achieved the secoehighest growth in employment and the significantly highest growth in
value added { Figure8.4, righ?. In the information and communication sector, employment growth
ranked fourth and value added growth second.

Hgure8.4: Change in employment and gross value added in the service secto2@2d.2

Employees Value added
Trade, hospitality Trade, hospitality
Info. & communic. Info. & communic.
Financial serv. Financial serv.
Real estate Real estate
Business serv. Business serv.
Admin., health Admin., health
Other serv. Other serv.
T T T T T T T T T T
0 50,000 100,000 150,000 200,000 0 2,000 4,000 6,000 8,000 10,000
Change in persons 2012-2023 Change in value added (in mill. 2015) 2012-2023

Source: Eurostat (hama_10_a64, nama_10_a64_e).

Remark: Employment in persons. Value creatiaham linked volumes. Classification of industries according to NACE 2008,
Rev. 2. {{ Appendixfor details) Trade,hospitality.. G45G47, H, I; Info. & CommunicJ; Finanal serv.. K; Real Estate... L;
Businesserv.. MN; Admi., health... GQ; Otherserv.. RS.

246 Conclusion: Theectoral structural change Austria is reflected in a lotgrm decline in the share of
employment and value added in the manufacturing of goods in favor of the service sector. While pro-
duction initially recovered after the COMI® pandemic, a renewed decline set in from 2028véver,
the development was not uniform: Within the manufacturing of goods, consumer goods sectors were
particularly affected by the reduction in employment, while the mechanical engineering and
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chemical/pharmaceutical industries, for example, recorded growth. There are also clear differences in
the service sectoreconomic services and the information and communication sector developed par-
ticularly dynamically. Overall, the sectoral analyssritites thdongterm decline in thenanufacturing
sectorand theheterogeneityof structural change within the sectors.

8.3 Regional development

Structural change can affect and devetegionally differentlyindustrial companies can influence re-
gional development due to regional clustering or their regional employment. A decline in employment
in industry represents a challenge for the affected region to create opportunities in new economic sec-
tors. Regionslgbor markets) with a high proportion of employment in thanufacturing sectoare
experiencing a greater decline in overall employment. Regions with a higher proportion of people with
a higher level of education help to restore or even exceed the original employment level (Gagliardi et
al., 2023).

Hgure8.5: Share of employees in tmeanufacturing sectdoy federal state, 1999023
In %; dashed: Austria total
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Source: Eurostat (sbs_r_nuts03, sbs_r_nuts06_r2, shs_r_nuts2021, Ifst_r_Ife2emp).
Notes: Employment in persons.
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The proportion of employmerith manufacturingell or stagnated in afustrian federal staté® until

the financial and economic crisisKigure8.5).1%° After thefinancial and economic crisis, it continued

to decline, particularly in Vienna and Salzburg. There were significant increases from around 2018 in
Upper Austria, Styria, Vorarlberg and Carinthia.

The three federal states with the highgsbportion of employees imanufacturingn the period 1999

2005 were Vorarlberg, Upper Austria and Styyigi§ure8.6, lefthand graph, horizontal axis). Vorarl-
berg and Upper Austria also recorded hggowth in total employmenty Figure8.6, lefthand graph,
vertical axis). The change in the share of manufacturing in total employaseatmeasuref structural
change varies between close to 0 artipercentage points (1998005 compared to 2022023, y Fig-

ure 8.6, righthand graph, horizontal axis). In a comparison of the federal states, there was no correla-
tion between structural changend a decline in total employment in the period 12923.

Hgure 8.6: Change in the share of employmenni#anufactuing and total employment in the federal
states, 19992005 compared to 2022023
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Source: Eurostat (sbs_r_nuts03, sbs_r_nuts06_r2, sbs_r_nuts2021, Ifst_r_Ife2emp).

There is no clear correlation between structural change and employment growth in Adettizral
states. This is probably due to the different reasons fordiierse regional developmenRegional
availability of highly qualified workers has a positive influence on employment growth in the event of
structural change (Gagliardi et al., 2023). Hjgalificationsare created through longgerm invest-

ment in education. Regions wispecializationn manufacturingcan also develop against the trend of
structural change and increase employmentianufacturing Regions (NUTS 3) that were important

for exports in particular recorded stronger growth and thus developed against the general trends of
structural change (Dauth and Stiidekum, 2016).

In the longer term (1992022), all federal states have so far been affected by the decline in the share
of employment ilfmanufacturing The extent of the impact varied between a slight reduction (Upper
Austria) and4% (Vienna). There will be a particular need for action in federal states and in even smaller
structured labor markets that cannot compensate for the decline in employmenaimufacturing
throughgrowth in other sectorsr expansion of core competencies

8.4 Functional structural change

Structural change takes place not only through the closure of industrial companies and the establish-
ment of new service companies, but algithin existing companies’roductiorrelated activities are

108 \UTS2 regions are considered largely closed labor markets (Antén et al., 2022).
109 A detailed presentation of the structural development is available for Vienna (Mayerhofer et al., 2021).
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increasingly being supplemented or replaced by sexviemted activities. These new or expanded ser-
vices can be closely linked to the original production procedsegxample in areas such as design,
research and development, marketing, sales or atoogt Thefunctional structural changleecomes
visible on the basis of tHecal points of activity of the companieg means of sectoral classification
and on the basis of thfecal points of activity of the occupations

8.4.1 Functional structural change in companies

253 Companies can remain an integral part of the value chain in the manufacture of a product, even if they
reduce or cease production. However, as soon asft@is of activitghifts to servicessuch as whole-
sale- they are statistically assigned to the service sector, even if they continue to provide production
related services (Bernard et al., 2017).

254 Productrelated servicesan be provided both during the production phase (e.g. planning, consulting,
design) and during the utilization phase (e.g. maintenance, training, repair, spare parts management).
Advanced services such as software development, data analysis or operadiels (e.g. software
maintenance) are increasingly being offered by companies originally activenaribéacturing sector
(Lehmann et al., 2025).

255 A distinction is therefore made between two forms of structural change within compBuretional
structural changelescribes the shift of activities within the value cha@mway from production and
towards upstream and downstream services. Hybrid company forms are also emerging, including "fa-
bless manufacturers"” that no longer operate their own production facil@estoral structural change
occurs when companies switch from selling goods to selling services. These-smrgitas warehouse
managenent or research and developmerdre then offered to other companies and are often based
on internally developed expertise (Ding et al., 2022; Fort et al., 2018).

256 As companies are classified in the statistics according tdabas of activityit is not possible to record
production and services separately for hybrid forms. It is therefore only possible to measure functional
and sectoral structural change indirectly. For Denmark, Bernard et al. (2017) show that between 2002
and 2007, around ®@ of industrial companies switched to the service seaocounting for 42% of
the decline in employment manufacturingIn Austria, this change was less pronounced between 2008
and 2022: 5.6% of companies changed sectors, which corresponded to 2.5% of employment. This con-
firms the overall lower level of structural change compared to other countrigex{ion8.2).

257 Further indications are provided by employmergenvice workplacesf companies in thenanufactur-
ing sector In the USA, it contributed around 16% to employment growth in the service sector between
1977 and 2019, and around 6.6% in Austria between 2014 and 2022. The proportion of employees in
such workplaces iAustriarose from 3.7% to 4.1% (Weichselbaumer, 2025).

258 Prominentexamplesof "fabless manufacturers” are Apple, Qualcomm or Nike, which focus on design,
development and services while outsourcing production (Fort et al., 2018; Ding et al., 2022). Companies
such as IBM, Unisys and Dennfahker C. Weilbach & Co also underwent similar developments. In Ger-
many, companies such as Wolf GmbH, MTU Aero Engines, Siemens and Kaeser Kompressoren illustrate
the increasing importance of digital and senbesed services in production. They combraditional
industrial products with digital interfaces, remote maintenance, data analytics and flexible usage models
(Lehmann et al., 2025; Bahrke et al., 2015).

259 Overall, the macroeconomic extent of structural change within companies is difficult to measure. Sec-
toral changes of companies and the development of employees in service workplaces provide evidence
of the essential role of structural change within comeanExamples illustrate possible developments
in functional and sectoral structural change. In Ausstraictural change within companiesso took
place. The extent was lower than in comparable studies in other countries. Another way to characterize
structural change within companies is to look at the activities and occupations perfoyrsection
8.4.2.
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Text Box 8.2: Structuralchange due to companies switching sectors in Austria

Data from business statistit&prove the structural change in Austwithin existing production com-
panies not only through the emergence of new service companies (see Weichselbaumer, 2025). A
key indicator of this is thpermanent reclassification of companiesm the manufacturing sector
(NACE C) to the services sector (NAGE. Between 2008 and 2022, around 2,300 companies
switched permanently from manufacturing to the service sector. In 2022, these "switchers" ac-
counted for around.6% of surviving manufacturing companesployed2.5% of the local work-
forceand generate@.2% of the sectds value added

The target sectors of these changes were highly concentrated: Over 75% of employees in changing
companies can be found in the subsectaal estate (NACE L68&)anagement consultancy (NACE
M70)andwholesale (NACE G48) many cases, the change was accompanied by a significant decline
in employment particularly in the areas of management, real estate and financial services.

Companies that switched from manufacturing goods to the service sector adjusted their size to the
lower level of employment in the service sector. At the same time,lao@ir productivityncreased
compared to before and to other companies. In addition, these companies already had a higher pro-
portion ofinvestments in intangible assetsuch as software, licenses or research and development

- before the change and maintained this after the change.

Another indication of structural transformation is iherease in service activities within production
companiesBetween 2014 and 2022, the number of employees inmanufacturing parts of indus-
trial companies increased by aroub4,000 peopleThese companies thus contribu@&% to over-

all employment growth in the services sectordicating an increasing integration of services in in-
dustrial value chains.

These developments indicate thptoduction companies are increasingly adopting a hybrid ap-
proach They combine industrial expertise with senadented business models and thus respond
to technological and market changes.

8.4.2 Main activities of the professions

Structural change is taking place within companies throsginice orientation of professiofBoddin

and Kroeger, 2024). The share of productiomanufacturing occupatiorgecreases due to the reduc-

tion in the share of manufacturing in total employment. A service orientation also takes place within
companies imanufacturing Traditional production occupations are increasingly being replaced by ser-
viceoriented activities, particularly in areas such as research and development, technical services and
management and organization. This development is a manifestation of fiaiciouctural change

(v section8.4), but can also be attributed to the increasing importance of more demanding activities in
manufacturing due to automation. Industrial value creation is increasingly characterized by knowledge
intensive and organizational functions (Eickelpasch, 2014).

A summary of the main areas of activity shows a clear decline in productiomaaodacturing occu-
pationsin the economy as a whole Figure8.7). Primaryand secondary service activities are distin-
guished from manufacturing activities. Manufacturing activities include machining and processing, re-
pairing or controlling and maintaining machines and systeriraary service activitiese distinguished

from manufacturing activities by the fact that they represent an extension of the production process,
maintain the overall economic production flow or go directly into consumption. These include simple
sales and office tasks as well &hayal services such as cleaning, catering, storage, security and

10The results presented are based on the background study by Weichselbaumer (2025). Technical details, if not mentioned
in the text, can be found in this paper. This research project was carried out with data from the Austrian Micro Data Center

(AMDC). ThAMDC is a research data infrastructure facility of Statistics Austria that enables research to be conducted on

microdata prepared in accordance with data protection regulatienshs et al., 2023
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transportation.Secondary service activitiase activities that are usually not physically tangible (intan-
gible goods) and are predominantly performed mentally. As a rule, they require a university degree or
a comparable level of qualification. These are activities such as researching, devetgpimging,
managing, applying and interpreting the law, caring, healing, nursing, advising, teaching, publishing and
entertaining (Helmrich and Zika, 2010; Tiemann et al., 2008).

Hgure8.7: Main areas of activitytotal economy
Share of employees in %
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Source: Microcensus, Statistics Austria.

Note: Total economy except agriculture and mining (NAGQE Classification of occupations (ISCO 08, microcensus, Statistics
Austria) based on the scheme in Helmrich and Zika (Z@®@yction: Machining and processing, repairing or controlling and
maintaining machines and systems. Primary services: simple sales and office work, general services such as cledtyng, hospital
storage, security and transportation. Secondary services |: pessEmales; primarily specialist and assistant professions in

the areas of care, (medical) treatment, legal, social care and cultural areas. Secondary services |I: knenwtddgservices,
primarily academic professions; research and development, Sbeddgions, teaching, legal advice, scheduling, coordinating,
organizing and management.

Thesecondary servicesan be divided into two further groups. The first group (secondary services |) is
referred to apersonal serviceg hese primarily include specialist and assistant professions in the areas
of care, (medical) treatment, legal, social care and cultural fields. The second groupkncaledge
intensive servicesecondary services Il). These include mainly academic occupations such as research
and development, mathematics, engineering, science and technology (STEM) occupatibing}, iea

gal advice, scheduling, coordinating, organizing and management (Stool3 and Weidig, 1990).

There was a pronouncedrend towards service occupatiomsmanufacturingn Austria in the period
2011-2024 (y Figure8.8). Manufacturing occupations decreased by 9.5 percentage points. Knowledge
intensive secondary services rose by 6.1 percentage points. Personal services played a subordinate role.
Although theproduction occupations irmanufacturingvere proportionally smaller (2024: 41.1%) than

in other industry (2024: 49,5%). In terms of humbamsvever, employees jroduction occupations
predominated with 280 thousand employees in the manufémsector (other industry: 175 thousand
employees). In the period 192817, the ratio oproduction employees irmanufacturingo produc-

tion employees in services in Germany fell from 3 to 1.3 (Boddin and Krogert2021).

1 The reduction improductionoccupations imanufacturingcould also be due to an increase in temporary workers for these
activities, rather than an actual reduction in the proportion of these occupations. These employees could be employed in the
placement and leasing of workers sector (NACE N78) can be famindfagevaluation of the overarching economic sector N
does not indicate an increasegroduction occupatios.
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Hgure8.8: Main areas of activity within the sectors
Share of employees in %
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Source: Microcensus, Statistics Austria.

Note: Classification of occupations (ISCO 08, microcensus, Statistics Austria) based on the scheme in Helmrich apd Zika (2010
Subdivision of secondary services according to Stoof3 and Weidig Pré8tion: Machining and processing, repairing or
controlling and maintaining machines and systems. Primary services: simple sales and office work, general services such as
cleaning, hospitality, storage, security and transportation. Secondary services |: msaoas; primarily specialist and as-

sistant professions in the areas of care, (medical) treatment, legal, social care and cultural areas. Secondary services I
knowledgeintensive services, primarily academic professions; research and development,r6fE&Mops, teaching, legal

advice, scheduling, coordinating, organizing and management.

For Germany, according to Eickelpasch (2014), there is a correlation between the proportion of manu-
facturing activities and the degreeexport orientation Industrial sectors with an export share of over
50% reduced the proportion of production workers by 4.4 percentage points between 1999 and 2011,
starting from an average share of 55.3% (1999). Industries with a medium export shas®¥33ee-

duced the bare of production workers by 3.2 percentage points, and industries with an export share of
less tha 33% by 2.2 percentage points.

The development of the main areas of activitypnenufacturingdepends largely on thchnology in-
tensity(y Figure8.9). Inthe hightech subsectors, employment rose in all key areas of activity between
2011 and 2024. Due to the sharp rise in employment in knowAmdigiesive services, the proportion of
other activities fell accordingly. In the mt@v tech suksectors, onlynanufacturing activities recorded

a decline, as did the proportion of employees in the-mggh tech suksectors, although the number of
employees in all fields of activity increased in absolute terms. In thedbwsubsectors, the number
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of employees only rose in secondary services (in absolute and relative terms), but this segment was the
only one to record a decline in employment overall.

The growth in the number of employees was highest in the-(mightech subsectors, and in turn in
knowledgeintensive service&nowledge and technology intensigpresent an essential basis for the
maintenance and expansion of employmentianufacturingand could be an indication of how struc-
tural change can maintain and promote the sector in the future.

Hgure8.9: Main areas of activity imanufacturingoy technology intensity
Thousand employees
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Source: Microcensus, Statistics Austria.

Note: Classification of occupations (ISCO 08, microcensus, Statistics Austria) based on the scheme in Helmrich ahd Zika (2010
Subdivision of secondary services according to Stoofd and Weidig Er@@igtion: Machining and processing, repairing or
controlling and maintaining machines and systems. Primary services: simple sales and office work, general services such as
cleaning, hospitality, storage, security and transportation. Secondary services |: pggsgoes; primarily specialist and as-

sistant professions in the areas of care, (medical) treatment, legal, social care and cultural areas. Secondary services IlI:
knowledgeintensive services, primarily academic professions; research and development,r8fE&dops, teaching, legal

advice, scheduling, coordinating, organizing and management.

Looking at occupations contributes to the understanding of structural change, as it goes beyond the
consideration of companies and intersectoral development and makes the change in industrial value
creation within companies visible. This development isistant with the functional structural change

that is taking place in the sectors and within companies. In the functional structural change, industrial
companies are not only producing goods, but increasinglyirstisgrated servicesEmployment of
knowledye-intensive services in companies with a higieehnology intensitgven increased signifi-
cantly in absolute terms. Automation and digitalization also mean that production itself increasingly
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requires services instead of manufacturing jobs. This form of structural change can be seen throughout
the entire available time period (20:2D24), not just since the energy crisis.

The functional structural change within companies represents a challenge for statistical systems. Tradi-
tional sectoral statistical systems do not adequately reflect the new reality. A clear distinction between
industry and services is becoming increasidificult to maintain empirically. This has consequences

for economic policy analyses, innovation promotion, tax policy and education policy (Lehmann et al.,
2025).

8.5 Structural change and employment

Structural change entails thess of jobsbut also opens upew employment opportunitiesEmployees

react differently to changes in shrinking sectors. Age, level of education and gender can affect whether
a change is successful and what consequences it has for wages. The aim is to create a better under-
standing of the dynamics @b changesind to maketargeted support needsisible for particularly
vulnerable groups.

8.5.1 Change of employment

This section discusses factors influencing job lossearinfacturingor employees. The discussion is
based on an analysis of Austrian employment biographies from 2013 to 2022. A large sample of people
affected by job loss was analyzed (for information on how the sample was obtained,eséBox 8.3).

After thejob lossn themanufacturingsector, on averagé9% moved into new employment during the

study period( y Figure8.10, left). More employees (31.9%) switchedth® marketservices sector and

thus completed a sector change than to another company within the sector (26.5%). Smaller shares
switched to noAmarket services (5.2%) or other industry (5.4%). The unemployment rate among those
affected by job loss was 22.0%. A furth€)% dropped out of the labor force.

After the job loss imarket servicesthe majority remained in another company within the sector
(50.3%;y FigureB.10, right). Amuch smaller proportion switched to the manufacturing of goods sector
(12.6%). This share was therefore also significantly lower than in the sector change baasedfan-

turing (31.9%,y item 270). The switching frequencies to companies in-mamket services (7.1%) and

other industry (4.2%) were again lower. Unemployment (18.5%) and leaving the labor force (7.3%) were
slightly less common than job lossemi@nufacturing

Hgure8.10: Consequence of termination of employment, 22022
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Source: AMDC, Statistics Austria.
Notes: NACE economic sectdvdg: NACE C. Market services: NACE G-N. Cther industries NACHED-F. MarketDL: NACE-{.
NonmarketDL: NACE-O.
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TextBox 8.3: Employmenthange and structural change: Methodology and data basis

The analysis of the consequences of structural change for employees is baskimistrative in-
dividual data from Austri&? They enable a comprehensive observation of employment histories
over the period 2013 to 2022. The study focuses osifadl employees who worked continuously

in the same company in the two years prior to the end of their employment. This ensures a stable
employment biography for the people in question and avoids the inclusion of people who have al-
ready changed jobs frequently.

The methodological approach focuses on identifymags layoffs as exogenous shotkken ana-

lyzing the effects of job losses, timass layoftiesign attempts to avoid centrsglection distortions
Voluntarily resigning employees might be better qualified or more motivated, while dismissed em-
ployees might be less productive. In the case of mass redundancies, however, job losses are not due
to individual performance, but to external shocks (e.g.ddsure, industry crisis). This makes it eas-

ier to attribute the consequences of the job loss causally to the event itself. At the same time, this
design reveals the effect of systemic shocks on employees, as it shows how external economic
changes (e.glump in demand, technological upheavals) affect workfenasgardless of their indi-

vidual aptitude.

The event of a mass redundancy is classified on the basis of defined threshold values, which are based
on the size of the company. For example, redundancies of at least 5% of the workforce in-medium
sized companies or at least 30 people in large compantedeemed to be mass redundancies. In

order to avoid confusion with company mergers or outsourcing, cases in which more than 20% of
the workforce moves to another company are excluded. People who are involved in multiple mass
redundancies or whose eduaatial status changes are also excluded.

The analysis focuses on employeemanufacturingdNACE C) and in market services (NAQE G
whereby transitions to other sectors are also taken into account. Wages are measured as annual
gross wages in constant prices (2015, adjusted for inflation using the consumer price index). People
with very highncomes (over 200,000 euros) are excluded in order to avoid distortions in this direc-
tion. The selection includes both whitellar and bluecollar employees, which together cover
around 90% of the workforce.

A quastexperimental desigis used to investigate theffects of mass layoffs on employment histo-

ries The people affected (switchers) are compared with those who remain with the company despite
mass redundancies (stayers). This comparison group serves as a control group to identify differences
in transition probabilitiesvage trendsandunemployment In the comparison of the two groups, the
influence of individual characteristics such as age, gender, education and wage level on various tran-
sitions is estimated.

The sectoral perspective is ensured by assigning companies to NACE classifications. This also takes
into account whether people move inkmowledgeintensiveor productivityintensivesubsectors.

The classification of the subsectors according to knowledge intensity follows the Eurostat definitions.
The productivity classification is based on the average labor productivity of the companies prior to
the period of the employment analysiEhe analysis thus allows a differentiated view of sectoral
mobility patterns in the context of structural change.

1The term "masfayoffs' is not used in the present context in the sense of employment law, but generally refers to the
mass or frequent termination of employmeamedationships regardless of the legal form, which is not covered in the data
used.

12The results presented are based on the background study by Weichselbaumer (2025). Technical details, if not mentioned
in the text, can be found in this paper. The research project was carried out using data from the Austrian Micro Data Center
(AMDC). ThAMDC is a research data infrastructure facility of Statistics Austria that enables research to be conducted on
microdata prepared in accordance with data protection regulatienshs et al., 2023
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272 Theprobability of job losgn manufacturingvaried according tgender, age and educatidn Figure
8.11, lefthand panel). Women were slightly less likely to leave employr@e®¥d). The 50+ age group
had a lower probability of ending employmeti.2%). Younger employees left their original company
more frequently (+20.1%). A university degree incredseéréquency of leaving the company.8%).
These differences in frequencies apply to comparable wages, highest completed education, original full
time employees and comparable original companies.

Hgure8.11: Differences in the probabilities of job lossemanufacturing and wage effects

Probability of job loss Wage differences before/after job loss
In % In euros, constant prices 2015
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Source: AMDC, Statistics Austria.
Notes: Probability compared to: Men; age groupgi@5compulsory schooling at most. Wage differences compared to employ-
ees who remain employed by the companynanufacturingWeichselbaumer, 2025).

8.5.2 Wages after the change of employment

273 Structural change with a shift from employment to services could lead to lower Wégges in the
service sectowere lower on average than manufacturing In Austria, median earnings per hour in
2022 were 16.6% lower in services thamanufacturingGeisberger and Hoser, 2024). Employees in
manufacturingcould suffer a loss of pay as a result of structural change and the associated change in
employment.

274 Wages are influenced bynamber of factorshat can differ between sectors and are therefore respon-
sible for part of the wage gap. If differences in age, gender, education and level of employment are
taken into account, the wage gap is reduced. For Austria, a differentiated piciwag®ichanges fol-
lowing a change of employmentmerges when wagédetermining factors are taken into account. A
change from a company manufacturingo market services (NACENEdid not lead to a reduction in
gross wages compared to remaining in the same companarinfacturing y Figure8.11, right panel).

A change to another industrial sector (mining, energy, water/waste, construction; NAEIBI, bt

result in a change in salary. A switch to another companyaimufacturingresulted in an increase
(+4.5% relative to the median wage), a switch to-mamket services (NACEW), on the other hand,

led to a reduction in wages3(4% relative to the median wage). However, changing employees already
have lower wages than narharging employees before a change. This could have to do with the occu-
pations of the changing employees, for which no data is available for Austria in the analysis carried out.

275 Numerous studies show wage losses as a result of a change of employment. An analysis for Germany
takes into account the effect ofchange of occupation or activity addition to a change of sector. If
an employee in manufacturing switched fronanufacturingto the service sector but remained in a
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production occupation, the average wage fell by 2.8%. If, on the other hand, they took a job in the
service sector, their wages fell by 12.0% (Boddin and Kroeger,#021).

Wage losses are lower flow-wage employeethan for employees with higher wages. The wage losses
for all employees wheswitching to less knowledgetensive serviceare twice as high as when switch-
ing to knowledgeéntensive services. As lemage employees switch more frequently to less knowledge
intensive services, this leads tpalarizationof wages (Helm et al., 2023).

In Austria, employees had lowweagesbefore changing jobs than employees who stayed with the com-
pany. However, the change only resulted in a further loss of salary when switchingnauhken ser-
vices. The risk of wage losses is therefore not generally present when switchinggfnrafacturingo

the service sector.

8.5.3 Unemployment and leaving the labor force

How often people lose their jobs and what happens afterwards depends, among other thiage, on

and education(y Figure8.12, left panel). Older peoplés0+) are less likely to lose their jobs than
younger people so they are more likely to stay with the same comparite(n 272). However, if they

do lose their job, they are more likely to be unemployed than 25 4ged8olds- 13.6% more often.

The proportion of those who become inactive is also higher among older people (+8.6%). Although
younger employees change companies noften (y item 272), they do not become unemployed more
frequently than 25 to 49earolds. Thegenderalso plays a role. Women are more likely to be unem-
ployed (+3.5%) or inactive (+3.8%) after leaving employment than men. These differences were calcu-
lated in such a way that the other facterexlucation, gender and agavere kept the same. This means:

The figures show the effect of age, gender or education alone, if the other conditions are held constant.

Hgure8.12: Differences in the probability of switching to different groups after the end of employment
in manufacturing

In %
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Source: AMDC, Statistics Austria.

Notes: The differences shown show how much the probability changes compared to a reference group. This reference group
consists of: Men, people aged-29 and with at most a compulsory school leaving certificate. The left panel shows the differ-
ences per grup for unemployment and labor market inactivity. The rlidrid panel shows the differences per group for
switching to knowledgentensive sectors or sectors with high labor productivity (Weichselbaumer, 2025).

Thehighest level of education completbéad a clear influence on how often people became unem-
ployed or withdrew from the labor market altogether after leaving their company. The higher the level
of education, the less frequently these consequences occuaeahpared with people who only have
acompulsory schodeaving certificate. Age and gender were kept constant so that the differences can

113The wages evaluated are gross daily wages (Boddin and Kroger, 2021, FN 12; Antoni et al., 28109, p. 43

147

This machine translation was created on November 27, 2025, using DeepL



280

281

282

283

284

285

be attributed to education. People with an apprenticeship certificate or AHS were significantly less likely
to be unemployed than those with a compulsory scheaVing certificate, and this difference became
even greater as the level of education increasgown to a decrease of 17% for university graduates.
The probability of withdrawing from the labor market altogether was also lower for those with a higher
level of education between 4% and 8% less than for those with a compulsory selaathg qualica-

tion, depending on the qualification.

The switch fronmanufacturingto knowledgeintensive servicesias strongly related to the highest
completededucation(y Figure8.12, right panel). Howevethe change was less frequent for people

with an apprenticeship certificate6(9%) and BMS3,5%) compared to people with a compulsory

school leaving certificate. People whose highest level of education was AHS (+5.1%), BHS (+11.3%) or a
university (+22%) switched to knowledgetensive services much more frequently. Women switched

to knowledgeintensive services 11.4% less frequently. Age had no influence.

Switching from manufacturing to knowledmgensive industries can be more difficult for employees
with originally lower wagesn Germany (1992004), employees with low wages were 4.4 times more
likely to switch from manufacturing to service sectors with low knowledge intensity than to sectors with
high knowledge intensity. Employees with high wages were only 1.4 times retygHiklm et al.,
2023). With a higher level of education, there was also a higher probability of switching to knewledge
intensiveservices in Austria.

Young people aged 15 to 24 are 3.4% less likely to switclservige sector with high productivity
growth compared to the reference group of-BB-yearolds (y Figure8.12, righthand panel). For peo-

ple aged 50 and over, however, this probability was 2.2% higher. The highest level of education com-
pleted had a significant influence: Compared to the reference group with a compulsoryleaking
certificate, the probability of swehing to a service sector with high productivity growth increased by
17.4% for people with an apprenticeship certificate, 30.8% for those with an intermediate vocational
school certificate, 28.0% for those with an AHS, 43.6% for those with a BHS anod®$d8é with a
university degree.

ConclusionThe structural change in Austria led to considerabénges in employmenthis was due

to shifts in the focus of activities $ection8.4.2 and the transition from the manufactog sector to

the service sector. While many employees successfully switched to new jobs, the consequences for
wages and employment histories depended heavily on individual characteristics such as age, gender and
education. Older and less qualified people were paldily at risk and were more likely to become
unemployed or leave the labor force. A switch to knowldadgmsive services was associated with bet-

ter wage prospects, but was less accessible fomlage employees and women. Targeted labor market
policy neasures are necessary to support disadvantaged groups during structural change.

8.6 Qurrent developments on the labor market

From the beginning of 202@roductionin manufacturingdeclined (; Figure8.1). This section looks at
how subgroups in thiabor marketare affected by the decline in production. Analyzing the develop-
ment of different groups within the working population enables a differentiated view of the effects of
structural change. The differences in the unemployment rate can provide indicationg-@&frn shifts

in the demand for labor in connection with the structural change described above.

Thetotal unemployment raté y Figure8.13, left) has risen since the start of 2023. By June 2025, there
was an increase of around 1 percentage point. The increase varied from seeictoraly Figure8.13,
right). The highest increase walsservalbe in market services (NACENpand immanufacturing NACE

C) In nonmarket services (NACEW), unemployment remained almost constant. Unemployment in
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other industry (NACE-B) approached the likewise rising unemployment rate for market services from
2023, but fell in the first half of 2025"

Hgure8.13: Unemployment rate
Moving average 12 months, in %
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Source: AMDB of the AMS Austria and the BMASGPK.

Notes: The previous months from 2019 are used for thm@@&th average from January 2022. This avoids the impact of the
unusually high unemployment rates during the C@@pandemic on the 2023 figures. The separate treatment of the years
2021-2022 is ingtated by the dotted lines. Classification of sectors according to ONACE 2008, Rey./Ap(sawdix) Mfg...
NACEC; Other. Ind.NACED-F; Marketserv..NACES-N; Normkt.serv.. NACED-U.

Since the beginning of 2023, there has been an increase in unemployment worneg and men

both overall (y Figure8.14, lett) and inmanufacturing y Figure8.14, right). The differences between

the unemployment ratesy(Figure8.14, lower part) make the differences in gendpecific develop-

ment more visible. Unemployment fell more sharply among women after the €O\gahdemic. In
manufacturing the unemployment rate gap for women fell significantly below theQ@&/IEL9 pan-

demic level. In the last 12 months, however, the gap to men has widened again, as unemployment
among women has risen more than among men.

114Unemploymen‘[ rates show strong seasonal patterns. Moving averages were formed with the 11 previous months in order
to recognize the average trends. The years 2020 and 2021 were delimited separately due to the atypical pattern caused by the
COVIBEL9 pandent. For the 12nonth average from January 2022 to November 2022, the year 2019 was used for the previous
months instead of 2021. This avoids the impact of the unusually high unemployment rates during th&ggxt2mic on

the 2023 figures. This is indied by the dashed line in the unemployment rate charts for Z021.
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Hgure8.14: Unemployment rate by gender
Moving average 12 months, in %

Total Manufacturing
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Source: AMDB of the AMS Austria and the BMASGPK.

Notes: The previous months from 2019 are usedHerl2month average from January 2022. This avoids the impact of the
unusually high unemployment rates during the C@\¥@pandemic on the 2023 figures. The separate treatment of the years
2021-2022 is indicated by the dotted lines.
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287 Unemployment also increased acrossagé groupsy Figure8.15). For the 50+ age group, however,
the increase only began between the end of 2023 and the beginning of 2024, around one year later.
The differences to the 289 age group( Figure8.15, lower part) indicate a convergence of the unem-
ployment rates of the age groups for the economy as a whole. Unemploghmesfore increased more
strongly among younger people (up to 25 years) and less strongly among older people (8&r{)- In
facturing the gaps in unemployment rates hardly shifted after the delayed increase among older work-
ers.

Hgure8.15: Unemployment rate by age group
Moving average 12 months, in %

Total Manufecturing

-25 = age 25-49 50+
1549
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Difference to age group 249

Source: AMDB of the AMS Austria and the BMASGPK.

Notes: Therevious months from 2019 are used for thert@nth average from January 2022. This avoids the impact of the
unusually high unemployment rates during the C@@pandemic on the 2023 figures. The separate treatment of the years
2021-2022 is indicated byne dotted lines.
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288 The group of people witbompulsory schoolings theirhighest level of educatioshowedhigher un-
employment rates and higher increases in the unemployment rate since 2023, both ovEigliré
8.16, left) and withirmanufacturing y Figure8.16, right). The group accounted for 14.9%tbé labor
force (1st quarter 2025), but due to the high unemployment rate still had the higihesiuteincrease
in the number of unemployed from the 4th quarter 2022 to the 1st quarter 2025 (around 31,000 people,
or 43.6% of the increase in the number of unemployedhdnufacturingthe proportion of the group
with no more than compulsory schooling is similarly high at 14.1% of the labor force. The increase in
the number of unemployed imanufacturingis high for both compulsory school leavers (3,500) and
apprentices (3,400).

Hgure8.16: Unemployment rate bgducation
Moving average 4 quarters, in %

Total Manufacturing

Source: AMDB of the AMS Austria and the BMASGPK, microcensus, Statistics Austria.

Notes: The previous quarters from 2019 are used for thedaarteraverage from the 1st quarter of 2022. This avoids the
impact of the unusually high unemployment rates during the GO¥fiandemic on the 2023 figures. The separate treatment
of the years 2022022 is indicated by the dotted lines.
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289 Along themain areas of activityynemployment increased in manufacturing and primary services across
the economy as @whole (y Figure8.17, left). The increase in unemployment in the two main areas of
activity was even more pronouncednranufacturingy Figure8.17, right). Unemploymerin second-
ary services did not increase (secondary services 1) or increased less (secondary services Il) in the econ-
omy as a whole. Imanufacturing it also tended to increase in secondary services, albeit to a lesser
extent than in the other main areas of activity.

Hgure8.17: Unemployment by focus of activity
Moving average 4 quarters, in %

Total Manufacturing

Source: AMDB dlie AMS Austria and the BMASGPK, microcensus, Statistics Austria.

Notes: The previous quarters from 2019 are used for thedaarter average from the 1st quarter of 2022. This avoids the

impact of the unusually high unemployment rates during the GO¥fiandemic on the 2023 figures. The separate treatment

of the year2021-2022 is indicated by the dotted lines. Classification of occupations (ISCO 08, microcensus, Statistics Austria)
based on the scheme in Helmrich and Zika (2010). Subdivision of secondary services according to StooR and Weidig (1990).
Production: Machining and processing, repairing or controlling and maintaining machines and systems. Primary services: simple
sales and office work, general services such as cleaning, hospitality, storage, security and transportation. Secoesl&ry servic
personalkservices; primarily specialist and assistant professions in the areas of care, (medical) treatment, legal, social care and
cultural areas. Secondary services Il: knowledgasive services, primarily academic professions; research and development,
STEM mfessions, teaching, legal advice, scheduling, coordinating, organizing and management.

290 Unemployment increased in all subgroups from 2023 or 2024 at the latest. The detrimental develop-
ment of unemployment and patrticipation in the labor force for people who only haempulsory
school leaving certificate items 278-279) is consistent with the faster rise in unemployment among
this group. The developments for tamployee group 50went in different directions. Their frequency
of employment ending was lowey ifem 272). In the group of employees who left the original com-
pany, however, the frequency of unemployment or leaving the labor force was higher compared to the
change of company or sectoy ifems 278-279). Overall, unemployment in the older age group in-
creased with a delay of several months, angh@mufacturingn 2025 at a similar rate to the other age
groups.

8.6.1 HEmployment planning imanufacturing

291 According to the results of the latest WIFO Industry SunwEgxtBox 6.2), companies are also planning
different degrees of job increases and decredsdsgure8.18) in different business sectors over the
next five years Although there is no change in overall employment, there are clear differences in indi-
vidualcompany divisionand the correspondingccupational group$roductionstands out in particu-
lar among the areas with cutbacks: almost 40% of companies state that they are reducing their produc-
tion workforce. On the other hand, around 26% of companies are planning to increase employment. A
comparison of the sectors based dretdifference between job creation and reduction shows that
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production is the sector in which companies are reducing employment more than creating 4, at
percentage points.

The other areas with a high proportion of companies planning to cut jobs are among the main areas of
activity ofprimary servicesTheir share stagnated in 202024 inmanufacturingy Figure8.8) Figure

8.8in contrast to the downward trend in the economy astele (y Figure8.7). Primaryservices gen-

erally have a higher level of unemployment and have risen more than the other main areas of activity
since 2023 ( Figure8.17). In the surveythe IT division is divided into "IT support" and "product IT". IT

is one of thesecondary, knowledgatensive servicesdn IT support, companies are planning a greater
reduction and weaker expansion than in product IT. Overall, both sectors have a higher proportion of
companies with an increase in employment. In IT support, the intention to automate and replace with
Al my already be more in the pipeline than in product IT. Secondary services such as R&D, product IT,
training and marketing and sales (partly secondary services) have the largest majorities when it comes
to employment growth.

Hgure8.18: Change in employment in Austrian industry over the next five years
Job decreases Job increases

Source: WIFO Industry Survey 2025.
Notes: The remaining companies stated that they would not change employment. Of the companies surveyed, 95% state that
they have production facilities, 98% of which produce in Austria.

Technological changes suchaatomation, digitalization and Mere cited as the most important rea-

son for the planned change @mployment ( Figure8.19). Similarly importans a decreasing demand

for the companys products during downsizing and an increasing demand during upsizing. Outsourcing
the tasks of the comparyown employees or high wages and costs also determine the reduction in
employment. On the other hand, changes to the product portfolio are a similarly important reason for
increasing employment.
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FHgure8.19: Reasons for thehange in employment over the next five years
Job decreases Job increases

Source: WIFO Industry Survey 2025.

Qonclusion: Developments in recent years point to @steleration of longerm structural changén
Austria. The decline in productionnranufacturingsince the beginning @023 (y Figure8.2) ledto an
increase in unemployment, particularly among-kkiled workers. This development is in line with the
previously observed trends of a shift in employment towards knowdedigiesive services and the de-

cline in manufacturing activities. The currentployment plans of industrial companies show faat-

tional structural changes progressingy(section8.4): While a reduction is planned in production, areas
such as R&D and product IT are recording growth. Overall, the latest developments confirm-the long
term trend towards service orientation and highlight the need for targeted labor market policy
measurego support particularly affected groups.

8.7 Helds of action

In recent years, the discussion abdetindustrializatiorhas intensified in Austria and other European
countries- and it is still topical. One of the main triggers for the discussions was theemsrgy prices

since the war in Ukraine. Due to the deterioration in competitiveness caused by higher energy costs,
there is a risk of industrial production moving to countries with lower energy prices, with a correspond-
ing loss of jobs. Based on the approaches in seslgind findings from other countriekjst chapter
presents a more differentiated picture of deindustrialization. The shift in the focus of production and
activities from manufacturing to services with higher qualification requirements also took place in the
years before the energy crisis arahde seen as a permanent development in Austria and other coun-
tries.

The competitive pressure from the increasing export share of Chinese companies in Austrian export
markets has been going on for some tirGhinese competitiors causing structural change, which is
often associated with a decline in employment and is linked to company exits in Auisémas(36
and145). However, there were also shifts in specializatiom®ins 149and150), which were reflected

in the shift in the proportions of the main areas of activity, as shown in this chapter.

The significance of functional and sectoral structural change and the associated shift in the focus of
activities was linked to the development of employment biographies in the event of a reduction in em-
ployment inmanufacturing While the fields of action in the previous chapters discuss how to deal with
increasing foreignpompetition and uncertaintyn international marketsy(section6.4) and how energy
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price developments can be shapedséction?7.5), the discussion here focuses on how to deal with the
requirements and adjustments on tkabor market

People whose highest level of educatiocospulsory schoolere particularly affected by the negative
consequences of the shift in employment away froanufacturingand rising unemployment. Their
unemployment rate in the 1st quarter of 2025 was 21.6% (after smoothing for annual seasonality; with-
out seasonal adjustment: 24.4%section8.6). The high level of unemployment among this group is
not a shortterm phenomenon; the average unemployment rate for the years-2022 was 22.8%. At

478 thousand out of 3,910 thousand (1st quarter 2025), the group of employees with no more than a
compulery schooleaving qualification was also large in absolute terms. Almost half of the total 342
thousand unemployed consisted of 154 thousand people with no more than a compulsoryeaiool

ing qualification (1st quarter 2025). Their probability of bengmanemployed or leaving the labor force

was significantly increased after the end of employment, especiathamufacturing(y section8.5).

The development of the main areas of activity is increasingly pointing in the direction of occupations
with higherqualification requirement§y section8.4.2. If younger people have only completed com-
pulsory schooling, the higher unemployment rate and more frequent-oute from the labor force
contribute to an increase in the NEET rate.

Older employeeé&0+) were less likely to lose their job in the original company than younger age groups
in the downsizing setting under consideration. However, if they lost their job, older people were signif-
icantly more likely to become unemployed or to leave the |&troe. Theneed for further trainingn
connection with structural change and sector change therefore appears to need to be expanded less
for all older workers, but rather specifically for those who lose their previous employment. Ifegyossib
however, the need for further training should be identified before the end of employment. Older em-
ployees are more likely to lose their job duatmomation Industries with a higher probability of auto-
mation are therefore suitable for targeted training programs for older employees. In addition, older
people are less likely to be considered for jobs that are heavily influenadifibial intelligencéOECD,

2025). This is where further training for older people can come in. In view of longer vbiwgiaghies

and a rising proportion of older people in the working population, these reasons are becoming increas-
ingly important and argue for greater support for continuing education for older workers.

Theloss of wagedue to structural change and the loss of employmemamufacturingcan lead to a
polarizationof wages. Lowage employees switch more frequently to less knowledgmsive ser-
vices and thus experience higher wage losses. The wage losses when switching to less kntemedge
sive services are twice as high as when switching to knowiledgsiveservices. For lowage em-
ployees, wage losses have increased over time (Helm et al., 2023). In Austria, switchingdd<abn
services was associated with wage lossee¢tion8.5). Wage polarization could be counteracted with
a focus on supporting employment changes forleage employees and older people.

Structural change is taking place to varying degrees in diffezgitnsandlocal labor marketseven

when comparing the federal stateggection8.3). In some regions, structural change took place more
strongly, in others even in the opposite direction, so that the proportion of employmeairinfactur-
ingincreased. Both developments can go hand in hand with successful and unsuccessful development
of the region, and the adaptability of the regions varies (Dauth and Studekum, 2016; Gagliardi et al.,
2023; Yi et al., 2024). Thetent of structural changend theadaptability of the regiomust be taken

into account in economic policy support for structural change.

Programs to promote sector change for specific groups can be established and further developed ac-
cording toevidencebased criteria This can be borrowed from the extensive evaluation research of
labor market measures (see Card et al., 2017). The effects on program participants of existing and new
programs should be examined using suitable comparison groups. In order to evaludftectheepess

and efficiency of the programs and prioritize measures based on this, it is necessary to compare the
labor marke policy impact with the costs of the measures. Eppel et al. (2022) provide an example of a
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comprehensive evaluation for Austria (2ABL8). The study takes into account income losses and
gains, costs of measures and public tax and social security re¥énues.

Studies have emphasized the advantages and positive effesggtofal labor market measurésee

Katz et al., 2020). These are of particular importance in the context of structural change: Sectoral labor
market measures have the special feature of providing targeted training for jobs with employers for
which there is companwand industryspecifc demand and for jobs that pay abesxerage wages. Sec-

toral measures can therefore be used to specifically address the increase in service industries and oc-
cupaions. In addition, these measures actively counteract the polarization described in the structural
change (item 276). The sectoral labor market measures consist of several parts (esglgcdon
according to basic skills in arithmetic and reading, targeted training, support with job applications, main-
taining contact after the start of employment) and are mostly dimegroups with low educational
qualifications and other disadvantages on the labor markettdiiget group orientations similar to

the groups with a more difficult situation on the labor market identified in this chapter.

Implacement foundationgImplacementstiftungenand jobrelated qualificationgArbeitsplatznahe
Qualifizierunyhave similar characteristics to sectoral employment programs. They are characterized by
the fact that they generally require a specific job \sjlecific requirementswhich forms the starting

point for the promotion. The aim is to provide jadated training for unemployed people that is tai-
lored to the needs of companies, whereby the funding only covers the trainoighe employment

itself. During the qualification phase, the AMS supports the livelihood. There is no obligation to take
them into the company at a later date (Eppel et al., 2022). Other characteristics of the sectoral employ-
ment programs that are demonstrably responsible farcess (preselection, higincome jobs, etc.)
should be integrated.

measures except "aid towards course costs" for measures on the free education market generated more costs than
15 Al t "aid toward ts" f the free educat ket ted ts th
revenue in fiscal terms. Other measures examined: Vocational orientation, basic qualification, initial and furtheattaieing,

job seach, training.
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9. Recommendations of th&ustrian Productivity Board

9.1 Introduction

In its annual report on Austrlacompetitiveness, thAustrian Productivity Boafdcuses ormedium

to longterm challengeshat need to be overcome in order to secure Augirigosition as a business
location and maintain and improve the standard of living of the population. Thif ye@wrt focuses

on structural change. The-ttepth analyses i Part 2 of the report shed light on the effects of inter-
national trade developments and changes in energy prices on competitiveness and location decisions in
manufacturing. The consequences of structural change for employeesnrathdacturing sectoare

also examined.

Themonitoringof Austriak sustainable competitiveness shows thainy dimensionsf economic per-
formance are developin@bustlydespite the prolonged recession. Productivity and investment levels
are high in an EU comparison, but both key indicators fell in 2023 and 2024. Current economic forecasts
point to an end to the recession in 2025, but economic development remains veredudmd char-
acterized byuncertainties Austria also has one of the lowest growth rates in Europe. Abopécal,
competitivenes$as deteriorated de to high wage and energy costs. Furthermore, the tax ratio is one

of the highest in the European Union. This is also reflected in a declining industrial ratio, fvblictyis

fears of deindustrialization in Austria. This trend is being exacerbated by intensifying international com-
petition, structural weaknesses such as a shortage of skilled workers, slow progress in digitalization and
sluggish business momentum. The welfaagests currenthefficient butis under pressure from demo-
graphic change andsing healthcare, care and pension costs. Household incomes are high by EU stand-
ards, but the growing rate of significant social and material deprivation shows that more and more peo-
ple are not sufficiently secure. The labor market developed robusth208dl, but an increase in un-
employment has been observed since 12024. Progress has been made in the development of energy
intensity and renewable energies, but the transformation of engrgysive sectors remains a key
challenge for the location. Inaer to achieve climate targets and maintain social balance, more com-
prehensive measures are needed to ensure competitiveness and social cohesion.

The indepth analyses in the report indicate accelerated pace of structural change in the industry

The structural change can be seen, for example, in the shift in value creation from manufacturing to
knowledgeintensive services and in the transition from manufactuarngnted to serviceand tech-
nologydriven activities within industrial compani&ghile this change has so far been less pronounced
than in highly innovative countries such as Denmark, there are now clear signs of change. They are being
driven primarily by automation, digitalization and increasing technology intensity, which are likely to
intensify further in the coming years. High energy prices and rising wage costs are putting pressure on
Austrian industry in particular. At the samedimaxternal factors such as growing international compe-
tition - particularly from Chinaand the US import tariffs that will apply from 2025 are increasing the
pressure on the entire European industry to adapt. However, due to its heavily industriadinechie
structure, Austria is particularly affected by this. Industrial companies are planning to cut jobs in the
production sector in particular, while knowledigéensive activities such as product development and
product IT are gaining in importance.

This development requires a sense of proportion in economic policy. On the one hand, it is justified to
take shortterm and temporary industrial policy measures tbampensate for competitive disad-
vantagescaused by geopolitically induced distortions of competition and European energy and climate
policy visd-vis norEuropean partners. Government support should always be aimed at attracting pri-
vate investment and not at permanent subsidization. In additr@asures should also be taken to re-
duce the overaltost burdenin order to strengthen price competitiveness. In addition to wage and
energy costs, this also includes the burden of regulatipiisr 31). While a clear, stable and efficient
regulatory framework is important for the economy, it should be associated with the lowest possible
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compliance costs. Simplifications are urgently needed at both European and nationgldenallarly

in energy and environmental law, in order to facilitate and accelerate the transformation. This was also
called for in the Draghi Report (Draghi, 2024) has so far only been tackled very timidly by the Euro-
pean Commission the other hand, it is also necessargltowandactively support structural change

in areas where ecologically and economically sustainable development is not possible edith m
term, without calling into question proven labor and social law standards.

9.2 Priority starting points for a futureriented location strategy

Afuture-oriented location strategyust actively shapstructural changelt is intended to create frame-
work conditions in which existing industrial and technological expertise exp@ededand new com-
parative advantages can be created. At the same time, it must apidductivity growth as the over-
arching goal of all economic and structural policy measheesiuse productivity is the most important
determinant of prosperity and competitiveness.

Productivity potential can be mobilized on three levels: Firstly, thrallgtation and scale efficiency

i.e. a more efficient use of resources and their relocation to activities with higher added value. This
requires functioning product, energy and labor markets as well as an administration that makes regula-
tions efficient, proportionate and stable in ord® ensure social benefits, planning security and low
compliance costs. Secondly, througichnological diffusioni.e. the rapid spread and applicatiof
modern technologies. Investments, digitalization, targeted training programmes and smart follower
strategies are key levers for quickly adopting international innovations. Thirdly, productivity growth is
generated bytechnological changevhich creates new markets, changes existing processes, company
and industry structures and thus triggers a profound structural change towards more efficient produc-
tion methods, thereby raising the lotgrm growth trajectory.

Structural change should therefdoe seen as an opportunity for economic reneWwale governmert

task is to actively shape this change through reliable and innosegadly framework conditions and

to support it with measures. It is crucial tmesearch, technology development, industrial production

and educatiorare closely interlinked in order to promdkey technologiesnd strengtherfuture in-

dustries However, an effective structural policy must not only pursue economic goals, but also take
social and ecological consequences into account. Possible frictions on the labor market and the associ-
ated risks for the workforce should therefore be addressed at an early stage. This results in four priority
starting points for location and industrial policy measui¢s futureoriented research and technology
policy, (ii) the further development of human capital through a skilled labor strategy, (iii) accelerating
the expansion of renewable energies and securing competitive energy prices, and (iv) increasing the
attractiveness of the location through efficient administration and a stronger commitmh&utropean

level to accelerating reforms and measures to strengthen competitiveness.

Futureoriented research and technology policy (RAlstria has a differentiated research and technol-
ogy policy. Nevertheless, the development of international competition and the requirements of the
digital and ecological transformation necessitateréaching adjustments. An effective RTI policy today
requires tailormade solutions that are better suited to the different degrees of maturity, innovation
dynamics and location potential of individual fields of technology. The ability to innovate irythe ke
technologies that are particularly relevant for Austria is a central prerequisite for strengthening the
business location in the long term. Austria is the technology leader in some areas and can achieve this
in others. In other fields of technology, howee, the aim should be to enable companies to use and
adapt new technologies as users at an early stage and to fully exploit their economic potential. A
stronger focus should therefore be placed on areas of strength with high potential, on accelerated and
consistent funding processes, on a broad diffusion of innovations in the economy and on the targeted
gualification of the workforce.
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Further development of human capital through a skilled labor strafEigy Austrian labor market is
facing profound challenges due to digitalization, greening and demographic change, which are mutually
reinforcing. The decline in the working population and the increasing proportion of older employees are
leading to growingeplacement and adjustment requirements. Megdel skills in particular, which are

key to the ecological and digital transformation, are at risk of becoming scarce. Technical, manual and
IT professions are particularly affected by these structural changes. At the same time, insufficient digital
skills, limited mobility and low labor market integration of some population groups make it difficult to
effectively secure skilled workers. Thetar development of human capital is not only economically
necessary in order to ensure innovation and productivity, but also socially significant, as it protects peo-
ple from falling down the career ladder and strengthens opportunities to participatespgity. A
successful response to the aforementioned challenges therefore requires targeted education and train-
ing strategies, better use of the domestic workforce potential, including measures to integrate migrants
into the labor market and measures a&ithat keeping older people in employment for longer. Only a
forward-looking education and labor market policy can ensure that structural change is socially balanced
and economically viable.

Accelerating the@xpansion of renewable energi&nergy policy is also industrial, location and security
policy. Clear expansion targets and their consistent implementation along a predictable time path are
required to secure the location, especially in the endémggnsive industrial sector, but alsor fdata

centers or the electrolysis requirements for the production of green hydrogen. Planning and investment
security are of central importance for all companies in the energy supply and distribution sector as well
as in industry and energgtensive serice sectors. Since taking office, the Federal Government has
taken important steps in its efforts to swiftly implement the Electricity Industry Act (EIWG) and the Re-
newable Energy Expansion Acceleration Act (EABG). Nevertheless, further progress mdistdmtim
nationally and at European level to ensure that the energy transition succeeds and that domestic energy
prices remain internationally competitive.

Coordination at European level for the rapid implementation of reforms and measures to strengthen
competitivenessAustria should advocate measures in the EU that ensure European value creation in
important industries and strategic areas and accelerate the development of European value chains in
key technologies. Eurofiecompetitiveness can only be secured through coordinated measures in these
areas. The deepening of the internal market and new trade agreements are crucial in order to leverage
economies of scale and reduce dependencies. At the same time, additiontsl @féorequired in en-

ergy policy in order to bring about improvements to the-gamopean infrastructure and thus reduce
energy price variation within the EU on the one hand, and to shape the market design beyond 2030 and
adapt it to the requirements of agnergy industry increasingly based on renewable energies on the
other. Fafreaching simplifications, a reduction in excessive European regulations and measures to scale
innovative markets within the EU are also required in order to reduce barriers t@afimmoand invest-

ment.

In its first two reports from 2023 and 2024, thastrian Productivity Boatths already made recom-
mendations that take into account both the various dimensions of productivity development and the
four central starting points of a futw@riented location policy. These recommendations thus address
the production factors capitali€lds of action: investment, capital formation), labor (fields of action:
labor supply, human capital development) and energy, as well as the corresponding factor costs, on the
one hand, and the framework conditions that are decisive for productivity progress (fields of action:
technological progress, business stgs, efficiency and government performance), on the other. They
remain largely valid. An overview is provided/fable9.1 in the appendix to this chapter.

The current productivity report revisits these four starting points, expands on them in key areas of action
and supplements them with specific recommendations. These contain both strategic impulses and con-
crete measures for the lorgrm and sustainable delopment of the business location.
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9.3 Shaping structural change, boosting productivity growth: Recommendations of the
Austrian Productivity Board

9.3.1 Reorientation of research and technology policy (RTI) through fatigeted priorities and
consistent funding approaches

Background

318 Austria is among the EU leaders in research and development expenditure, both in terms of overall
economic expenditure and research expenditure in the corporate seciieng 36). The sum of direct
state support and tax relief for R&D expenditure is also high in an OECD compadte&ari§8) and
has increased significantly in recent years. Federal funding for basic and applied research in Austria has
increased by 55% in hominal terms since 2017 (Budget Service, 2024). Nevertheless, in terms of country
sizeweighted indicators dhnovation output, Austria is only in the middle of thed&d is well behind
global leaders such as Sweden, Switzerland, the USA, South Korea, the UK and Japan (Bello et al., 2025).

319 In recent years, Chirgindustrial expansion in particular has played a major role in loeatiated
decisionyg y items 136ff and153) and the innovation activityy(tems 140ff and143) of Austrian com-
panies. In terms of the number of patent applications per inhabitant, China is still well below the EU
average despite massive growth in recent years, but in 2023 China already has the highest proportion
of the most influential research plications globally in a large number of innovative high technologies
(Wong Leung et al., 2024). This development is in line with the "Made in China 2025" strategy of the
State Council of the PeofieRepublic of China, which aims for Chigdobal technology leadership in
selected key industries, {tem 97). Ching focus was particularly evident in an increase in innovation
funding for companies in prioritized technology fields (Li and Branstetter, 2024).

320 Such a focus in research and innovation funding is not very pronounced in Austria in an international
comparison, measured by a relativhaigh proportion of undifferentiated fundingy means of tax in-
centives (OECD, 2024item 168). Based on current strategy reports by the Federal Ministry of Finance
(Federal Ministry of Finance, 2023; 2025), there are also no signs of a change in the weighting between
tax incentives and targeted research funding, although recent evidence (Kggsethaii, 2020) under-
lines thepositive effects of notax research funding Austria. In particular, in view of Austiax-
pected high budget deficits in the medium term (Fiscal Council, 2025), no further expansion of the nom-
inal research funding budget is planned from 2025. According ®ttheegy Report 2025 to 2021Bis
means a real decrease in the planned budget of the central research and research funding institutions
in accordance with the Research Funding Act. The RTI pact, which will apply from 2027 and determines
the budget for these institutions, is currgntieing negotiated.

321 Applied research in Austria covers a wide range of topics. However, in order to increase their impact, it
is important to sepriorities in selected areas and achieve a critical nmaggse. A strong innovation
base in particularly relevant key technologies is crucial for the future viability of the business location.
The definition of priorities and the associated prioritization of Austrian research funding provided for in
the government progran@p. 40ff) should contribute to a stronger focus on innovation efforts. In Ger-
many, a corresponding focus has already been set recently as part-ifjtheech Agenda Germany

322 Austria is already well positioned internationally in individual fields of technology stiteeggths need
to be consolidated, differentiated and further developedother areas, there are real opportunities to
achieve technological leadership in the medium to long term. This potential must be consistently utilized
and expanded.

323 At the same time, Austria will not be able to assume the role of technology leader in many key technol-
ogy fields. This makes it all the more important to position domestic companies as early adopters or
system integrators so that they can quickly adopttkefinologies and exploit their value creation po-
tential for the location. Instead of relying on expensivieanse developments, the focus in such areas
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could be on the development témart follower" strategies.e. the rapid, broad and efficient applica-
tion of artificial intelligence in industry, research and administration, for example.

Disruptive, highrisk research activities are of great importance for significant technological leaps. With
such research activities, projdsased funding reaches its limits: It is bureaucratic, slow and offers com-
panies too little planning security. Tien here is to create flexible funding instruments that accompany
innovators through various stages of the innovation proeegsseduce uncertainty with regard to the
continuation of state support.

In order to exploit the economic potential of research activitiesetiteepreneurial exploitation of re-
search resultss crucial. A central intention of tli®iropean Innovation Ais therefore to facilitate and
accelerate the commercialization of research results. In this context, cooperation between industry and
basic research in university institutions is of great importance. Existing programs, such as those of the
Christian Dopler Research Association, are successful with regard to the probability of patenting pub-
lications as an indicator of the entrepreneurial exploitation of research results. However, due to the
short funding periods of three years under the RTI pact, thareaiion of funding programs (e.qg.
"Transfer Science to Spiff") is subject to significant uncertainty (see FORWIT, 2025). Against this back-
ground, the current government program (e.g. p. 193) provides for an extension of the validity period
of the RTI pct and the guaranteed funding periods of central research funding institutions in accord-
ance with the Research Funding Act.

Setting priorities in research fundirfgublic funds should increasingly be directed
towards areas that contribute to the deepening and diversification of existing areas
of strength and the development of technologies that are strategically relevant for
the location. In the medium to long terthe development of key technology fields
should be promoted in which Austria has the opportunity to achieve technological
leadership on the basis of existing scientific expertise or existing domain knowledge
and thusbuild up new comparative advantages in international trade. The thematic
focus should support transformation processés particular the digital and eco-
logical transformationand be reflected in the new RTI pact. The funding programs
should be desigrieto be open to all technologies and offer the funding recipients
sufficient flexibility in terms of content to be able to adapt to a dynamically changing
technological environment within the framework of the funding. Furthermore, out-
put and impact indicatrs should be given greater consideration in the allocation of
R&D funding (e.g. to avoid deadweight effects) and sufficiently long funding periods
should be ensured.

Set up key technology clustérhe thematic focus on key technologies is intended

to promote the creation of scientific and industrial communities that also cover dif-
ferent stages of integrated value chains by establishing key technology clusters. It
should be possible to combine sepi@ funding pillars (FWF, FFG, aws) flexibly and
unbureaucratically along ambitious development concepts. Regulatory sandboxes
that provide simplifications for innovative companies for limited periods of time can
support the @velopment of such clusters.

Strengthen technology diffusion and targeted application of modern key technolo-
gies:The strengths of the Austrian location should be used strategically and devel-
oped further in a targeted manner. By linking these with modern key technologies
- especially in areas where there are currently technological backéogsting lo-
cational advatages such as industrial skills, domain knowledge and qualified
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specialists can be expanded and strengthened by rapidly integrating technological
developments into existing technologies and products.

Enable flexible combination of funding instruments across the innovation process:
To improve innovation performance, flexible funding instruments should be devel-
oped that cover the entire innovation procedsom the idea to the marketand

are geared towards measurable milestones, e.g. on the basis of competitive stage
gate approachkst®that accompany innovators through different innovation phases
and also flexibly combine instruments from different funding institutions.

Ensure greater scalability through coordination with European initiativesoving
support for companies and close coordination with European initiatives, such as the
EIC Accelerator, should ensure increased scalability, visibility and impact, especially
for disruptive innovations.

Strengthen cooperation programs through longer financing perigdsablished

and successful cooperation programs between university research and industry
(Christian DoppleResearch AssociatioffFG Comet) should be strengthened
through extended funding guarantee periods (performance and funding agree-
ments).

Promote the adoption of innovative technologies through incentives and training:
Specific qualification measures should support companies in building up the skills
and necessary expertise to accelerate the adoption of innovative and productivity
enhancing key technologies (e.g. artificial intelligence). In addition, specific incen-
tives for investments in innovative technologies (e.g. special depreciation rules)
should be created.

Promoting innovation through public procuremeRtiblic procurement is a largely
untapped lever and should be used strategically to promote innovation, especially
in the context of missicoriented policy approaches.

Relevant recommendations of the 2023 and 2024 productivity reports

326 The Productivity Report 2023 recommended the use of research and development to further develop
areas of strength and to make greater use of diversification potential (E11). In order to promote the
growth of innovative, technologptensive stardups, corprate law and regulatory measures to
strengthen the venture capital market (E14) and a review of-statje financing instruments for trans-
formative and delayedeturn technologies were also recommended (E15). In addition, the Productivity
Report 2024 reemmended that research and technology policy should focus on the further develop-
ment of energy technologies (ES8).

9.3.2 Increasing the labor supply and developing human capital by improving basic qualifications,
apprenticeship training and an active labor market palisyructural change

Against the backdrop of the structural change that can be observed, the entirety of labor market and
education policy is challenged. These include, in particular, measures to remove obstacles and create
incentives to expand the supply of labor, the exganaind adaptation of education policy to changing
requirements as a result of the digital and ecological transformation, improvements in access to educa-
tion and the integration of socieconomically disadvantaged groups into the labor market and the pro-
motion of qualified immigration. The 2023 and 2024 Productivity Reports contained various recommen-
dations on these areas of labor market and education policy (Jedle9.1 in the appendix to this
chapter). The following recommendations supplement these.

116 A research funding instrument in the sense of a stgge approach provides funding for the entire development process
of a product from the idea to the market launch. Funding is released in stages and is linked to the achievement of certain
milestonesn the development process.
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9.3.2.1 Increase labor supply, establish basic qualifications

Background

In manufacturing dependent employmertell by 13,400 people or 2.1% in the 12 months from June
2024 to June 2025, starting from 640,000 people (AMBBction8.6). In all other sectors of the econ-

omy, employment increased to varying degrees, resulting in a small increase overall. However, this was
overshadowed by the increase in the number of people in employment, so that overall the proportion
of people in emplayent as a percentage of all people in employment fell and the unemployment rate
rose as a result.

Since the beginning of 2024, the reduction in employmentanufcturinghas been accompanied by

a longerterm shift from production occupations toward secondary knowledignsive service&Em-
ployment growth irmanufacturingvas stronger in subectors with higher technology intensitygec-

tion 8.4). In the servicsector, there is a shift from primary services to secondary services, and increas-
ingly towards knowledgmtensive services. Primary services directly support the production process
with practical activities such as sales, cleaning or transportation. @eg@ervices require a high level

of qualification and involve complex knowledge work. Unemployment and leaving the laboy &&ce (

tion 8.5.3 y section8.6) more frequently affects people who have at most a compulsory school leaving
certificate. The unemployment rate is particularly high for people with ho more than a compulsory
schoolleaving qualification and has risen more sharply recengg¢tion8.6). Higher levels of educa-
tion, which require basic qualifications, offer better employment opportunities. Both apprenticeship
training, which is important for the recruitment of skilled workers, and initial and further training for
adults require basic glifications.

In view of demographic developments and the need for workers for the digital and ecological transfor-
mation, anincrease in the demand for midvel qualificationss expected. This need can be addressed

by training measures for people who have completed compulsory schooling or less. Basic qualifications,
language skills and basic digital skills are prerequisites for participation in qualification measures (Bock
Sclappelwein et al., 2025).

Basic qualifications are of great importance as a basis for further traimingpr meeting the demand

for skilled workers (Boekchappelwein et al 2025, Rechnungshof 2024). For example, the Court of Audit
(2024) recommends targeted monitoring to identify pupils with inadequate numeracy and literacy skills.
According to the Mintsy of Education, thelhdividual Competence Measurement Plhas already
created a corresponding monitoring system (Rechnungshof, 2024). Based on this, individual support
requirements would be addressed. In addition, the school entry screening that already takes place dur-
ing school enrollment enables the use gbort measures before the start of school.

Thelack of basic qualificatioms Austria has worsened significantly over the last decade. In particular,

the basic skills in reading and everyday mathematics measured in the PIAAC survey of adults have dete-
riorated among those with at most a compulsory scieaving certificate: Inelading, the proportion

with the lowest reading literacy level (level <1 to 1 of 5 levels) increased from 25% to 43% between
2011/12 and 2022/23; in everyday mathematics from 27% to 39% (Statistics Austria, 2024a). The entry
requirements for vocational education and training, measured by the performance and competence
level of 15yearolds in the PISA study, have deteriorated in recent surveys. Compared to the EU aver-
age, the situation has improved (Dornmayr, 2024). In th@ 208/e, however, a significantly higher
proportion did not reach level 2 "Basic skills" (compared to 2012): Mathematics 24.9% (2012: 18.7%),
reading 25.3% (2012: 19.5%), natural sciences 22.7% (2012: 15,8%). A lack of basic qualifications hinders
the competion of further education after compulsory schooling. In addition to basic math skills and a
lack of German language skills, a comprehensive basic qualification may also require offering career
coaching and career counseling. Basic skills such as piipandireliability can also be taught.
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The range obasic education programs in Ausisaxtensive, centrally coordinated and widely distrib-

uted regionally. A considerable part of the existing offer is funded by LeveAdift Education a
cooperation between the federal government and the federal states in accordance with ArtY@ha B
-and is free of charge for participants. Nevertheless, the existing demand exceeds the available supply,
especially with regard to courses for people at the beginning of the literacy process. At the same time,
there is a lack of awareness of the existiffgr, especially among people with German as their first
language and a need for basic education.

Ensure target groupriented teaching of basic qualificatiofismust be ensured

that the target groups of existing measures are actually reached and that they are
informed about the opportunities for acquiring and the benefits of basic qualifica-
tions. The needs of those who have at most a compulsory school leastifigate
should be specifically addressed. Individual obstacles to acquiring further educa-
tional qualifications must also be taken into account.

Avoid deficits at an early stageindings from the school entry screening, the "IKM
Plus" and the deficits identified by the AMS should be analyzed and processed ho-
listically with regard to the acquisition of basic qualifications and the associated
costs. The effectiveness of early @hidod education and upbringing must also be
taken into account. The education system must ensure that sufficient basic qualifi-
cations are available at the end of compulsory schooling. With this in mind, appro-
priate resourcesnust also be made available for the effective and sustainable ac-
quisition of basic qualifications.

Relevant recommendations of the 2023 and 2024 productivity reports

Previous productivity reports have already recommended providing primary and secondary schools with
sufficient resources to ensure higality education for all pupils (2024: E9). Schools with a high pro-
portion of pupils from socieconomically disadvargad backgrounds should receive additional funding

in order to deal with the associated challenges in a targeted and effective manner. The central im-
portance of early childhood care, education and upbringing was particularly emphasized. This prevents
the development of a lack of basic qualifications at an early stage (2023: E35, E37, E38, E39; 2024: E9).
Further measures should increase the necessary supply of teachers as well as the attractiveness of the
teaching profession (2023: E36).

9.3.2.2 Promoting apprenticeship training

Background

A quarter of companies in OECD countries state thathtadyserious bottlenecks in filling vacandies

the period 2022023; in Austria, the figure is 33% (fourth highest). Severe shortage means that all or
most- as opposed to few or non&acancies were difficult to fill. Since at least 2010, the labor shortage
in OECD countries has been increasiagjqularly in sectors with a high proportion of highly qualified
employees ("high skills sector"), but it is also increasing in the sector with a fopertion of highly
gualified employees ("low skills sector") (OECD, 2025). According to thddBdk force radar, 78% of
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companies in Austria were affected by labor and skills shortages in 2025 (53.5% rather strongly or very
strongly) (Dornmayr and Riepl, 2025).

In the WIFO industry survey, Austrian companies stated thairtend to cut the most employees in
productionover the next 5 years. The largest increase in employees is planned in innovation and re-
search and in productieariented IT (including software as a produdtyo areas that can be assigned

to the knowledgéntensive services occupational grouséction8.6.1). These futureoriented devel-
opments correspond to the downward and upward trends of the occupational groups in the period
2011-2024 (y section8.4). On the other hand, the most significant challenge in the search for qualified
employees is the low number of applications with the necessary skills. The industry survey thus shows
that the shortage of skilled workers continues to exist and is expexiadrease.

Apprenticeship training is an essential pikarmeeting the demand for skilled workers in the industry
(Schmid and Petanovitsch, 2025). Despite a decline in the number of employees with an apprenticeship
as their highest educational qualification, the continued high demand for employees with an-appr
ticeship qualification is reflected in various indicators: The relative increase in the unemployment rate
among employees in industry was lower for apprenticeship graduates than for BMS, BHS, AHS and uni-
versity graduates (Q1 20231 2025; AMDBy section8.6). The most common difficulty is finding suit-

able employees with an apprenticeship qualification (2025: 60.9%) and this share has increased com-
pared to previous years (2024: 59,4%, 2023: 59.1%; Dornmayr and Riepl, 2023, 2024, 2025). Important
reasons for ie reduced number of apprenticeship vacancies are demographic developments and a
trend towards schodkaving qualifications and university studies (Schmid and Petanovitsch, 2025).

Thepermeability between apprenticeship training and higher educatists in principle, but does not

take place very often. On the one hand, doas should be better informed about the opportunities

for apprenticeships in industrial companies, and on the other hand, the recognition of academic
achievements should begmoted. The recognition of (partial) academic achievements in the form of
micro-credentials for icompany training or apprenticeships would be one way of addressing this prob-
lem. On theother hand, attractive apprenticeship training that does justice to the tertiarization of the
education system should create better opportunities to follow on from apprenticeship training with
further educational opportunities (Schmid and Petanovitsch52®5% of newly admitted domestic
students enter university or university of applied sciences via the Berufsreifepriifung (Statistics Austria,
2024b). This corresponds to 6% of apprenticeship qualifications (Statistics Austria, 2024c). There is also
little permeability in the opposite direction: The proportion of apprenticeship starters with a-school
leaving certificate/entrance qualification is 2.6% in Austria and 28.5% in Germany (both 2022; Dorn-
mayr, 2024).

Improved access to apprenticeship training should be created in particular for people who have only
completed compulsory schooling, given their high share of the labor market and their poorer chances
on the labor market( sectiors 8.5, 8.6). At the same time, this can help to meet the demand for skilled
workers, particularly in connection with structural change, and the poor career prospects of this group
of people. This is because higher qualifications after compulsory schooling redideEheate and
increase the income of lepaid employees.

Promoting access to apprenticeship trainifgr people who do not complete fur-
ther education after compulsory schooling, access to apprenticeship training should
be comprehensively promoted, among other things by establishing the required
qualifications for apprenticeship training.
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Target grouporiented information A comprehensive program to reach the target
group and provide relevant information on possible training paths and directions
should be developed.

Increase the attractiveness of apprenticeship trainiig attractiveness of appren-
ticeship training should be increased through quality assurance of the training con-
tent and good working conditions.

Strengthening the link between apprenticeship training and higher qualifications
The link between apprenticeship training and higher qualifications should be im-
proved. This should be achieved both by increasing the transfer of people with a
university entrance qualification/matura to apprenticeship training and by increas-
ing the perneability of apprenticeship training to higher education.

Strengthen the range of apprenticeshipscentives need to be created for compa-
nies to provide more apprenticeships.

Relevant recommendations of the 2023 and 2024 productivity reports

The aspect of meeting the demand for skilled workers was often addressed in previous reports by mak-
ing better use of the labor force potential. To this end, it was recommended to improve the care situa-
tion for children and relatives, to adjust working ot life expectancy, to increase the labor market
integration of foreign nationals, to expand the acquisition of qualifications, including at the AMS, to
improve healthcare, to avoid tax breaks for garte work and to distribute unpaid work equally be-
tween the sexes (2023: E32, E39, E41, E42, E45, 2024: E10, E11).

9.3.2.3 Srengthening active labor market policy in structural change

Background

Regions and industries are affectlifferently by structural chang®ue to the regional nature of the
workforce and its limited mobility, increases and decreases in labor requirements are not fully offset by
regional shifts. If the activities of occupations undergo structural change, the regions are dependent on
the adaptdility of the workforce and the availability of employees in other regional sectors. Adaptability
differs according to training and target qualification, among other thingsdtion8.3).

Sectoral labor market measurese targeted at specific sectors or occupational groups and offer par-
ticularly promising approaches for an active labor market policy in the context of structural change. They
enable targeted qualifications for occupations with consistently high demarabaweaverage wages,
particularly in growing service sectors and sereitented occupationsy(section8.4). By focusing on

the workplace and supporting disadvantaged groups, sectoral labor market measures help to reduce
labor market polarizationy(section8.7).

With the labor foundationgArbeitsstiftunge)y Austrigg active labor market policy offers instruments

that supportregional and sectespecific adjustment processes the labor market as a result of struc-

tural change whether after a significant reduction in staff (outplacement foundations) or to cover an
increased need for skilled workemnlacement foundations) (AMS, 2024). Tddeor foundations are

jointly designed and implemented by the companies concerned, regional labor market policy players
and local authorities. The aim is to provide continuoupesrifor participants from career orientation
(outplacement) and the personnel selection process (placement), to training and further education in
theoretical and practical parts, right through to the job search. The support and training offered for this
can last up to three years and is usually financed by the company. The federal states and municipalities
often also participate, daborfoundations contribute to regional and structural development beyond
individual support. During participation in aufmlation, the AMS secures the livelihood of the partici-
pants.
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Laborfoundations make targeted contributions to coping with structural change by providing qualifica-
tions that can be used in a targeted manner between companies that are downsizing and those seeking
personnel or within a region. The regional focus of the omeasmakes sense in order to take into
account the limited willingness or ability of employees to be mobile at work. Due to limited mobility,
gualifications must be adapted where existing qualifications are less in demand and at the same time
there isa shortage in other specialist areas. A comprehensive evaluation shows the positive employ-
ment effect oflaborfoundations and recommends their extended use (Eppel et al.,’2022)

The other AMS training measures considered in this evaluation also have a positive effect on individual
labor market participation, but are associated with additional fiscal costs in the short term (Eppel et al.,
2022). The selection of instruments shob&lbased on effectiveness and efficiency. Existing success
features should be promoted and further promising features should be introduced. Above all, this in-
cludesclose cooperation with the companigést are eligible for recruitment in order to respoiactthe

specific demand for labor regionally and with regard to the required qualifications. Other sectoral labor
market measures in addition to theborfoundations include jobelated qualificationsXQUA), skilled

worker scholarshipgualification supporfor low-skilled and older employees or thepulsQualifizier-
ungsverbund (IQYa network of several companies that identifies indusigcific training needs and
develops coordinated qualification measures for employees. In the further application and future design
of all instruments, training and further education should coviemgerterm need for qualifications,
which is reflected in permanently higher wages.

The core statutory task of the AMS is gt@cementof unemployed persons (AMSG 8§ 29; Federal Min-

istry of Labor and Economic Affairs, 2023). However, qualification measures are becoming increasingly
important as a result of structural change. To ensure that labor market policy measures have a positive
ecoromic impact in the long term, the decision between placement and qualification should be based
on longterm individual employment opportunities section8.7). This requires adequate funding for

these measures.

Close cooperation between the AMS and employ@lsse cooperation between

the AMS and employers for the initial and further training and (re)qualification of
workers- while ensuring that skilled workers can be deployed throughout the in-
dustry- is a prerequisite for the targeted reduction and prevemtdf skills short-

ages and the development of the qualifications required in the future. The existing
instruments oflabor foundations(Arbeitsstiftungehand jobrelated qualification
already represent adequate approaches for the requalification of wofkercer-

tain sectors and regions and should be provided with the necessary resources for
further strengthening.

Promote opportunities for advancemefutp-skilling should not be given lower pri-
ority than (immediate) job placemer@ualifications should be geared towards oc-
cupations that will be in demand in the future and in the long term, and which en-
able higher wages. By upgradimgskilling AMS measures could be geared more
towards occupations in demand and meeting the demand for skilled workers, espe-
cially in the areas of digital skills, STEM and green skills, and achieveadonger

170n April 9, 2025, thiederalgovernment announced an expansion of-jelated qualifications in foundatiorarbeitssti-
tunger) and a new edition of the Environmental Founda{idmweltstiftung from 2026 as part of the Council of Ministgrs
presentation 6/11.
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positive wage effects for the people receiving support (AMS, 2025). A foitus on
mediate job placementan hinder these goals. The federal government should set
a priority in the labor market policy targets (AMSG 859 para. 2) that promotes the
gualification measures of the AMS.

Social securityThe federal government should take measures to provide social se-
curity for people in the phase of structural change. In addition to the proven instru-
ments of the welfare state, the focus should be placed more on activation and qual-
ification measures. Tham is to combine structural change with opportunities for
advancement and social mobility instead of slowing it down through passive trans-
fer payments.

Conduct impact analyseg/hen implementing the measures, suitable data should
be collected using highuality designs, ideally including randomized controlled tri-
als (RCTs), and impact analyses should be carried out.

Improve understanding of the need for skilled workérsorder to improve the un-
derstanding of the demand for skilled workers, it is necessary to administratively
collect data on occupations from employers. This could be done by reporting this
data to the social security authorities when registering.

Relevant recommendations of the 2023 and 2024 productivity reports

An expansion of professional reorientation and qualification was recommended, particularly in areas
with a high shortage of skilled workers (2024: E10).

9.3.3 Accelerating the expansion of renewable energies through foraaidng and consistent
energy planning, measures to secure exfctive energy and an increase in energy
efficiency

9.3.3.1 Implement futureoriented and consistent energy planning to secure the industrial and
technology location

Background

The sharp rise in energy costs, particularly for electricity, represents a considerable competitive disad-
vantage for many Austrian industrial companies. Together with climate policy and the requirements of
the energy transition, they aeecelerating structural change in the indusiiany companies are plan-

ning to cut jobs and relocate productionifems 185 and 188). The potential for increasing energy
efficiency with a given technology can provide relief, but is not enough to ensure tHerongom-
petitiveness offfected companies. Direct support measures by the public sector entail the risk of de-
laying structural change and should therefore only be implemented in the short term and to a limited
extent. Futureoriented and consistent measures in energy policyrd@tes whether energyntensive
production in Austria can be made economically and ecologically viable. Many companies are facing
challenges in implementing their decarbonization plans, as there is currently not enough efr@ssion
energy availabldt istherefore necessary to accelerate the energy transition in a targeted manner and
make it more efficient in order to secure the industrial base and avoid future competitive disadvantages.

In view of the current industrial crisis, there are increasing political calls at both national and EU level to
slow down the energy transition, for example by furthestponing the European Emissions Trading
SystemETS 2) to ease the burden on companies. However, the resulting cosodiifiave a coun-
terproductive effect in the medium ternas it would limit important incentives to build up key techno-
logical expertisefor example in the areas of renewable energies and hydrogen. As a resuliytidae

be a risk of falling behind competitors from the USA and China. In China in particular, renewable energies
and gases are being massively expanded in line with government requirements.
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A stable energy supply and competitive energy priegsire a clear prioritization of grid infrastructure,
storage technologies and system integration. What is needed is a coordinated expansionafamgh

lines, flexibly controlled distribution grids, electrolysers and dscgée storage facilitiesailored to the
generation of wind and solar energy. This is complemented by a functioning European internal energy
market, binding expansion targets and sufficient investment capital for productianfeastructure.
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ergy, not only for energitensive industries, but also for technolemyented companies that use pow-

erful and energyntensive data cders.

Due to the electrification of industry, transport and heating, various estimates assareethan a
doubling of electricity consumptian Austria by 2040 compared to 2023 (approx. 61 T¥¥h).con-

trast, the Renewable Energies Expansion Act (EAG) only provides for an increase of 27 TWh by 2030. In
view of the estimated dimension, even the more ambitious plans in the Austrian Grid Infrastructure Plan
(ONIP), in which demand is set at 39 TWnigol 20262030), would not be sufficieAt? It should be

noted that the energy requirements of data centers, which are an important pillar of the digital trans-
formation, have not even been taken into account in these calculations. This discrepancy between the
planned expansion of renewable energygration and the forecast consumption could lead to a grow-

ing imbalance and requires an acceleration in the expansion of renewable energy. This uncertainty
makes it difficult for companies to plan investments not only in grid expansion, but also ifngwitch
from fossil fuels to Gheutral energy sources.

The expansion of renewable energies is currently very dynarinér(73) and thetarget paths of the
Renewable Energy Sources At likely to be achievable according to thenitoring report on the
Renewable Energy Sources Expansion Actonfol. However, the report also points talivergence
between the actual and planned expansion pathgechnology. The expansion is currently being driven
primarily by the growth of photovoltaics, while the expansion of hydropower and wind power is lagging
behind the target figures. If this gap is not closed, the requirements for grid expansiorreaienas

will the need for reserve power plants due to the higher volatility in electricity generation. It must there-
fore be ensured that the different deveiment of the expansion paths does not increase the need for
infrastructure investments.

Although the security of electricity supply in Austria is currently classified as stable and no increased
risks of supply bottlenecks are foreseeable in the short term, there are growing challenges in the me-
dium to long term due to the restructuring of teeergy system (see®ontrol, 2024). In particular, the
increasing proportion of volatile renewable energies, seasonal fluctuations and limited storage and grid
capacities are pushing existing grids to their technical limits. Igfitéxpansion isdging behind the
expansion of renewable3he longerm increase in the number of interventions required in power
plant management indicates a corresponding strain on the electricity grid. These are already causing
high economic cost€’ Investments in generation, grids, storage and flexibility options are urgently
needed to guarantee supply in the future and ensure stable framework conditions for investments in
the electrification of industrial processes. Overall, security of supphingtigh. However, the inte-
gration of renewables into the electricity system will resultreppéd need to expand the grid infrastruc-

ture, the need for a flexible and efficient demand management system and extensive investment in
storage technologies

18 Energy balancesSTATISTICS AUSTRHe information managers

19The ONIP "Transition" scenario even envisages additional electricity demand in industry of 12 TWh per year, 22 TWh in the
mobility sector and 16 TWh through national hydrogen production (Federal Ministry for Climate Action, Environment, Energy,
Mobility, Innovation and Technology, 2023, p. 33).

120 over 80% of the expansion of renewable energies is currently taking place in eastern Austria, while pumped storage is
located in the west. This results in grid bottlenecks within Austria. An efficient, digitally controlled transmissitre ggfdris

required for stabilization.
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Thedraft of the Electricity Industry Act (EIW@lyeady contains important elements that create the
necessary conditions for accelerating the expansion of renewables. The options already provided for
flexible demand and grid management as well as the expansion afidegritly use of storage facilige

are important steps towards ensuring the stability of the electricity grid and security of supply in Austria
and should not be restricted in the final version of the law. The law should be passed quickly. As already
statedin the Productivity Report 2023, Parliament has an important responsibility to ensure that rele-
vant twothirds matters are negotiated and resolved swiftly.

Restrictive regulations on spatial energy planning in individual federal states are leading to considerable
delays in the expansion of renewable energies and are resulting in a strong concentration of the expan-
sion of renewable energies in eastern Austriee ministerial draft of thRenewable Energy Expansion
Acceleration Act (EAB@)es provide for the legally bindidgsignation of acceleration arelg the

federal states for photovoltaics and wind power. However, the planned generation benchmarks remai
non-binding and in some cases are set so low that they fall short of the existing expansion targets. In
order to achieve the expansion targets of the EAG by 2030, a nationwide standardized, legally binding
energy spatial planning is required, which,ddifion to the rapid designation and expansion of accel-
eration areas, also includes repowering measures and the development of new areas. It is also crucial
that the generation benchmarks set out in the law are underpinned by clear obligations and mgnitori
mechanisms so that deviations from targets can be identified and counteracted at an early stage. Ulti-
mately, the success of the EABG depends to a large extent on its implementation at state level and on
sufficient human and technical resources in trenplng and approval authorities so that the acceler-

ated procedures can actually take effect.

The transformation of the energy system requadaptive overall planning that integrates production,
consumption, storage and grid expansion across all local authority. [Evets is considerable uncer-
tainty regarding the future demand for renewable energy, green gases and hydrogen. Expansion along
the forecast maximum paths would require a sharp increase in annual investment and entail the risk of
sunk costs. At the samantg, a clearly defined development path is essential to provide industry with
reliable framework conditions and planning security for decarbonization measures, especially in energy
intensive companies. The creation of a credible development path beyond the 2040 planning horizon
requires the consistent linking of generation and consiongargets with strategies for the expansion

of storage and grid infrastructureembedded in a coherent and legally secure planning framework. In
view of the complex and often overlapping requiremeffitsm electricity and heat supply to hydrogen

and @s grids and mobilitycrosssector, dynamic control is required. An evidebhased approach en-

sures that expansion targets remain realistic, resources are used efficiently and bad invesfionents
example due to misjudgements in electrification trendsndustrial site developmentare avoided.

This shoul@nsure longerm planning and investment security for Austrian induatrgt the energy

sector

Integrate regional energy infrastructure with supragional and nationadystems:
Theoverall planningbjective should primarily be to ensure the coordinated, inte-
grated provision of energy infrastructure acrosseadls of government.

Align renewable expansion pathgth expecteddemand: The expansion of renew-
ables must be adapted to the expected consumption and harmonized across tech-
nologies.

Standardize spatial energy plannifigatial energy planning should be standardized
nationwide, made legally binding and harmonized with the expansion paths.
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Monitoring the implementation of the EABBhe implementation of the EABG
should be ensured by coordinatiand monitoring the generation benchmarks of
the federal states.

Align generationbenchmarks in the EABG with expansion patys: Under the
EABG, theprescribed generation benchmarks of the federal states should be
aligned with the overall economic expansion paths.

Evidencebased adaptation and adaptive management at project I&egjular, ev-
idencebased adjustment and adaptive management at project level can prevent
the development of both overcapacity and undersupply and at the same time re-
spond flexibly to the dynamics of different locatierier example, by also taking
the eneagy requirements of data centers into account in planning.

Expand storage technologi@&e expansion of storage technologies shouldde
celerated,and gridfriendly use should be promoted through monetary incentives.

9.3.3.2 Setting the course for a sustainable gas supply

Background

Gaseous energy sources remain indispensable, particularly feteehiglerature processes that are dif-
ficult to electrify. Therefore, in addition to the expansion of renewable electricity generation, the devel-
opment of asustainable hydrogen and renewable gas econsntentral to the energy transition in
industry. The expansion of at least 1 GW of electrolysis capacity by 2030 planndd/drdhen strat-
egycovers around 80% of the current demand for hydrogen in indtftdowever, this is not enough

for a complete decarbonization of industrial higmperature processes. In order to catch up with the
target paths of the Renewable Energies Expansion Act, rapid implementation of the Renewable Energies
Gas Act (EGG) and addrrm strategy for demand, production and use would be required. This re-
quires a clear regulatory and infrastructural framewankparticular a hydrogen staup network, stor-

age connections and integration into the EU grid. Due to its high propoftiemewable electricity,
Austria has a locational advantage that should be expl&ited.

At present, however, the relative prices between natural gas and green gases or hydrogen are still such
that the economic incentive for a switch in industrial highmperature processes remains lé# For
§Z]e 8} Z vP U }vS]vulue Jv E ¢ Jv K % E] ] EGu]l]ol]lv3iE &
expensive and climateeutral alternatives more competitive. On the other hand, companies need tar-
geted incentives to replace the use of natugas with electrification where the use of hydrogen or
biogas is not economically viable. As hydrogen is not expected to be available in sufficient quantities
until well into the 2030s, reducing its demand by recycling materials that require hydrodaairfor
production is also likely to be an option. The relocation of particularly hydnogesive production

steps or intermediate products can also be an option, provided that a large part of the added value
remains in the country (cf. Lininger et ab22). However, the increase in demand for hydrogen is also
driven by the low availability of biomethane, as hydrogen and methane are substitutes in many pro-
cesses (AEA, 2021). In view of the expected scarcity of hydrogen, its use in industrial prangsdses sh
be given preference over its use for interseasonal stabilization of the electricity system by operating
electrolysis plants with electricity, as the low efficiency of hydrogen conversion to electricity leads to
high losses.

As it will not be possible to fully cover hydrogen demand through domestic production (see Lininger et
al., 2024), the accelerated expansion and conversion of a -segicmal hydrogen network in

121 Hydrogen E-Control

122 Thedelegated requlation 2023/118kovides in Art. 4 that hydrogen produced in bidding zones with more than 90% re-
newable electricity can be counted as fully renewable.
1235EG Market Report] SERenewable Gases Service Center
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coordination with European partners and the use of existing gas infrastructure for imports should en-
sure that coseffective hydrogen is available in the required industrial quantities, primarily via pipelines.
At the same time, the rampp of the domestitiydrogen and biogas industry should be accelerated so
that costs can be reduced more quickly through learning effects and efficiency imprové&thents.

The political pressure from the USA and Qatar in recent months shows the vulnerability of the EU, which
is increasingly dependent on these countries to diversify its energy supply following the withdrawal from
Russian natural gas. This new dependency opeiopportunities for external players to influence Eu-
ropean climate and sustainability targets. In order to strengthen the resilience and strategic autonomy
of the EU- and thus also of Austriainvestments in the domestic production of renewable enargie
must be significantly increased. In the short term, despite Agsimg@roved position in terms of energy
dependency (item 73), it is necessary to further diversify the portfolio of suppliers of critical raw ma-
terials and energy sources and to expand domestic production in Europe.

Rapidly implement the Renewable Gas Act (EGGjemadop a longerm strategy

for the demand, production and use of renewable ga§#sar regulatory and in-
frastructural framework conditions are requireih particular the establishment of

a hydrogen startip network, connection to storage facilities and integration into
the EU network. The rapid implementation of the EU hydrogengasdmarket
package in the Natural Gas Act (GWG) is crucial in order to create investment secu-
rity and planning clarity.

Promoting the ramjup of the hydrogen economyn addition to investment subsi-
dies, the current state of technology also requires operating cost subsidies to en-
sure longterm investment security. In view of the currently still limited economic
viability of many applications, funding instruments stidnl specifically geared to-
wards pilot and scaling projects.

Assess biomethane potential realistically and from a macroeconomic perspective
It must beconsideredhat various economic sectors are competing for limited bio-
uee E *}uyE +» v SZ 38 (}E& 8« E ]Jv & °<]J]vPOC SpEvV]VP (E}u
sources.

WE}lu}s K %SUE v psladrésponding grédutts should be
bound for as long as possible or recyclédr example by using them in plastics
production or in other durable materials.

Own generation of natural gas to bridge the transition phasboth the European

and Austrian context, ihouse production of natural gas should be promoted to
bridge the transition phase in the energy transition in order to dampen the volatility
and uncertainty of the LNG markets to which Austria and other &tlres have
turned as a result of the Ukraine conflict.

Relevant recommendations of the 2023 and 2024 Productivity Reports on recommendations 5 and 6

The Productivity Report 2023 contained the recommendation to improve cooperation between the re-
sponsible federal agencies and between the federal government, federal states and municipalities and
to define a central steering responsibility for measuregéotogical transformation (E9). The Produc-
tivity Report 2024 contained a recommendation to quickly create a clear legal framework for the

124 Experience from the scaling of biogas use in Denmark can provide valuable, albeit only partially transferable, insights, see
Biogas in Denmark

177

This machine translation was created on November 27, 2025, using DeepL


https://ens.dk/en/energy-sources/biogas-denmark#:~:text=Previously%2C%20the%20major%20share%20of,green.

361

362

363

364

expansion and conversion of the energy system. In particular, it was emphasized that the legal frame-
work for CQcapture and storage should be created (E6).

9.3.3.3 Secure coskeffective energy, increase efficiency

Background

Low electricity priceare anindispensable prerequisit®r the successful electrification of industrial
processes and therefore essential maitigating the observed deindustrialization trends EControlp
longterm analysis of electricity market prices shows, the average market price for electricity in Austria
was relatively stable at around EUR 40/MWh in the decades prior to'2@4%ed on developments

in futures markets, the market price is likely to settle at a level of around EUR 70/MWh, which is well
above the historical average and will continue to have a significant impact on the international compet-
itiveness of the domestiadustry, particularly on neEuropean markets.

The planned Electricity Cost Equalization Act 2025 (SAG) represapigropriate relief measuri

view of the current sharp rise in electricity costs for enémggnsive companies in Austrand is also
necessary to ensure the competitiveness of domestic industrial companies in the European environ-
ment. Fifteen EU member states have alreadyipetlectricity and energy cost relief for enerngien-

sive companies as part of the exemptions under EU state aid law, with numerous programs already in
placeuntil 2030'2¢ Although the linking of the relief to efficiency measures provided for in the law
makes sense at first glance, it is unlikely to lead to significant savings for the companies affected, many
of which are already very energfficient (y item 207), while at the same time increasing the adminis-
trative burden. These measures amy effective in the short ternbut do not address thstructural
causesof high electricity prices, such as the continued lack of decoupling of generation and gas prices
or insufficient grid and market integratiéfi.

Althoughefficiency measureslone are not sufficient to cushion the now higher energy costs, the pos-
sible reduction in energy consumption ofL3% estimated in this report through lgiweshold
measuresi.e. with the given technologgan nevertheless make an important contribatio reducing

energy demand in the production of material godéisch measures should therefore be continued and
strengthened, especially as they also increase added value and productivity by reducing costs. However,
sustainable progress requires investment in technological change and innovation. Funding programs
(e.g as part of the climate and technology offensive) should be increasingly geared towards creating
incentives through the combination of innovation funding and investment grants to combine the in-
crease in technological performance and competitiveness opaoi@s with the reduction of green-

house gas emissions and the replacement of fossil fuels. In view of the scarcity of innovation resources
and the permanent innovation race, which is characterized by the rapid obsolescence of new technolo-
gies (cf. Ando &ll., 2025), companies must use their innovation resources in a targeted manner in order
to survive in this dynamic environment.

Competitive electricity priceare possible in Europe and Austida the pronounced price differential
on the European electricity exchanges from north to south sh&@ountries with a high proportion

25Market price in accordance with the Green Electricity @atrent market priceE-Control It is not the same as the energy
price for end customers and reflects the wholesale price of base load energy.

126, Report from the Commission to the European Parliament and the Council on the functioning of the European carbon
market 2023 (SWD(2024) 264 firltfps://eur-lex.europa.eu/legaton-
tent/EN/TXT/HTML/?uri=CELEX%3A52024DC0538

127 Mario Draghi pointedhis out in hisspeechon Septembefl6, 2025: That may offer temporary relief. It does not fix the
structural reasons why energy in Europe is so expensive."”

128 By the end of October 2025, the average exchange electricity price in the Swedish bidding zones was between EUR 13.51
and 59.15/MWh (Austria EUR 95.51/MWh), in Finland EUR 38.96/MWh and in the Norwegian bidding zones between EUR 7.04
and 71.26/MWh, with pces rising with proximity to mainland Europe,Ecfchange electricity pricedMap | Energy charts

from the Fraunhofer Institute for Solar Energy Systems.
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of renewable energiessuch as wind or hydropoweor nuclear energy can already supply their indus-

trial sector with electricity at significantly lower prices. Renewable energy depresses the price of elec-
tricity when grid capacities are available. Thénrtimiting factor is therefore grid capacity. For Austria,

this means that securing industrial capacities, especially in the einézggive sector, can only be suc-
cessful if the electricity price for industrial companies falls sustainably througmiewtstin renewa-

ble generation capacities, grid infrastructure and the redesign of market mechanisms through the EIWG
and beyond. For this reason, the Productivity Report 2024 emphasized the importance of these fields
of action in energy policy for compétieness. However, while energy prices are falling, competitive
pressure in the industry is constantly increasing. A swift anadtaaitlinated approach to energy policy

with clear objectives is therefore necessary.

The high wholesale electricity prices in Austria are the result of a complex interplay of structural, infra-
structural and marketelated factors. A key driver is tfragmentation of the European internal market

for energy, which is primarily due to limited electricity transmission capacities between the EU member
states in relation to national generation capacitydatbed interconnection rate). The low crdswder
capacities of many EU countries hinder effitimarket integration and lead to considelabrice dif-
ferences between countries, which also affect the Austrian electricity market.

Austria has high capacities in crbssder electricity transmission, but it borders on price zones in east-

ern and southern Europe where electricity prices are particularly high (AEA, 2022). This geographical
location also contributes to the rise in domestholesale prices. In the first half of 2025, the price
difference compared to Germany was EUR 7.8/MWh by the end of October 2025, compared to the most
expensive bidding zone in Sweden around EUR 36.4/MWh and compared to Finland around EUR
55.6/MWh. Theconsequences of fragmentation primarily affect large industrial compamsesheir
electricity costs are based on wholesale prices.

Commercial enterprises, SMEs and above all households, on the other hand, are likely to be affected by
competitive distortions on the end customer market for electricityidentified in the final report of

the joint task force investigating the energy sectoBlYB and £ontrol*?° One of the main points of
criticism in this report is croshareholdings between the energy supply companies. The effect of cross
shareholdings on market prices suggests distortions of competition due to such ownership structures
(v section225). Appropriate measures should be taken to prevent damage to the business location.

Another aspect that was already highlighted in the Productivity Report 2024ssubef viable models

for financingthe high investment requirements for the expansion of renewable energies and the elec-
tricity grids. These are financed via the grid fees, which accumulate for commercial enterprises, SMEs
and above all households across the various grid levels. Althoaidtdctricity Industry Act already
provides for measures to improve predictability and reduce grid efstsexample by extending de-
preciation periods the exclusive allocation of costs via grid fees remains an important factor contrib-
uting to the development of energy prices. In order to limit the financial burden on consumers and at
the same time accelerate the transformation, finagcinstruments should be created that mobilize
more private capital and in particular institutional investors and spread the repayment of capital costs
over as long a period as possible. Green bonds for grid infrastriietursimilar capital market instru-
ments could help to provide a broader basis for financing grid expansion and limit the increase in grid
cost surcharges on the energy price.

In addition, climate and energy policies at EU and national level are creating competitive disadvantages
in nonEuropean markets, especially for energgnsive industries. The most important trading part-
ners outside the EU pursue their climate policyhvess ambitious instruments. In particular, the use
and spread of carbon pricing mechanisms and the coverage.emidSions by such instruments is

129 pwB und Eontrol prasentieren Abschlussbericht der gemeinsamen Taskforce zur Untersuchung des Energiesektors in
OsterreichBWB Bundeswettbewerbsbehédrde

130gee e.gMasterplanEnergy for AustriaWKQ
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stagnating internationally, as many countries have weakened corresponding measures as a result of the
energy crisis (OECD, 2024). In addition, the compensation mechanisms provided by the EU, such as the
carbon border adjustment mechanism (CBAM), will mosuifficient to fully compensate for the com-
petitive disadvantages. In view of the weak economic development, growing competitive pressure from
China, increasing geopolitical uncertainties and insufficient conditions for rapid decarbonization, read-
justmens in the implementation and staggering of measures at both EU and national level are necessary
in order to cushion the resulting accelerated structural change in the industry.

Combine shorterm reliefwith structural measures to reduce casghorttermre-

lief for energyintensive companies should be combined with measures that make
a structural contribution to reducing costor example by accelerating the expan-
sion ofdomesticgrid infrastructure and storage capacities.

Expand transmission gridshe accelerated expansion of the transmission grids in
Austriaand at the European borders is a key prerequisite for the efficient use of
renewable surpluses, reducing price differences between bidding zones and lower-
ing system costs.

Strengthen competition in the end customer markete competitive distortions
identified by BWB and-Eontrol due to crosshareholdings and market structures
require targeted intervention to ensure fair pricing and market transparency.
Strategically linking efficiency and innovation polifiyergy efficiency measures
including lowthreshold measuresmust be continued but should be linked to tech-
nological modernization and competitiveness. Subsidies must steer innovation to-
wards productivity and technological renewal, not just focuseaiuging green-
house gases.

Develop new financing instruments for grid expansidre sole allocation of grid
costs to consumers places a disproportionate burden on SMEs and households.
Green bonds or similar capital marketented instruments should be used to mo-
bilize more private and institutional funds for grid expansion.

Coordinate European climate and industrial policyiew of unequal climate poli-

cies outside Europe and the limited impact of CBAM, greater coordination is needed
to eliminate the undesirable effects of the Eldapandtrade system in interna-
tional competition.

Relevant recommendations of the 2023 and 2024 productivity reports

370 The Productivity Report 2024 contained a number of recommendations for successfully managing the
energy transition, which are still fully valid. It was recommended that the expansion of the energy infra-
structure for the provision of cosfffective energyrbm CQ-neutral energy sources be driven forward
quickly and that competition on the energy markets be promoted (E5). It was also recommended to
develop a concept for financing the energy transition (E7). In the Productivity Report 2023, the Federal
Goverment was recommended to keep an eye on the international competitive disadvantages for com-
panies due to the development of energy prices and to develop measures for-entengywe sectors
to accelerate the ecological transition (E7).
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9.3.4 Intensify coordination at European level for the rapid implementation of reforms and
measures to strengthen competitiveness

9.3.4.1 Supporting companies in opening up new sales markets and strengthening competitiveness
through coordination with EU partners

Background

Thediversification of sales marketsan important strategy for companies in dealing with trade policy
distortions (y item 122) and increasing competitiory tem 151). Companies that sell their products in

a larger number of markets are also less exposed to sudden changes in demand in a market, such as
those that occur due to trade policy distortions. The size of the sales market is also important for the
scalability of innovations and the exploitation of economies of segbeoduction and energy use

(v item 197f). In this context, the increased integration of the European single market plays a key role.

Different national legal frameworks and legal uncertaiafyesent significant barriers for companies

to enter new sales markets {tem 170, 172) and are also still significant within the EU single market
(Adilbish et al, 2024). Economic policy measures that aim to harmonize legal frameworks and increase
legal certainty can reduce barriersentering new markets and thus make it easier for companies to

tap into new sales channels.

In addition tanternational trade agreementastrengthened integration of the European internal mar-

ket and thus a consistent implementation of the current EU internal market strategy plays a decisive
role for Austria in this context ftem 162ff). The central objectives of the EU internal market strategy
are the simplification and harmonization of regulations. In particular, the harmonized implementation
of EU directives into national law is crucial for this.

As an important element of the EU internal market strategydéwelopment and implementation of

an optional and uniform legal framework for companies within the #6 28th regimet is intended

to facilitate crossorder business activitiamtil the first quarter of 2026 (footnote 72). The docu-

ments available to dater€port 2025/2079(INL) of the EU Legal Affairs Commiaegely deal with
company law aspects of the planned legal framework. However, a comprehensive harmonization of
applicable employment law, insolvency law and tax law is also being sought (Sanders, 2025). If the im-
plementation of the 28. regime is based @n EU directive, as envisaged in the report of the EU Legal
Affairs Committee, harmonized transposition into national law is crucial to ensure that the initiative
fulfills its intended purpose.

The Single Market Enforcement Taskforce (SMET) was set up at EU level to harmonize administrative
and bureaucratic processes. This identifies best practice approaches within Europe and attempts to pro-
mote the harmonization of national processes on theshakthese approaches. According to the-

rent SMET report Austria is among those countries that do not intend to implementaitgest pro-

portion of the respective best practice approacheth regard to all harmonization projects in 2024.
These SMET projects include, for example, the simplification of administrative requirements for cross
border service providers and the simplification of authorization procedures for placing biopesticides

the market.

Support the harmonization of national legislation within the framework of the EU
internal market strategyAustria should support efforts to harmonize national leg-

islation within the framework of the EU internal market strategy. This includes ex-
plicit consideration of the goal of harmonizing the legal framework within Europe
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when transposing EU law into national law. Individual additions to the national im-
plementation of EU directives lead to regulatory fragmentation and thus create ad-
ditional obstacles to crodsrder business activities within the EU.

Simplify national administrative and bureaucratic procedsethe course of har-
monizing and simplifying national administrative and bureaucratic processes, Aus-
tria should focus more on best practice approaches and follow the recommenda-
tions of the Single Market Enforcement Taskforce. The reduction of restaintive
divergent regulations is particularly important for the strengthening of trade in ser-
vices (licensing and certification regulations) as part of the EU internal market strat-
egy.

Proactive trade policy and ratification of already negotiated trade agreeniémts:
Austrian Federal Government should approve the ratification of trade agreements
already negotiated in the European Council. These include, in particular, the Mer-
cosur Agreement, the modernized agreement with Mexico and the first agreement
with Indonega. In addition, Austria should work to ensure that ongoing negotiations
with important growth regions such as India, the Philippines and Malaysia are driven
forward intensively

Reduce dependencies on raw materiatsorder to free ourselves from strategic
dependencies, we need a lotgyrm, consistently implemented overall European
strategy that focuses on diversificationthiouse production and recycling.

Push ahead with a strategic European industrial pélicyrategic European indus-

trial policy should be based on coordination, complementary strengths and com-
mon goals, thereby strengthening the European industrial location and its compet-
itiveness. A minimum proportion of European added value ("Made in Eyfope"
public tenders as well as the use of European funding instruments including an opt
out option for reasons that do not relate to price (e.g. availability) and options for
increases, for exampledconomic security is at risk, support this objective. A com-
mon funding basis for projects of strategic importance (e.g. research, defense) is
also required by pooling funds from European programs and anchoring central ini-
tiatives in the EU budget. Natianndustrial policy should be coordinated with the
European Competitiveness Fund, be sensibly and coherently integrated into the Eu-
ropean strategy and make targeted use of the advantages of the internal market.

Relevant recommendations of the Productivity Report 2023

The Productivity Report 2023 recommended expanding measures to involve Austrian companies in
building and strengthening European value chains, which would go hand in hand with a deepening of
the EU internal market (E28).

9.3.4.2 Hfectively countering market distortions in international competition at EU level

Background

Key elements of Chirgindustrial policy are perceived internationally as distorting competition, even
though the competitive advantage of Chinese exports now often lies in their technological content. The
diverse effects of Chinese competitimmindustrialized economies underscore the problem of compet-
itive disadvantages, which are at least partly attributable to the use of ndisgtetting industrial policy
instruments (, Table6.1, yitem 98). These include, in particular, negative effects on compfinies

vation (y items 140ff) and investment activities, which are important for increasing productivity (Pierce
and Schott, 2018).

Against this backdrop, the European Commission has created a wide range of trade and competition
policy measures since 2016 wounter competitiordistorting measures by trading partners
(v item 129f, 157f). The aim of these instruments is to compensate for competitive disadvantages due
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to competitiondistorting public subsidies and economic constraints or to restrict access to the Euro-
pean market for foreign companies that have benefited from such practices. However, the evidence on
the effectiveness of these newly created EU measultiesiied, making it largely unclear whether they

are having their intended effect (tem 167). In addition, the EP trade policy instruments only offer a
means of dealing with some of the aspects of Chinese industrial policy that have been identified as
distorting competition. Chinppractices that are not comprehensively addressed include selective mar-
ket opening for foreign companies and inadequate protection of intellectual property.

The already negotiateGomprehensive Agreement on Investm@dal,y item 166) contained regula-

tions to counter forced technology transfer by European companies i@himese market and to im-

prove the conditions for European companies to enter the Chinese market. However, after China im-
posed its own sanctions against some EU parliamentarians in response to EU sanctions dug to China
human rights violations against the Uyghur minority, the drafting of the legal text and the ratification of
the CAIl were interrupted by the EU Parliament and have not been resumet!sisiteough an EU
response to the Chinese sanctions seems appropriate, the suspended ratification of the CAl means a
continuation of access restrictions and unequal treatment in the Chinese market for European compa-
nies.

In its existing form, however, the CAl would not provide any means of dealing with Chinese companies
that have appropriated the intellectual property of foreign companies in the past due tofGtona
petition-distorting regulations (e.g. forced technology transfer by means of investment requirements).
Compensating for competitive advantages based on inadequate protection of intellectual property
would therefore potentially require a supplementth@ EU instruments.

Resumption of negotiations with China with a view to the Comprehensive Agree-
ment on InvestmentThe Austrian Members of the European Parliament should ad-
vocate a resumption of negotiations with China with regard to the Comprehensive
Agreement on Investment. As part of any negotiations, the lifting of Chinese sanc-
tions against members of the Europearliament should also be sought.

Strengthen EU measures against distortions of competition in international trade
Austria should advocate examining the necessity and possibility of additional EU
measures to counter distortions of competition that are not comprehensively ad-
dressed by the existing EU trade policy instruments. To this end, the existing port-
folio of meaures should first be evaluated on a scientific basis.

9.3.4.3 Driving forward energy market integration and climate policy coordination in the EU
Background

Eliminating fragmentation and reducing inEaropean electricity price differencésough better
technical integration on the European electricity market would help to increase grid stability, improve
the integration of renewable energies and better balance supply and demand across larger geographical
areas, thereby reducing intiaurgean price variation and ultimately prices. The expectation that price
signals in energgnly markets within different bidding zones would create sufficient incentivers-for i
vestments in grid capacities and flexibility optieasd thus lead to a harmonization of electricity prices

131 geehttps://www.europarl.europa.eu/news/en/preseom/20210517IPR04123/mepsfuseany-agreemeniwith-china
whilst-sanctionsare-in-place
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between the EU member statefias not yet been confirmed. Coordination at EU level and targeted
incentives are therefore required to balance out these disparities (cf. AEA, 2025).

Structural integration of the energy marketste European internal energy market
should be more closely integrated. Due to the long negotiation periods, the political
process for the European market design after 2030 should be initiated now. The
federalgovernment should work at European level to further develop the system
so that it is less onsidedly based on price signhals and is better protected against
extreme fluctuations in electricity prices.

Crosshorder network expansion and interconnectivifyte expansion of transmis-
sion grids at European borders is a key prerequisite for the efficient use of renewa-
ble surpluses, reducing price differences between bidding zones and lowering sys-
tem costs.Thefederalgovernment should work at European level to further de-
velop the system so that it is less egidedly based on price signals and is better
protected against extreme fluctuations in electricity prices.

Relevant recommendations of the Productivity Report 2024

382 The Productivity Report 2024 highlighted the European dimension of energy prices and the bottlenecks
in the European grid and recommended that federalgovernment step up its efforts to accelerate
the expansion of transmission capacities with European partners (E5).
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Appendix Overview of thé\ustrian Productivity Boaglrecommendations to date

yassigns the recommendations published inAlistrian Productivity Boagiprevious annual
reports to one of the two structural policy focuses "Shaping structural change" or "Boosting productivity
growth" (y item and the associated fields of action. The assignment of the recommendations for
the structural policy focus "Shaping structural change" to fields of action is based on the dimensions of
the triple transition ecological transformation, digitalization aswatial justice which is directly related

to the observed structural change in the economy. The thematic allocation of the recommendations to
the structural policy focus "Boosting productivity growth" is based on a subdivision of the recommen-
dations accating to the determinant of productivity development addressed in each case. This includes
the production factors capital, labor and the corresponding factor costs on the one hand, and the frame-
work conditions that are decisive for productivity developnmmthe other.

To distinguish which of the two target dimensions derived from the FPRG ;20211@ the recom-
mendations serve, each recommendation is highlighted in color in the last column. Lines marked in yel-
low (") refer to the social objective function "Secure the business location in the long term and increase
competitiveness through the ecological and digital transformation of the economy". Lines marked in
blue (") refer to the social objective function "Promote participation in economic prosperity and eco-
nomiccapacity through education and the mobilizationlabor force potential”.

Table9.1: Overview of théAustrian Productivity Boafirecommendations to date
1. Recommendations on the structural policy focus "Shaping structural change"

Year No. Item Summary of the recommendation text Target
function

General

2023 10 Develop a holistic and systemic industrial strategy

2023 27 Use industrial policy measures at EU level to strengthen the competitive advantages ar

sification of specific industries

Field of action: Energsansition

2023 1 Swiftly implement and systematically develop legal foundations and measures to achie\
climate and energy targets by 2030

2023 2 Accelerate expansion of renewable energies and infrastructure, diversify energy import:

2023 3 Reduce soil erosion and land sealing through regulatory measures and own administrai
S]}v v ¢SCE vPSZ v §Z K *JE%S]}v % 1SC }( *}]o-

2023 7 Monitor competitive disadvantages due to energy prices and develop tanget@siires for
ecological restructuring for energitensive sectors, see also 2025 E7

2023 8 Implementing a circular strategy as part of industrial policy and strengthening material ¢

2023 9 Improve cooperation between thresponsible bodies and define a central steering respor

ity for ecological transformation measures, see also 2025 E5/6

2024 5 1 Energy infrastructure: Adapt gas infrastructure to diversify supply and plan faetamg
decommissioning

2024 5 3 National measures to decouple electricity and gas prices through energy storage, demg
flexibility and diversification of energy sources

2024 5 4  Quickly implement measures to ease the burden and prevent crises in all energy price
components

2024 5 5 Promote sufficient investment in line and grid infrastructure at EU level to ensure functic
energy markets, see also 2025 E10

2024 5 8 Develop control structures for coordinated energy and climate policy and establish
scientifically sound monitoring

2024 6 Energy transition regulation: Creating a clear legal framework for the expansion and col
of the energy system
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Year No.

2024

2024

2024

2024

2024

2024

2024
2024

2024
2024
2024
2024
2024
2024

~

0 00 00 N N N

Item Summary of the recommendation text Target

N

w = 0~ W

4

function

Eliminate the reform backlog in the energy sector and create a legal bakis éapansion
and conversion of the energy infrastructure

Accelerate approval procedures for energy and industrial infrastructure and adapt indus
plant law

Establish regulatory sandboxes for innovation in the ers&gtpr to enable innovation and
avoid distortions of competition

Create a legal basis for carbon capture and storage and use technology responsibly, se
2025 E6

Evaluate energy policy instruments for effectivenessediiciency and eliminate inefficient
measures

Financing the transformation: Developing a concept for financing the energy transforme

Adapt grid fees to the requirements of renewable energies and intrdttaeevariable model:

Optimizing energy infrastructure and exploiting efficiency potential through digitalization
flexibilization

Sharing the burden of grid charges in a way that is fair to the polluter and Susliatiged
Focus public subsidies on grid expansion costs and reduce system usage fees
Develop new financing models for major projects in the energy sector, see also 2025 E
Expansion of measures for the operational integration and scaling of new energy techn
Expansion of storage technologies to secure the energy supply, see also 2025 E5
Promoting technologies to increase efficiency eledtrify industrial processes

Field of action: Digitization

2023
2023
2024
2024

2024

2024
2024

2024

2024
2024

2024

2024

16
17
2
2

8

5

Strengthening the digital skills of SMEs and employees
Rapid expansion of broadband with gigabit connectivity by 2030

Expand Iamfrastructure andaccelerate the use of advanced digital technologies in compa

Broadband expansion with the aim of being able to use advanced digital technologies ir
companies

Increase the added value of digital busimesslels/services through the spread of advance
digital technologies

Set strategic goals for digital business areas in which Austria wants to become a world
Eliminating cost disadvantages in digitization for SMEs

Clearly define the goals and effects of digital policy measures and align them with techr
requirements

Make data for measuring digitalization measures comprehensible and publicly accessib
Promote thestrengthening of digital skills through concrete and verifiable goals

Energy infrastructure: Reducing energy consumption through digital technologies and
expanding smart energy and grid systems

Investment promotionStrengthening digitalization and data security in transformative en
technologies

Field of action: Just transition

2023

4

2023 20
2023 21

2023 22
2023 23

2023 26

Create structural and institutional conditions for effective climate adaptation strategies ¢
celerate theiimplementation

Scientifically evaluating the impact of the ecological and digital transformation on jobs

Define the priorities of an active labor market policy with a view to regional differences i ;
transformation, see also 2025 E4

Examine (climate) policy measures for their social impact in terms of a just transition

Strengthen institutional coordination of the just transition process and develop a roadm:
climateneutrality by 2040 with accompanying measures

Upgrading nofiechnical professions necessary for climate and demographic change anc  ,,
ing them more attractive
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Year No. Item Summary of the recommendation text Target
function

2023 31 Organize targeted support for vulnerable groups to ensure hasits are met "

2023 33 Expand successful models of further training and requalification afdlgibd training, see ,,
also 2025 E3

2023 35 Adapt education system to new challenges; focus on the acquisition of basic skills, see ,,
2025 E2

2023 38 Use early childhood education to reduce risk factors for educational success at school, ,,
2025 E2

2023 40 Ensuring effectiveness and quality standards in early childhood education "

2024 10 4  Promote a more equalistribution of paid and unpaid work and strengthen income and ceé ~ ,,
transparency

2024 10 5 Strengthening health, prevention and health literacy in all areas of life "

2. Recommendations on the structural policy focus "Boosting produgjiaiyth”

Year No. Item Summary of the recommendation text Target
function

General

2024 1 Improve framework conditions for innovation, investment and productivity increases; de
industrial policy strategy; mobilize venture capital

Field ofaction: Investments and capital formation

2023 5 Identify financing needs for climate investments and create a supportive financing frame
based on these needs

2024 8 Public subsidies to activate private investmengefwergyefficient renovation, see also 2025
Field of action: Labor supply

2023 24 Analyze range of relevant training courses in the area of "green" anelé@ant professions, ”
see also 2025 E3
2023 32 Strengthen health care amtevention to increase healthy life expectancy, see also 2025 "
2023 36 Increase the attractiveness of the teaching profession and other educational profession:
also 2025 E2
2023 39 Proactive measures to meet childcare needs by all dnthbrities, see also 2025 E2, E3 "
2023 42 Enable ag@ppropriate working incl. advice for companies, see also 2025 E3 "
2023 43 Identify and eliminate unfavorable employment incentives in the tax and transfer systen
older people
2023 45 Eliminate incentives in the tax and contribution system with a negative effect on work in
see also 2025 E3
2023 46 Promote regional mobility of jobseekers more strongly "
2023 47 Increase immigration of qualified workers and evaleaisting measures "
2024 4 1 Ensure availability of teaching staff
2024 2 Promoting womerf access to the IT sector
2024 10 1 Increase the flexibility of working conditions for older people/people with care responsib
2024 10 2 Support families by providing sufficient care and support services and adapting opening  ”

to full-time employment

2024 10 3 Eliminate negative financial incentives to increase working hours (e.g. low income thres
see also 2023 E43, E45

2024 10 7 Promoting innovative concepts for a long working life and ensuring the participation ofa
people in the labor market, see also 2023 E43

2024 10 8  Statutory retirement age should reflect changes in life expectancy "

2024 10 9 Improve access to the labor market and integration measures for asylum seekersands  ”
asylum procedures

2024 11 Facilitate access to the labor market for qualified immigrants and specifically promote la
market integration, see also 2023 E47
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Year No. Item Summary of the recommendation text Target
function

2024 11 1 Access to the Austrian labor market: Active efforts to attract qualified immigrants, see al
2023 E47, 2025 E3

2024 11 4  Expand participation in innovative migration concepts such as talent partnerships, seee¢ ”
2023 E47

Field ofaction: Human capital development

2023 25 Strengthening ecological and digital basic education and expanding STEM study places

2023 34 Expand qualification measures and-jelated training in shortage occupations, especially i
nursing andhealthcare, see also 2025 E3

2023 37 Make educational pathway independent of seetmnomic background, see also 2025 E2 "

2023 41 Develop further training strategy for longer careers, in particular further training/retrainin -~

olderemployees, see also 2025 E3

2024 4 3 Further expand training and study places in the ICT sector in line with the demand for sl
workers

2024 4 4  Evaluate and adapt measures for digital skills acquisition and define target vatyeslifma-
tion profiles by 2040

2024 8 6 Targeted development of skills and expertise in energy and future technologies

2024 9 Ensure access to education and skills acquisition regardless eésoramic background "
2024 9 Establish andnplement uniform quality standards in early childhood education nationwic "
2024 9 2 Providing educational institutions with sufficient resources and targeted support for disa  ”

taged schools

2024 9 3 Expand integration measures for children gndng people with a migration background ar
specifically promote German language skills, see also 2023 E47

2024 9 4  Ensure access to higjuality education up to tertiary level and reduce early selectioninth  ”
ucation system, see also 2023 E 37

2024 9 5 Facilitate access to education for disadvantaged groups and adults in shortage occupat ”
also 2025, E2

2024 10 6 Expand vocational reorientation and skills acquisition for all age groups, especially inar  ”
a high laboshortage, see also 2025 E4

2024 11 3 Facilitate the recognition of foreign qualifications and accelerate the closing of qualificat
gaps

Field of action: Factor costs

2023 28 Strengthen the participation of Austrian companies indéeelopment of strategic Europear
value chains, see also 2025 E8

2023 29 Diversifying the supply of critical raw materials

2023 44 Reduce the burden on labor; ensure courtaancing

2024 5 Expand energy infrastructure to providesteffective energy from Geutral energy

sources, see also 2025 E5

2024 5 2,6 Reform of the European electricity market design/coordination of line capacities in the E
market integration, see also 2025 E10

Field of action: Technicptogress

2023 6 Review fiscal and regulatory measures for consistent incentives for R&D and investmer
mate-friendly technologies

2023 11 Focus research/innovation funding on productieibhancing areas of strength and promotse
diversification, see also 2025 E1

2023 12 Driving digital and ecological transformation through a broad innovation approach and t

ogies that promote employment

2024 8 2 Drive forward the development of energy technologies sudtydsgen and green gas as a
cus of RTI policy, see also 2025 E1

Field of action: Business stags

2023 13 Systematically investigate the causes of sluggishigbasynamics
2023 14 Strengthen the venture capital market througgrporate law and regulatory measures, see
also 2025 E1
190

This machine translation was created on November 27, 2025, using DeepL



Recommendations of the Austrian Productivity Be@ltapter9

Year No. Item Summary of the recommendation text Target
function

2023 15 Identify specific needs for eatdyage financing for companies in the field of transformative
technologies, see also 2025 E1

2024 12 Promote population groups thabntribute to business stattps

2024 12 1 Targeted support for women starting up businesses and adapting childcare to their neet "
2024 12 2 Addressing young people with training programs for businessugtart
2024 12 3 Improve frameworkonditions for founders with a foreign place of birth ”

Field of action: Efficiency and government performance

2023 18 National data strategy and clarification of responsibility for the Data Governance Act
2023 19 Provide public sector register data in Statistics AUStAMDC
2023 30 Strengthening the expertise of exporting SMEs on due diligibdlications in supply chains

and harmonizing international reporting standards
2024 2 4 Stable legal framework within a national data strategy, see also 2023 E18
2024 2 5  Utilizing potential for improvement ingovernment for integratedigital official channels

2024 2 6 Increase the functionality of the data ecosystem by implementing the Data Governance
see also 2023 E18

2024 3 1 Advancing digitalization and reducing bureaucracy for-sfzst
2024 3 3 Comprehensive impact analysis of all measures in the area of digitalization

2024 9 6 Increase the efficiency of the education system, improve the data basis and quickly imp
successful pilot projects

2024 11 2 Design work and residenpermits according to transparent, simple and flexible criteria "
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Appendix

Country abbreviations amkercountry groups

Country abbreviations argkercountry groups

BE Belgium LT Lithuania

BG Bulgaria LU Luxembourg

Ccz Czecha HU Hungary

DK Denmark MT Malta

EN Germany NL Netherlands

EE Estonia AT Austria

IE Ireland PL Poland

GR Greece PT Portugal

ES Spain RO Romania

FR France Sl Slovenia

HR Croatia SK Slovakia

IT Italy FI Finland

CY Cyprus SE Sweden

LV Latvia

EU27/EU All 27 countries of the European Union (exclu EA20/EA 20 countries in the eurozone
the UK)

BENESCABelgium, Denmark, Finland, Netherlands, Swi
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ONACE 2008 Classification of Economic Activities

Appendix

NACEodes and sector name

A
A0102
A03

B
B0506
BO%08

BO9
C
C10
Cl1
C12
C13
Cl4
C15
C1l6

C17
C18
C19
C20
c21
C22
C23

C24
C25
C26

C27
C28
C29
C30

C31
C32
C33

D
E

E3637

E38

E39

Fa1
F42
F43

G45

G46
G47

Agriculture, forestry and fishing

Agriculture and forestry

Fishing

Mining and quarrying

Extraction of coal, oil and gas

Ore and other miningjuarryingof stones and
earth

Services for the mining industry
Manufacturing

Manufactureof food and animal feed
Beverage production

Tobacco processing

Manufacture of textiles

Manufacture of clothing

Manufacture of leather, leather goods and shog
Production of wood, wickerwork, basketry and
Corkgoods (excluding furniture)

Manufacture of paper, cardboard and articles
thereof

Printed matter and reproduction of

recorded sound, image and datarriers

Coking plant and mineral oil processing
Manufacture of chemical products

Manufacture of pharmaceutical products

Manufacture of rubber and plastic goods
Manufacture of glass and glassware, ceramics
Processing of stones and soils

Metal production and processing
Manufacture of metal products
Manufacture of data processing equipment,
electronic and optical products
Manufacture of electronic equipment
Mechanical engineering

Manufacture of motor vehicles and parts
Other vehicle construction

Manufacture of furniture
Manufacture of other goods
Repair and installation of machines and

Equipment

Energy supply

Water supply, wastewater and waste disposal
and removal of environmental pollution
Water supply and wastewater disposal
Collection, treatment and disposal of waste;
Recovery

Elimination of environmental pollution and
Other disposal

Construction

Building construction

Civil engineering

Preparatory site work, building installation

and other finishing trades

Trade; maintenance and repair of motor vehicl
Trade in motor vehicles, maintenance and repg
from Kfz

Wholesale

Retail trade without motor vehicles

H
H49
H50
H51
H52
H53

|
155
156

J
J5860
J61
J6263

K
K64
K65
K66

r

M69
M70
M71
M72
M73

M74
M75

N77
N78
N79

N80
N81

N82

Q86
Q87

Q88
S94
S95

S96

Transportation and warehousing

Land transportation

Shipping

Aviation

Services for transportation

Postal and courier services
Accommodation and gastronomy
Accommodation

Gastronomy

Information and communication
Publishing, films, TV and music production
Telecommunications

IT and informatiorservices

Financial and insurance services
Financial services

Insurance companies and pension funds
With financial and insurance activities
Related activities

Real estate and housing

Freelance, scientific and technical

Services

Legal advice, tax advice, auditing
Administration angnanagement of companies
and

Businesses; Management consulting
Architectural/engineering firms,

techn. / phys. Ehem. Investigation

Research and development

Advertising and market research
Otherfreelance/scientific/technical Activities
Veterinary services

Provision of other economic services
services for companies and privitdividuals
Rental of movable property

Placement and leasing of labor

Travel agencies, tour operators, reservation
services

Guard and security services, detective agenc
Building management, gardening and
landscaping

Econom. Services n.e.c.
Publicadministration, defense;

Social insurance

Education and teaching

Health and social services

Healthcare

Homes (excluding recreation and vacation
homes)

Social services (excluding homes)

Art, entertainment and relaxation

Provision of other services

Representation of interests, church associatic
Repair of data processing equipment
Consumer goods

Otherwise mainly personal services Services
Private households and others
Extraterritorial organizations and
Corporations
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