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BACKGROUND: The center-left Social Democratic Party and center-right Austrian People’s Party coalition, 
led by Social Democrat Federal Chancellor Christian Kern, lost seats in September 2013 but retained a 
governing majority. The results of the May 2016 runoff presidential election were annulled because of vot-
ing irregularities. A new election was scheduled for October, but defective glue on mail-in ballots caused 
a further postponement. Austria has large service and industrial sectors and a small, highly developed 
agricultural sector. A large influx of young migrants may present an opportunity to alleviate the strain an 
aging population places on long-term labor markets and public finances, but assimilating migrants could 
also prove challenging.

Austria’s small but well-developed economy is highly global-
ized and resilient, sustained by a skilled labor force, com-

petitive manufacturing, and a large service sector. Openness to 
global trade and investment is firmly institutionalized, and the 
relatively efficient entrepreneurial framework strengthens com-
petitiveness. Protection of property rights is traditionally strong, 
and the legal system is transparent and reliable. Anti-corruption 
measures are effective.

The corporate tax rate is comparatively low, but individuals face 
a 50 percent income tax and various indirect taxes. Austria’s 
overall fiscal condition compares favorably to those of its euro-
zone neighbors, but public spending has become excessive and 
unsustainable. Public debt has reached a post-war high above 
85 percent of GDP.

NOTABLE SUCCESSES:
Investment Freedom, Trade 

Freedom, and Property Rights

CONCERNS:
Government Spending and 

Tax Burden

OVERALL SCORE CHANGE 
SINCE 2013:

+0.5

POPULATION: 
8.6 million

GDP (PPP): 
$404.3 billion
0.9% growth in 2015
5-year compound 
annual growth 1.0%
$47,250 per capita

UNEMPLOYMENT: 
5.7%

INFLATION (CPI): 
0.8%

FDI INFLOW: 
$3.8 billion

PUBLIC DEBT: 
86.2% of GDP
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Austria’s land registry is a reliable and publicly 
accessible system for recording interests in property. 
The investment climate has been enhanced by the 
country’s reputation for relatively high political stability 
and strong rule of law. The independent judiciary 
provides an effective means for protecting property 
rights (including intellectual property rights) and the 
contractual rights of nationals and foreigners. Corrup-
tion is relatively rare.

The top income tax rate is 50 percent, and the top 
corporate tax rate is 25 percent. High social security 
contributions are shared between employers and 
employees. The overall tax burden equals 43 percent 
of total domestic income. Government spending 
has amounted to 51.9 percent of total output (GDP) 
over the past three years, and budget deficits have 
averaged 1.9 percent of GDP. Public debt is equivalent 
to 86.2 percent of GDP.

Austria’s transparent and efficient regulatory 
framework facilitates business innovation and produc-
tivity growth. The cost of fringe benefits is among the 
highest in the world. VERBUND, 51 percent owned by 
the state and Austria’s largest provider of power, lost 
a third of its market value in 2015 as a result of falling 
electricity prices and government subsidies for renew-
ables in neighboring European countries.

Trade is extremely important to Austria’s econ-
omy; the value of exports and imports taken together 
equals 102 percent of GDP. The average applied tariff 
rate is 1.5 percent. Austria is very open to trade and 
investment, but complex regulations may impede 
investment. The competitive and stable financial sector 
offers a wide range of services. There are no controls 
on currency transfers, access to foreign exchange, or 
repatriation of profits.

12 ECONOMIC FREEDOMS | AUSTRIA

A
U

S
T

R
IA




