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Structure 

 Austria and its (eastern) neighbours during the last century: 
permanent transitions between centre – semi-periphery – periphery 

 Austria’s economic engagement in CESEE over the last decades: 
patterns of functional specialisation 

 Austrian competitiveness amid high CESEE exposure: 
is there a ‘lock-in’ effect? 
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Note: cgdppc indicator suitable for cross-country income comparisons; For the respective countries data on total former Yugoslavia, 
Czechoslovakia and USSR was used; Bulgaria estimate based on relationship with Yugoslavia in 19201; Luxembourg  
estimate based on relationship with Belgium in later years. Source: MPD 2018, own calculations. 

Before WWI: Center-periphery gradation in Central Europe 



 

4 
OeNB Austria 2018 Centenary Symposium: Austria’s place in the Europe of tomorrow 
Session 2: Europe in transition – economic opportunities for Austria 

Note: cgdppc indicator suitable for cross-country income comparisons; For the respective countries data on total former Yugoslavia, 
Czechoslovakia and USSR was used; Luxembourg estimate based on relationship with Belgium in later years;  
For a number of countries 1920 data; For Poland average over CS, HU, RO. Source: MPD 2018, own calculations. 

After WWI: Stronger polarisation & lagging Austria 
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Note: cgdppc indicator suitable for cross-country income comparisons; For the respective countries data on total former Czechoslovakia and 
USSR was used; Kosovo estimate based on Macedonian data.  
Source: MPD 2018, own calculations. 

After WWII: Less polarisation & lagging Austria 
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Note: cgdppc indicator suitable for cross-country income comparisons; Kosovo estimate based on Macedonian data. 
Source: MPD 2018, own calculations. 

Eve of transition: Austria caught up, East-West divide 
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Note: cgdppc indicator suitable for cross-country income comparisons; Kosovo estimate based on Macedonian data. 
Source: MPD 2018, own calculations. 

Today: Austria part of the centre, less East-West divide 
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Note: For the Czech Republic, Moldova, Serbia and Slovakia 2015 data. 
Source: wiiw FDI Database, own calculations. 

Austria’s central position secured by capital ownership  
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… and high exposure in neighbours’ banking sector 

Note: own calculations. 
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Note: Ranked by size in 2018m01; For Montenegro 2017m12 instead of 2018m01 data. 
Source: wiiw Monthly Database, own calculations. 

CESEE loans market is volatile but growing  
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Note: Ranked by size in 2017; For Serbia and Montenegro 2016 instead of 2017 data. 
Source: wiiw Annual Database, own calculations. 

CESEE also volatile & growing market for Austrian goods 
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Will CESEE remain a factory economy or become a 
headquarter economy as well? 
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Note: Relative functional specialisation is measured as the number of FDI projects in the respective category of a country relative to the world’s 
ratio; Hence, 1 is the world average; data are 2003-2015 averages. Source: fDi markets database, own calculations,  
Stöllinger (forthcoming), based on an OeNB Jubiläumsfonds project on functional specialisation. 
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Source: IMF DOI, own calculations. 

High Austrian CESEE export shares – lock-in effect? 

Central European 
Manufacturing Core 

Northern and  
Western Europe 

(other) CESEE 
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Note: Foundational competitiveness is GDP per working age population at PPP. 
Source: PWT 9.0, IMF DOI, own calculations. 

More recently: slowdown in Austrian competitiveness? 
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Note: Dependent variable: Growth rate of foundational 
competitiveness (GDP per working-age population at 
PPP), 5-year average; tpcomp is the trading partners' 
export weighted 5-year average growth of foundational 
competitiveness. Specification following Arora and 
Vamvakidis (2005); 38 European countries; 
Preliminary results. 

Source: Heimberger (forthcoming) based on an OeNB 
Jubiläumsfonds project on Austrian competitiveness. 

It is typically beneficial 
to trade with 
increasingly 
competitive partners, 
though with 
diminishing returns – 
hence: further 
functional upgrading 
also needed in Austria 

Trade partners‘ inverted u-shape 
impact on competitiveness 
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Summary 

 Over the last century Austria transitioned from the fringes of 
Europe’s centre to a semi-peripheral position and more recently right 
into its economic centre 

 Austria’s exposure to ‘factory economy’ of CESEE made functional 
specialisation as a ‘headquarter economy’ possible 

 At first glance Austrian competitiveness is not endangered due to 
CESEE catch-up but a ‘lock-in’ effect has to be avoided by further 
functional upgrading  
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