
TABLE OF CONTENTS

OECD ECONOMIC SURVEYS: AUSTRIA – ISBN 978-92-64-05439-4 – © OECD 2009 3

Table of contentsTable of contents

Executive summary  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8

Assessment and recommendations  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9

Chapter 1. Facing the financial crisis  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17

A bleak outlook. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18

Difficult policy challenges  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 28

Notes  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 36

Bibliography . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 36

Chapter 2. Lifting growth potential through further product and labour

market reforms  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 39

Productivity growth has picked up, but the business environment

could be more supportive . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 41

Labour utilisation is high but some weaknesses persist among vulnerable groups . . . 47

Policy recommendations  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 61

Notes  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 62

Bibliography . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 63

Annex 2.A1. Government follow-ups to past OECD recommendations . . . . . . . . . . . 65

Annex 2.A2. Financial and administrative incentives for labour 

market participation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 69

Notes  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 74

Chapter 3. Medium-term fiscal policy challenges  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 75

Institutional context and recent reforms . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 76

Fiscal consolidation challenges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 78

Risks to long-term sustainability. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 79

Strengthening fiscal structures and institutions. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 81

Policy recommendations  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 86

Notes  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 88

Bibliography . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 88

Chapter 4. Re-inventing the education system . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 91

A successful education system facing crucial challenges . . . . . . . . . . . . . . . . . . . . . . 92

Important education policy initiatives were launched in recent years . . . . . . . . . . . 109

Full implementation of reforms requires further systemic changes . . . . . . . . . . . . . 115

Policy recommendations  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 121

Notes  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 122

Bibliography . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 125

Annex 4.A1. Austria’s education system . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 127



TABLE OF CONTENTS

OECD ECONOMIC SURVEYS: AUSTRIA – ISBN 978-92-64-05439-4 – © OECD 20094

Boxes

1.1. Impact of the global crisis on Austria’s financial system . . . . . . . . . . . . . . . . . . . 21

1.2. Economic risks in Central and Eastern Europe. . . . . . . . . . . . . . . . . . . . . . . . . . . . 25

1.3. Measures to tackle financial market turmoil in Austria . . . . . . . . . . . . . . . . . . . . 29

1.4. The 2008 reform of financial supervision in Austria . . . . . . . . . . . . . . . . . . . . . . . 30

1.5. Effectiveness of fiscal stimulus in Austria  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 34

2.1. Low-skilled workers . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 49

2.2. Older workers  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 50

2.3. Reducing employer social security costs for low-wage workers . . . . . . . . . . . . . 56

2.4. Potential for additional low-skilled job creation  . . . . . . . . . . . . . . . . . . . . . . . . . . 58

2.5. Past phases of immigration . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 60

2.6. Policy recommendations to lift potential growth. . . . . . . . . . . . . . . . . . . . . . . . . . 61

3.1. Fiscal policy recommendations  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 87

4.1. The impact of socioeconomic and family backgrounds 

on student performance. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 99

4.2. The impact of early streaming on education system performance. . . . . . . . . . . 101

4.3. OECD thematic review on migrant education  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 107

4.4. Micro-governance factors in education system performance . . . . . . . . . . . . . . . 110

4.5. The short-lived experiment with student fees . . . . . . . . . . . . . . . . . . . . . . . . . . . . 114

4.6. A governance structure to be streamlined  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 116

4.7. Adjusting excess capacity in secondary education . . . . . . . . . . . . . . . . . . . . . . . . 118

4.8. Education policy recommendations. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 121

Tables

1.1. Recent macroeconomic developments and near-term prospects . . . . . . . . . . . . 20

1.2. Selected economic and financial indicators for CEE . . . . . . . . . . . . . . . . . . . . . . . 25

1.3. Budget implications of the recent fiscal measures  . . . . . . . . . . . . . . . . . . . . . . . . 32

1.4. Changes in personal income tax rates and thresholds . . . . . . . . . . . . . . . . . . . . . 33

2.1. A simulation of the macroeconomic effects of halving employer

social security contributions for low-wage workers . . . . . . . . . . . . . . . . . . . . . . . 57

2.A2.1. Effective tax rates for selected employment transitions. . . . . . . . . . . . . . . . . . . . 70

2.A2.2. Activation requirements from beneficiaries of unemployment insurance . . . . 73

3.1. Age-related public expenditure pressures in Austria are small compared 

to the euro area . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 79

3.2. Alternative projections of age-related public expenditure in Austria. . . . . . . . . 80

4.1. Differences in children’s academic achievements. . . . . . . . . . . . . . . . . . . . . . . . . 100

4.2. Socioeconomic background bears on school streaming . . . . . . . . . . . . . . . . . . . . 101

Figures

1.1. Key macroeconomic indicators. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19

1.2. Comparing major downturns in Austria . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20

1.3. Elevated tensions in financial markets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22

1.4. Increased economic linkages with CEE . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24

1.5. Limited prior build-up of financial imbalances  . . . . . . . . . . . . . . . . . . . . . . . . . . . 27

2.1. Despite strong growth, Austria has lost some ground since the early 1990s. . . 40

2.2. Developments in productivity and labour utilisation . . . . . . . . . . . . . . . . . . . . . . 41

2.3. Productivity growth has been fairly strong in recent years . . . . . . . . . . . . . . . . . 42

2.4. Trade-oriented manufacturing has been very dynamic . . . . . . . . . . . . . . . . . . . . 42



TABLE OF CONTENTS

OECD ECONOMIC SURVEYS: AUSTRIA – ISBN 978-92-64-05439-4 – © OECD 2009 5

2.5. R&D and innovation activities have expanded considerably . . . . . . . . . . . . . . . . 43

2.6. The performance of services continues to lag  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 44

2.7. Regulatory and competition reforms have advanced but less than 

in some other countries . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 45

2.8. Labour utilisation differs across groups  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 48

2.9. Low-skilled workers fare poorly in the labour market  . . . . . . . . . . . . . . . . . . . . . 48

2.10. Unit labour costs have been kept under control  . . . . . . . . . . . . . . . . . . . . . . . . . . 53

2.11. Sectoral minimum wage floors may be too high . . . . . . . . . . . . . . . . . . . . . . . . . . 53

2.12. Labour tax wedges for low-skilled workers are among the highest OECD-wide  . . 54

2.13. Immigrant populations and their educational attainment. . . . . . . . . . . . . . . . . . 61

2.A2.1. Effective taxation of the low-skilled in employment transitions  . . . . . . . . . . . . 71

2.A2.2. Effective taxation of a low-skilled second earner taking up work. . . . . . . . . . . . 72

3.1. Public spending in Austria . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 82

3.2. Taxes in Austria. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 84

4.1. Graduation rates from upper secondary education are high . . . . . . . . . . . . . . . . 93

4.2. The vocational core of the system is strong and successful. . . . . . . . . . . . . . . . . 93

4.3. Yearly spending per student is high  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 94

4.4. Total education spending remains average due to composition effects  . . . . . . 95

4.5. Direct private funding of education remains very marginal  . . . . . . . . . . . . . . . . 96

4.6. Student achievement is average in international comparison  . . . . . . . . . . . . . . 96

4.7. The gap is particularly disappointing with regard to the invested resources. . . . . 97

4.8. Average results are held back by a large group of underperformers. . . . . . . . . . 97

4.9. Results are better than implied by their high dispersion . . . . . . . . . . . . . . . . . . . 98

4.10. The impact of socioeconomic backgrounds on student achievements

is particularly high  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 99

4.11. Student achievements are very uneven between school types . . . . . . . . . . . . . . 102

4.12. University graduation rates are low . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 103

4.13. Graduation rates in science and engineering are particularly low . . . . . . . . . . . 103

4.14. Factors keeping tertiary enrolment low. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 105

4.15. Intergenerational mobility is particularly low in tertiary education. . . . . . . . . . 106

4.16. Immigrants’ underperformance in education  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 106

4.17. Low student achievements are not due to the underperformance

of immigrants  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 108

4.18. Distribution of class sizes  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 118

4.19. Distribution of school sizes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 119

4.A1.1. Austria’s education system . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 127


