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4 Empirical literature on Austria: the impact of trade, outsourcing, and FDI on 
labor market outcomes 

In this section first the context of the debate about globalization and labor in Austria 
is defined based on stylized facts. Next the findings of the empirical research are 
reviewed. 

4.1 Descriptive evidence 
Austria is a small open economy, with a 54.2% ratio of exports of goods and services 
to GDP and 49.4% ratio of imports of goods and services to GDP as of 2005. The 
country traditionally has a small deficit in merchandise trade, which is covered by the 
surplus in services. Since the integration of the CEECs to the European economic 
sphere, the issue of globalization has attracted increased attention in the public debate 
as well as scientific research in Austria as the most integrated Western country to the 
East due to its geographical proximity as well as historical ties. Until 1989 trade with 
Germany, Switzerland, and Italy constituted slightly more than half of Austria’s trade; 
trade with the CEECs was high relative to other Western European countries, but still 
very low compared with pre-war ratios (Aiginger et al., 1996). Quite shortly after the 
fall of the Iron curtain, Austria’s trade with the Eastern countries increased sharply. 
The CEECs constitute a much more important part of Austria’s trade volume 
compared to other EU countries, with only Germany and Finland coming close to it. 
In 1997 Austria’s imports of manufacturing from the CEECs and former Soviet Union 
as a ratio to gross production were 2.5 times higher than the EU average (Egger and 
Egger, 2003). 17% of Austria’s exports are going to Eastern Europe and the 
Commonwealth of Independent States (CIS), and 13% of imports are coming from 
there; Eastern Europe accounts for more than 2/3 of all low wage imports in Austria; 
88% of total outgoing investment as of 2001 (Marin, 2004). Havlik et al. (2005) 
report that Austria’s foreign trade with the NMS grew much more than that with the 
EU-14 in the last decade: during 1995-2004 Austrian exports to the EU-14 increased 
by 98% and imports by 81%, whereas exports to the NMS grew by 154% and imports 
by 220%, and despite this development NMS is the only region with which Austria 
has a trade surplus in commodities, which is furthermore increasing. With respect to 
services trade, in contrast to declining trade of Austria with the EU-14, there has been 
an increase with the NMS. The most important trading partners are the four neighbor 
countries. Austria has large trade surpluses with the NMS especially in manufactured 
goods, machinery and transport equipment, electrical machinery and chemicals, and 
has trade deficits with the NMS only in mineral, fuels, crude materials, miscellaneous 
manufactures, and food products (Havlik et al., 2005).   

With respect to FDI, CEECs are also important for Austria. Austria’s total FDI stocks 
in NMS as of end-2003 are nearly as much as in the EU-14 (Havlik et al., 2005). 
Austria’s market share in all NMS FDI stocks reached 9.5% in 2003, with particularly 
high rates in Slovenia and Slovakia (30% and 26% respectively, Havlik et al., 2005). 
Austrian FDI is predominantly in services, but the ten biggest Austrian investors in 
the NMS represent a mix of financial and industrial capital. Regarding FDI outflow 
banking sector make up 30% of the total. 

Different from Germany, Austria’s international trade with Eastern Europe is 
dominated by intra-firm trade, even though outsourcing is not an important motivation 
of Austria’s foreign investment (Marin, 2004). Almost 70% of Austria’s imports from 


