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through time particularly to the increase in the employment of skilled relative to 
lower-skilled labor in certain sectors. 

Another point that makes Austria an interesting case is to analyze the effects of the 
gains from trade and enlargement on functional distribution of income. Evidence 
shows that Austrian affiliates in the NMS are enjoying a high profitability (Havlik et 
al. 2005; Altzinger, 2006); so the question is to what extent is this high profit gains 
from enlargement are reflected to labor. The record in this respect so far does not 
reflect a positive relationship. Guger and Marterbauer (2004) report that the functional 
income distribution is changing in the last three decades at the expense of labor. The 
deterioration seems to have continued in the past years in spite of the profitability 
gains due to enlargement. Wage share declined from a level of 80% in 1978 to 70% as 
of 200236. During the stagnation phase of 2001-03, the wage share decreased further. 
Guger and Marterbauer (2004) list high and increasing unemployment rate, 
globalization, eastern enlargement, the increase in the number of firms that go public 
in the stock market as possible structural reasons behind the deterioration of 
functional income distribution at the expense of labor. They argue that rationalization 
waves and the decline in employment reduced the bargaining power of the workers; 
the increased international competitive pressures determined the conditions of wage 
bargaining; and the flexibilization of the labor market through outsourcing, increased 
temporary work contracts, new working time arrangements and part-time employment 
also created pressures. 

4.2 Empirical findings  
In the following we will particularly review the empirical findings of the existing 
studies on the effects of trade and outsourcing on labor market outcomes in Austria. 
The literature on Austria started out soon after the opening up of the CEECs. Table 1 
gives a summary of the articles about the effect of trade and outsourcing on 
employment and wages in Austria. 

Aiginger et al. (1996) is one of the earliest studies to discuss the effect of trade with 
Eastern European countries on unemployment and wages (based on individual data)37 
in Austria during the immediate aftermath of the fall of the iron curtain (1988-91). 
They find no significant impact of imports on unemployment, and a negative but 
minor impact of exports. However low-income earners benefit much less from 
exports; blue-collar workers, the elderly, and low income workers experience 
significantly higher risk of unemployment due to imports, although the quantitative 
impact is not very large. For the wage growth estimations, similar to unemployment 
results, exports have a positive and imports have a negative effect on wage growth. 

                                                 
36 The wage share index adjusted for the employment strucure (basis year of 1970) decreased even 
more sharply from 73% to 59% during the same period 
37 They use individual data provided by social security records based on a 2% sample of  workers in 
manufacturing industry, which cover only male persons younger than 57 over the period of 1988-91. 
Earnings data is censored, i.e. available only up to the social security ceiling. They augment this 
database with the trade data with the CEECs in 25 industries for the growth of exports and imports 
during 1988-91 as a ratio to output in 1988. Due to endogeneity they instrument the change in exports 
(imports) with the level of exports (imports) and industry characteristics. In both equations they control 
for individual characteristics as well. They also split the sample into sub-groups of blue-collar workers, 
young, and low income workers. 


