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ABSTRACT

The Austrian District of Burgenland is located in the eastern part of the country. In the
last decade, the region has benefited from different subsidy programs from the European
Union. The aim of this paper is to analyze and evaluate the export competitiveness of Bur-
genland in relation to the foreign trade of Austria as a whole from 2010 to 2014, which is the
period showing the highest increase in exports since the Iron Curtain fell. The Revealed Com-
parative Advantage index (RCA) was used to determine the development of the region’s ex-
ports. The RCA index is used in international economics for calculating the relative adyan-
tage or disadvantage of a certain country in a certain class of goods or services. The findings
show that Burgenland has important exports of agricultural products and that economic
relationships with neighbouring countries are deepening. This study is an important con-
tribution towards demonstrating the development of former Objective 1 area countries in the
European Union.

Keywords:
Export competitiveness, Burgenland, Revealed comparative advantage
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I. INTRODUCTION

The aim of this paper is to analyze and evaluate the export competitiveness of
Burgenland compared to the foreign trade of Austria as a whole from 2010 to 2014.
This period was chosen because exports showed record increases over this time com-
pared to any other period since the Iron Curtain fell. The final year of data used was
2014 because the data for 2015 were not available at the start of the study. The chosen
metric for the analysis is the Revealed Comparative Advantage (RCA), derived for 97
product categories and 20 countries.

Burgenland islocated in the eastern part of Austria. In the last decade, the region
has benefited from different subsidy programs from the European Union proclaims
the Regional management Burgenland on his website (As of June 12, 2016, http://
www.phasing-out.at)". Although this has contributed to increasing exports from the
district, Burgenland still has the smallest export share of all Austrian districts (Figure
1.).In general, foreign trade has risen from 2010 to 2014, in all districts.

Figure 1.: Export rates of Austria and its districts
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Relation Value Exports from 2010 - 2014

Historically, the region is characterized by agriculture, although the area of land
in agricultural use has declined slightly through recent decades. In 1990 there were
325,000 ha of agricultural land, 8.8 percent more than today.” According to Statistik
Austria, in 2010 there were 288,000 ha of agricultural land, a historical low. Four
years later the agricultural area was 299,000 ha, an increase of 3.9 perce]m:.3

1 Granabetter, "Export between the Poles Globalisation and Regionalisation-using the Case of the Austrian
District Burgenland”, 1-2.

2 “Dergrime Bericht 2009, Amt der burgenlindischen Landesregierung, 11.
3 "Statistik der Landwirtschaft”, Statistik Austria, 94..
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Goods "Made in Burgenland” are enjoying increasing popularity abroad, in-
cludingagricultural products. In 2010, Burgenland reported exports amountingto 1.5
billion euros and by 2014, this had risen to 2 billion euros, an increase of one third?.
Nearly 5 percent of the 17,000 companies of the region are engaged in exports, which
is considerably below the Austrian average of 10 percent of entrepreneurs engaged in
operations abroad3.

Exports by manufacturing companies of the regional economy (without mer-
chandise sales) rose to a record level in 2014, of around 1.3 billion euros. But in com-
parison with other districts the export ratio of 35.8 percent is the weakest of all Aus-
trian provinces.

In Burgenland the major share of exports comes from industry (1 billion eu-
ros). The businesses of this division have increased their export volume again after
aslump in 2009.

Table 1.: Exports from Burgenland, showing the value of the top 10 ranking product groups

Product group 2010 2011 2012 2013 2014,
Electronics 508.0 352.2 529.8 516.0 577.6
Plastics 126.5 184.2 187.1 183.0 152.8
Machinery, technical equipment 78.5 134.6 130.5 130.6 131.6
Synthetic fibres 76.6 3.9 44 106.7 106.2
Cereals Jo.2 33.7 36.2 83.0 8o.2
Waste from the food industry 51.1 22.2 25.2 66.1 742
Automobiles and parts thereof 64.7 772 92.5 70.5 740
Wood and wood products 60.1 53.8 54.8 53.2 55.4
Books and newspapers 73.6 50.9 55.2 64.2 51.1
Clothing 40.9 187.2 186.2 58.2 50.7

Source: Statistik Austria, figures in million Euros

The most important product groups for export are electronics, plastics, ma-
chinery and technical equipment (Table 1.). In 2014, cereals, waste from the food
industry and wood products, all of which are attributable in a broader sense to ag-
riculture, were ranked fifth, sixth and eighth in the top 10 respectively. The largest
increase in the period from 2010 to 2014, was shown by the product group cereals with
anincrease of 165.35 per cent.

In the manufacturing sector of crafts and trades, butchers together with the food
and beverage industry have the highest export ratios (34.3 percent). Overall the ex-
ports from this division are worth 103 million euros annually.

4. "Exporte und Importe burgenlindischer Unternehmen”, Wirtschaftskammer Burgenland.

5 Anzinger and Millner-Stefenelli, “Analyze des Wiener Aufenhandels”.
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Table 2.: The top 20 export destinations OF Burgenland’s economy by value

c]::)xulr:y 2010 2011 2012 2013 2014,
Belgium 19.2 16.9 16.9 16.9 19.5
China 48.1 63.4 63.6 59.5 68.7
Croatia 9.5 8.3 7.0 9.0 13.2
Czech
Republic 40.2 41.1 43.9 447 423
France 61.0 59.8 68.7 64.0 58.9
Germany 553.8 599.0 626.4, 610.6 573.5
Great Britain 59.4 59.6 6o.5 64.8 67.3
Hungary 124..4, 175.7 188.4, 241.6 297.0
Ttaly 78.3 74.9 772 90.6 89.2
Netherlands 42.8 38.0 36.9 32.8 28.9
Poland 542 49-2 445 56.0 54-4
Romania 54.0 32.9 27.2 28.8 38.3
Russia 23.3 21.7 33.2 55.5 42.4
Slovakia 23.5 30.3 310 375 37.4
Slovenia 34.6 38.8 47-4 61.4 64,4
Spain 23.3 35.4. 35.1 42.5 445
Sweden 16.1 17.6 23.8 30.8 45.1
Switzerland 33.6 40.4, 45.9 75.1 70.5
Turkey 27.5 29.9 26.1 25.1 24.9
United States 27.4 34.4 55.1 57.8 52.2

Source: Statistik Austria, figures in million Euros, not rounded

In 2014, the most important export destinations for Burgenland’s economy
were Germany, Hungary, Italy, Switzerland and China (Table 2).
® What does this mean in comparison to Austrian Exports in general?
® What groups benefit from an advantage and to what extent?
® Which sectors are declining? Which are booming?
® Which countries are promising markets for Burgenland’s economy?
Accordingto the United Nations Conference on Trade and Development (UNC-
TAD) and the World Trade Organization (WTO), world merchandise exports rose
moderately by 0.6 percent in 2014, reaching 19 trillion US Dollars®.
Austria’s merchandise exports increased from 152,560 million US dollars in the
year 2010 t0 178,24,8 million in 2014, while services exports rose from 52,739 million
US dollars in the year 2010 to 67,311 million in 2014,.”

6  UNCTAD, "In 2014, world merchandise exports grew by 0.6 percent, while trade in services recorded a
4.2 percent global increase”.

7 UNCTADSTAT, General Profile: Austria, General Information for 2014. http://unctadstat.unctad.org/
CountryProfile/GeneralProfile/en-GB/o4.0/index. html.
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Although Austrian exports increased in absolute numbers from 2010 to 2014, its
market share in world exports decreased by 15.72 percent over the five year period.8

The objectives of this paper are to analyze the importance of Burgenland’s mer-
chandise exports in comparison to Austrian merchandise exports.

In the next section the theory around export performance research is outlined,
with particular focus on the RCA index. The methodology used and the hypotheses
tested are introduced in section three. The results section shows the calculated fig-
ures for countries with an RCA index higher than 1, the ranking of the top 20 export
product groups and the classes with the largest growth and the strongest decline.

2. THEORETICAL FRAMEWORKAND REVIEW OF SELECTED
LITERATURE

Export performance research has proliferated in recent decades. The field of
inquiry is characterized by a diversity of conceptual, methodological, and empirical
approaches that inhibit the development of clear conclusions regarding the determi-
nants of export performance.?

In the development and evolution of international trade theory, compara-
tive advantage has always been a core concept. Since Ricardo’s (1817) classic model
of comparative advantage (CA) in trade was put forward, the theory of comparative
advantage has been gathered to form a theory system. An approach of comparative
advantage calculation through almost two centuries’ development. The most wide-
ly used application has been proposed after the Revealed Comparative Advantage
(RCA) and its modification put forward by Balassa (1965)."°

Comparative advantage analysis is a useful tool in economics that can be used to
compare the relative costs of production and identity sectors and markets that have
the greatest likelihood of success. Balassa Index is widely used in the field to measure
country-sector Revealed Comparative Advantage.

Examples publishes in the last year are the “Empirical Analysis of Agricultural
Exports Competitive of Henan Province” (Proceedings of 2015 2nd International Conference
on Industrial Economics System and Industrial Security Engineering, 187-193, December
201 5), "Determinants of revealed comparative advantages: The case of cheese trade
in the European Union” (published in Acta Alimentaria-An International Journal of
Food Science by Jeremias Balogh and Attila Jambor) or the publication "Uganda’s
Revealed Comparative Advantage in COMESA” by Miriam Katunze and Annette Ku-
teesa.

8  Republik Osterreich Parlament, Warnmechanismusbericht 2016, 4.

9  Shaoming and Stan, “The determinants of export performance: a review of the empirical literature
between 1987 and 1997”, 333 - 356.

10 Jia, Wuand Liu. “The Evolution of Measurement Methods of Comparative Advantage and New Trends in
Intra-Product International Specialization”, 82.
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Two different approaches are normally used to assess comparative advantage:
the Domestic Resource Cost (DRC) and the Revealed Comparative Advantage (RCA)
methods.""

In comparison to RCA the DRC index has a big disadvantage. The DRC approach
requires data on production costs which may be hard to obtain. In contrast, the data
required for the calculation of the RCA index are normally available in publicly avail -
able statistics. Another potential advantage of this method is that it is more descrip-
tive, but it does have less predictive potential than the DRC approach.

Another variation of the RCA index is the model suggested by Donges and Rie-
del'* where both export and import s included. The RCA index suggested by Bowen'
considers the production of a particular country and net trade (i.e. production minus
consumption). The RCA indices suggested by Vollrath'* measure exports and im-
ports in relation to the rest of the world">.

On the other hand Leromain and Orefice criticize this method because it mixes
up all the factors influencing trade flows.*®

3. METHODOLOGY

The RCA index was used to determine the most important destinations and
product groups for the region’s export trade. It is used in international economics to
calculate the relative advantage or disadvantage of a certain country in a certain class
of goods or services.

The study used data for 99 product groups and 197 countries which are compiled
by Statistik Austria and the Economic Chamber of Austria. To improve the readabil -
ity of the paper the focus is on the top 20 product groups and countries with an RCA
index above 1. Data for the period 2010 to 2014 were used because the increase in
Burgenland’s exports over this time was the highest since the fall of the Iron Curtain.
The relevant figures for 2015 were not available at the time of the analysis and are not
reported here.

11 Hishamunda, Junning and PingSung. "Assessment of comparative advantage in aquaculture: framework
and application on selected species in developing countries”.

12 Donges and Riedel. “The expansion of manufactured exports in developing countries: An empirical
assessment of supply and demand issues”, 56-87.

13 Bowen. "On the theoretical interpretation of indices of trade intensity and revealed comparative
advantage”, 464-472.

14 Vollrath. "A theoretical evaluation of alternative trade intensity measures of revealed comparative
advantage.” 265-280.

15 Hishamunda, Junning and PingSung. Assessment of comparative advantage in aquaculture: framework
and application on selected species in developing countries, 69.

16 Leromain and Orefice, "New Revealed Comparative Advantage Index: Dataset and Empirical
Distribution,” 50.
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Usually, the index is used to give results for a specific country. This paper applies
itto a district and analyzes the exports of that part of the country as compared with the
state’s exports in general. The idea is to consider the relationship between changes in
the export destinations and product categories of a district to those of the next largest
geographical unit, the nation.

RCA most commonly refers to an index introduced by Béla Balassa (1965)"7.

RCA - (Ei]. /E)/ (EIlj /E)

where E is exports, .is the country index, s the set of countries, ]. is the com-
modity index and  is the set of commodities.

That is, the RCA is equal to the proportion of the country’s exports that are of the
class under consideration (E_ / E,) divided by the proportion of world exports that
are of that class (Em. /E_). In this study the figures for a federal province in Austria,
i.e. Burgenland, were compared with Austria’s exports as a whole in order to assess
the development of Burgenland’s exports relative to Austrian market share.

A comparative advantage is “revealed” if RCA>1. If RCA is less than unity, the
country is said to have a comparative disadvantage in the commodity or industry.

The RCA index is used to analyse different sectors, particularly in agriculture,
e.g. Aquaculture*® and countries, e.g. China, India % and Turkey®°. The weighting of
exports from different product groups like agricultural products are examined with
respect to the economies of the relevant export destinations. For a secondary data
analysis, the company database of the Burgenland Economic Chamber is used.

The following hypotheses were tested:

H 1: Economic relations with neighboring countries, in particular Hungary,
have continued to develop more than 10 years after the fall of the iron curtain.

H 2: The share of agricultural products in export has declined in Burgenland
compared to Austria as a whole in favor of technological products.

4. STUDY RESULTS

The calculations of the RCA index were carried out by product group and coun-
try. Gonsidering the export destinations, it is particularly striking that Hungary is an
important business partner.

This is perhaps unsurprising considering its geographical location - Burgen-
land shares a border with Hungary (Table 3.).

H 1: Economic relations with neighboring countries, in particular Hungary,

17 Balassa, Trade Liberalisation and Revealed Comparative Advantage, 99-123.

18 Hishamunda, JunNing and PingSung, Assessment of comparative advantage in aquaculture: framework
and application on selected species in developing countries, 528.

19 Batraand Khan. Revealed Comparative Advantage: An Analysis for India and China, 5.

20 Serin and Abdulkadir. Revealed Comparative Advantage and Competitiveness: A Case Study for Turkey
towards the EU, 25-41.
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have continued to develop more than 10 years after the fall of the iron curtain. The
hypothesis is thus confirmed.

The relatively high value of exports to Sweden is remarkable. This highlights
the importance of comparing the RCA values with the business directory of the Eco-
nomic Chamber. The particularly high value for Burgenland concerning Sweden can
probably be associated with a parent company in this country.

Table 3.: RCA indices for Burgenland compared to other Countries 2010-2014,

Country 2010 2011 2012 2013 2014,
Hungary 2.6 3.3 35 4.0 44
Sweden 0.9 0.9 1.2 1.4, 2.1
Slovakia 1.0 1.1 1.2 1.5 1.5
Spain 0.8 1.3 1.3 1.3 1.3
Turkey 1.8 1.7 1.4 1.2 1.3
Romania 2.2 1.2 0.9 1.0 1.3
China 1.2 15 1.4 1.2 1.3
Great Britain 1.2 1.2 1.2 1.1 1.1

Source: Author’s calculation/Statistik Austria, not rounded

Other countries with a benchmark RCA>1 are Slovakia, another market on the
doorstep of Burgenland, Spain, Turkey, Romania, China and Great Britain. Accord-
ing to UNCTAD and WTO, between 2009 and 2010 the highest growth rates in the
world were registered by the least developed countries (13.5 percent), followed by
developing Asia (9.5 percent) and America (8.1 percent).**

For Burgenland, trade to only one Asian market, China, is significant. The other
thriving markets are members of the European Union and related nations. There is a
mutually beneficial relationship between Burgenland’s economy and the economies
of adjacent countries. Considering the RCA indices of different product groups, the
most important categories in 2014, were plaiting (included in this category are bam-
boo and reed), cereals and oil seeds.

Table 4..: RCA indices for the top 20 product groups of Burgenland 2010-2014,

Product group -

Ranked by 2014 values 2010 2011 2012 2013 2014,
Plaiting 371 11 0.8 10.2 20.9
Cereals 8.0 6.2 6.9 13.7 12.6
Oil seeds, oleaginous fruits,
seeds, straw 6-4 43 91 155 1.9
Silk 5.2 8.4 12.1 12.0 10.8
Books, newspapers 12.2 4.2 4.3 11.2 9.5

21 UNCTAD, "In 2014, world merchandise exports grew by 0.6 percent, while trade in services recorded a

4.2 percent global increase”.
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Product -

B ]r:d;;zg:l():fr)a]ues 2010 2011 2012 2013 2014,
Staple fibres 6.6 1.9 2.2 7.9 7.8
Waste from the food
industry, food 9 40 35 73 5
Plants and floricultural 8
products 9. 2.1 1.7 7.0 7.0
Fur skins and artificial fur; . 3 6.1 6
manufactures thereof 5 © 4-4 ’ 4
Textile articles, rags 6.9 17 1.8 5.3 5.0
Clothing and Accessories,
except knitted/crocheted 39 62 6.0 4-6 39
Various products 31 2.3 1.3 2.9 3.5
Cocoa and cocoa
preparations 5 33 %9 21 28
Flectronic machines 3.0 2.2 3.0 2.5 2.8
Clothing knitted or
crocheted 20 52 45 25 24
Various food preparations 1.3 0.8 0.9 1.4, 2.2
Rubber and articles thereof 1.8 0.9 1.1 2.4, 2.1
Leather, saddlery, travel L 3,
goods, handbags 2 29 ’ 25 2:0
Preparations of cereals, 6 3 o o
flour, bakery products * v 2 * *
Coffee, tea, spices 1.4 0.4, 0.5 2.3 2.0

Source: Author’s calculation/Statistik Austria, not rounded

The observations show large fluctuations over the years. The RCA index for the
product group plaiting for example ranges from 37.1 in the year 2010 to 0.8 in the
year 2012. Different product groups have different ranges of variation over the years.
Plaiting shows the largest range. Cocoa and cocoa preparations are relatively con-
stant, ranging from 2.5 in the year 2010 to 3.3 in the following year (Table 4,).

Evaluating the RCA index of the product groups in different sectors in the
observed period shows that fur skins and artificial fur has among the largest
growth in Burgenland as do the category “various products” and products in the
areas of food preparation and preparation of vegetables, fruit and plants (Fig-
ure 2). “Various products” as defined here include in the case of Burgenland the
product groups pencils and zippers. Two enterprises which manufacture these
products have establishments in Burgenland. An upward trend is also seen in the
product group pearls, precious or semiprecious stones and coins. Important in
the list are furthermore products of the textile industry, like silk, textile articles,
clothing and accessories, clothing, leather, and furthermore various food prepa-
rations and preparations of cereals, flour and bakery products, concerning the
food industry.
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Significant factors also newspapers and magazines. No product groups show
only an upward trend. Over the years' variations are recorded.

H 2: The share of agricultural products in export has declined in Burgenland
compared to Austria as a whole in favor of technological products.

Comparing the absolute numbers of the 97 product groups which are given in
the product catalogue of Statistics Austria, the export share of agrarian products rose
from 20 to 25 percent in the years 2010 to 2014.. This calculation and also the RCA
index show that, contrary to H2 , the share of agricultural products increases. H 2 is
false. Indeed, the top three product groups in 2014, - plaiting, cereals and oil seeds -
are all of agrarian origin.

This means that Burgenland’s economy has a high relative share in these groups
compared to the wider Austria’s exports. Staple fibres and electronic machines, tech-
nological products, were the sixth and fourteenth most important product groups in
2014..

Figure 2.: Product groups with the largest growth IN BURGENLAND, 2010-2014,
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Source: Author’s calculation

From 2010 to 2014 the product groups fur skins and various products showed
all in all a great upward trend. Moderate growth was in food preparations, copper
and articles thereof, beverages, spirits and vinegar. The fluctuations of the product
groups pearls, precious or semiprecious stones, coins, art objects, pharmaceutical
products and ores, slag and ash are moving at a low level.

Looking at the products that can be defined in the broadest sense to be agri-
cultural, these product groups are a sustainable base for the further development of
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trade balance. The export share of agrarian products in Burgenland was 20 percent in
2010 and 23 percent in the year 2014.. Burgenland is an agrarian region with a grow-
ing export share.

This is also reflected in the calculations of the RCA index. In the product groups
which have recorded growth during the observation period are a disproportionate
number of agricultural origin: Food preparations, preparations of vegetables, fruit,
plants, beverage, spirits and vinegar.

Figure 3.: Product groups with STRONGEST declines IN BURGENLAND, 2010-2014,
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— RCASoap and detergents, cleaning and polishing preparations

Source: Author’s calculation

The RCA index shows a sharp decline in the areas of textile products and cotton
intheyear2013 after the highest increase in 2011. Some textile companies have with-
drawn their production from Burgenland, the production moved to other Austrian
regions or even other countries.

Moderate declines in plastics and mill products can also be seen during the en-
tire observation period. As with the increasing products, the RCA index for declining
products also shows strong variations (Figure 3.).

From 2010 to 2014 the product groups ceramic products, fish, crustaceans,
mollusks, meat products, miscellaneous articles of base metal and soap and deter-
gents, cleaning and polishing preparations show declines at a low level.
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5. DISCUSSION

Observation by RCA index shows that Burgenland has - especially in the product
categories for which it is due to the geographical and climatic conditions suitable - a
great advantage over the Austrian exports, for example reed, cereals, oil seeds, straw.
Burgenland is the region with the most hours of sunshine in Austria and good pro-
duction conditions for agriculture, especially compared to the higher situated areas
in the western part of Austria.

To check the significance of the results, it is necessary to compare the data with the
business directory of the Economic Chamber of Burgenland. A comparison of the re-
sults shows the global players and hidden champions of Burgenland’s economy, e.g. in
the agrarian sector there are important companies like Felix Austria, Mars, Péttelsdorfer
Edelpute, Rebschule Tschida, Schirf coffeeshop, Pioneer and various wineries and in the
technical sector there are other important companies like Trevision, Seal Maker, Vossen,
Lenzing, Isosport, Medtrust, YKK, Hella, Brevillier-Urban and Boxmark Leather.

The listed companies have a high export ratio and have established contact with
the Foreign Trade Department of Commerce or have applied for export papers. A
comparison of the secondary data from the corporate directory and business partner
database of Commerce Burgenland confirms the analysis.

EU Cohesion Policy sets a framework to reduce differences between regions. Bur-
genland, which is the focus of this study, is a federal state of Austria and had a special sta-
tus as an Objective 1 area. The Vienna Institute for International Economic Studies (wiiw)
analyzed foreign trade flows for several European countries. “For regional policy strate-
gies to be effective, and for an efficient use of the available funds, it is crucial to analyze in
detail the assets each region is endowed with, the technologies available, and the busi-
ness connections among different regions. Against this background, the study evaluated
EU regions’ international competitiveness on the basis of their Revealed Comparative
Advantage (RCA), complemented by additional trade indicators such as trade balances
or export specialization and a series of regional and sectoral characteristics such as skill
supply, R&D and patents. For this study, wiiw developed a model to consistently estimate
foreign trade flows (export and imports) at the NUTS-2 regional level "2,

Butisn’t the RCA index a superficial measure of export trade? This method does
not measure the circumstances of the market, or show economic and political im-
plications. One alternative is Constant Market Share-Analysis which considers the
effects of the world market, of varied patterns, of regional structure and competition.

Leromain and Oreficice introduced another method of analysis, a new econom-
ic-based measure for Ricardian RCA. In their opinion, the new, modified measure
showed better statistical properties than the Balassa index. They extended the

22 Romisch, “Trade competitiveness of Austrian and neighbouring regions”, 6.

23  Leromain and Orefice, “New Revealed Comparative Advantage Index: Dataset and Empirical
Distribution”.
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measure in two main directions, using a higher level of sector disaggregation and a
larger set of partner countries.

The absolute level of exports indicates nothing about the extent to which a country
is dependent on the international division of labor. In order to obtain such an assess-
ment, exports must be considered in relation to gross domestic product. For deeper
analysis multiple parameters must be included. The RCA index is useful for an initial
assessment, and is applicable for countries, product groups, and time series. A forecast
generated by the present data is problematic, because the data for product groups and
the values of export share to foreign countries have in most cases a large inter-annual
variation. It is worth paying attention to the development of countries with an RCA in-
dex less than one, like Croatia. This market has an increasing importance for Burgen-
land’s economy, and its index has risen from 0.6 in 2010 to 0.7in 2014..

In the opinion of Brakman one of the major new developments in the character
of international trade over the last 25 years has been the increased fragmentation of
the production process.

Many traded products are produced in international supply chains. For interna-
tional trade analyzes this is an important development as gross exports are painting an
incomplete picture of the nature of international trade. Brakman analyzed Revealed
Comparative Advantage in the field of gross versus value added trade flows. With re-
spect to comparative advantage the differences between the two types of data are of-
ten illustrated by means of examples using a single sector. In the Ricardian theory of
comparative advantage, however, the position of a commodity versus all other com-
modities in a country determines whether or not a sector has a comparative (dis)-
advantage. His conclusion: RCA calculated with value added data is the most useful**.

6. CONCLUSION

The RCA index was selected for this study to determine the most important des-
tinations for the region’s trade. In international economics RCA is used to obtain re-
sults for a specific country or an individual business. In this study officially-available
data was used to calculate the RCA index for a specific district relative to the entire
state, with reliable results.

Results show that the RCA index can be used to show the value of exports from a
federal state to particular nations. The analysis is able to evaluate the export share of
a district for different product groups and export destinations.

The upward trend in RCA in recent years is an important signal for the whole
economy. Exports create growth and jobs. Internationalization is therefore an im-
portant component of our business strategy to protect jobs and prosperity in the re-
gion. Nearly 5 percent of the 17,000 companies of the region are engaged in exports,

24, Brakman and Van Marrewijk. A closer look at Revealed Comparative Advantage: Gross-versus value
added trade flows.
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half of the Austrian average. The results of this study imply that the number of ex-
porters in Burgenland will increase in the near future.

The results of this study indicate that there are many economically interesting
product groups in the region, this situation is therefore little or very little known to
the public.

Burgenland is well known for wine around the world. But this study also shows
that there are a lot of hidden champions in agriculture, commerce. Industries flour-
ish in obscurity, like the production of reeds, belonging to the category plaiting, ce-
reals, oil seeds or magazines and newspapers. Wine only plays a minor part despite
its higher profile.

Alook at the categories with significant growth potential indicates that the food
sector, industrial production (car and medicine), and jewelry are promising mar-
kets.

In contrast, the textile industry in terms of exports is declining. The product
groups textile, glass and glass ware, cotton, ceramic and mill products show also de-
clining trends.

The economic relations to the neighboring country Hungary are intense. It
would be of interest, if the upward tendency in exports can be associated with com-
pany settlements and cooperation in the neighboring country. An analysis of the ex-
porting countries in connection with the product groups would be of great interest
to recognize other trends and influences. The geographical location is probably the
explanation for the good business relations to Hungary and Slovakia.

A comparison with the company database of the Economic Chamber of Burgen-
land suggests that the good economic relations to Sweden are founded by Swedish
company branches in Burgenland.

Other recommendations for further research work: wherever scientific re-
search is done, it expands the field of study so that the same topic can be further ad-
dressed from other perspectives, using other approaches or other benchmarks.

This study focuses on a limited time period and a particular region. In further
work, it would be useful to examine longer time periods and expand the analysis to
other Objective 1 areas in the European Union.

To understand the significance of a region in foreign markets, it is necessary
to analyze the structure of activities in those markets. In addition to physical goods,
service exports such as tourism, transport, telecommunication, insurance and con-
struction play an increasingly important role.

The research objectives were achieved, but the results shown here only provide a
measure of the importance of Burgenland merchandise exports. An additional study
investigating the role of service exports would be of value to give an overview of Bur-
genland’s export economy.
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