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BACKGROUND: Austria gained independence in 1955. The European migrant crisis is the dominant domes-
tic political issue. After a court annulled the results of a May 2016 vote, Alexander Van der Bellen, a Green 
Party member running as an independent, won the December 2016 presidential election. The center-left 
Social Democratic Party–center-right Austrian People’s Party coalition collapsed in May 2017. In an October 
snap election, former Foreign Minister Sebastian Kurz of the People’s Party was elected prime minister, 
promising tighter immigration controls, tax cuts, and a business-friendly focus. Austria has large service 
and industrial sectors and a small, highly developed agricultural sector. Challenges include the assimilation 
of migrants and the strains on labor markets and public finances caused by an aging population.

A ustria’s economic freedom score is 71.8, making its economy the 
32nd freest in the 2018 Index. Its overall score has decreased by 0.5 

point, with declining scores for the property rights, government integ-
rity, business freedom, and labor freedom indicators overwhelming a 
modest improvement in fiscal health. Austria is ranked 17th among 44 
countries in the Europe region, and its overall score is above the regional 
and world averages.

Austria’s small but well-developed economy is highly globalized and 
resilient, sustained by a skilled labor force, competitive manufacturing, 
and a large service sector. Openness to global trade and investment is 
firmly institutionalized, and the relatively efficient entrepreneurial frame-
work strengthens competitiveness. Protection of property rights is tradi-
tionally strong, and the legal system is transparent and reliable. Anticor-
ruption measures are effective. Fiscal reforms to reduce the heavy stock 
of public debt have lagged behind northern neighbor Germany’s.

NOTABLE SUCCESSES:
Investment Freedom, Trade 

Freedom, and Monetary Freedom

CONCERNS:
Government Spending, Tax Policy, 

and Labor Freedom

OVERALL SCORE CHANGE 
SINCE 2014:

–0.6

POPULATION: 
8.7 million

GDP (PPP): 
$417.2 billion
1.5% growth in 2016
5-year compound 
annual growth 0.8%
$48,005 per capita

UNEMPLOYMENT: 
6.1%

INFLATION (CPI): 
1.0%

FDI INFLOW: 
–$6,088.5 million

PUBLIC DEBT: 
83.9% of GDP
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WORLD AVERAGE  |  ONE-YEAR SCORE CHANGE IN PARENTHESES
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70.090.086.983.766.775.5

81.119.449.973.580.983.5

(No change)(No change)(–0.1)(+0.3)(–0.9)(–1.4)

(+1.4)(+0.1)(–0.4)(–1.7)(–0.9)(–2.5)

Political stability and strong rule of law have 
enhanced Austria’s investment climate. The land 
registry, to which the public has unfettered access, 
is reliable and features a user-friendly system for 
recording interests in property. The independent 
judiciary provides effective protection of property 
right, including intellectual property rights, and 
the contractual rights of nationals and foreigners. 
Corruption 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 by employers and employ-
ees. The overall tax burden equals 43.5 percent of 
total domestic income. Over the past three years, 
government spending has amounted to 51.8 percent 
of total output (GDP), and budget deficits have aver-
aged 1.7 percent of GDP. Public debt is equivalent to 
83.9 percent of GDP.

Austria’s regulatory system is transparent and 
consistent with international norms, but starting 
a business takes time and requires many steps. 
Nonwage labor costs amount to about 70 percent 
of gross pay. The government is planning to limit 
nonwage hiring subsidies to workers already estab-
lished in Austria. In 2017, the government launched a 
subsidy program for purchases of electric cars and 
continued telecommunications broadband subsidies.

Trade is extremely important to Austria’s economy; 
the combined value of exports and imports equals 
101 percent of GDP. The average applied tariff rate 
is 1.6 percent. Nontariff barriers impede some trade. 
In general, government policies do not significantly 
interfere with foreign investment. The relatively 
well-capitalized banking sector offers a wide range 
of financial services. The five largest banking groups 
account for over 50 percent of total assets.
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