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Abstract: 
The paper analyzes the effects of the embargo in relation to the trade blockade, on a list of products referred to 

Resolution n.778 of 2014, imposed by the Russian Federation. The analysis uses the model of Leontief to estimate the 
effects, taking on  different scenarios: the first considers only the products listed in the embargo, the second assumes 

that the embargo is extended to textiles, clothing, footwear and technological products, a third scenario in which the 
blockade is extended to the entire production. 
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 Introduction  

The Russian Federation for some years is a market of particular attraction for Italian businesses, given the interest 

in the Made in Italy, and given the size of its domestic market. Its a strategic business partner with great potential for 

Italy, due to the complementarity between the two economies. Everything now seems compromised, after the sanctions 

laid out by the EU and the subsequent ban on imports of food and agricultural products decided by the Russian 

Federation.  

In Italian companies, the embargo is starting to be felt, with a noticeable decline in exports not only of the products 

covered by the blockade, reflecting the uncertainty that is spreading day by day on the set of the interchange to the 

Russian Federation.  

However it is only the first consequence, that will determine followed by a series of more or less serious effects 

that will continue over time. Indeed we must not make the mistake of matching the damage with the decrease in exports 

of products under embargo; on the contrary, it is necessary to map all the effects and estimate them wherever possible. 

This is all the more necessary when you have trade sanctions designed to provoke retaliation by other countries. This 

mode of decision making, unfortunately, it seems that has characterized the process followed for the resolution of the 

EU.  

Indeed, many clues, as we shall see, lead us to believe that the decisions have been taken in an imperfect 

knowledge framework, especially with regard to the value of the possible effects of the sanctions.  

The idea of this work arises right from the fact that: a) the information provided by the institutions level haven‟t 

provide estimates of the damage that coincide with the value of exports; b) the same information without any reference to 

the consequences that the trading blockade determines on the regional economic systems.  

As you can see the information was mostly oriented to the direct effects, without considering the indirect effects 

that, as we shall demonstrate, are even more serious than the former.  

The aim of this study is, therefore, to estimate the  effects and indirect effects produced by the contraction of 

Italian exports due to the embargo, while recognizing that the phenomenon is more complex, since it may also involve 

the whole of the interchange with the Russian Federation.  

 

Literature and research hypothesis 
 

The issue of economic sanctions and embargo today more than ever is back at the center of public debate, the 

penalties are once again the weapon of choice to enforce a number of different foreign policy objectives. From an economic 

perspective, it is interesting to analyze the effects of the sanctions in general and in particular the embargo, bring on the 

economies and on the business fabric of the affected countries in order to reach a clear understanding of the costs and 

benefits associated with it. 

During the 20th century, economic sanctions have become more and more a clear instrument of foreign policy aimed 

at introducing specific changes in a country of destination. A large part of the analysis on the effectiveness of economic 

sanctions shows that they were not useful to change the behavior of the governments to them interested. 
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Some research at the Institute for International Economics concluded that US sanctions have had positive results in less 

than one in five (Hufbane, Peterson et al, (1997). Lacy and Niou (2004) and Morgan Miers (1999), Parker (2000) suggest 

that it is necessary to distinguish cases where sanctions are actually imposed from cases where they are only a declaration of 

intent. The authors state that despite the imposition of sanctions has had little success, in a large number of cases, conflicts 

between countries were solved only with the threat of sanction, in this case they, recorded a positive result, even if not 

implemented. 

Brahima Coulibaly (2005) studies the effects of the embargo on the economy of South Africa underlined a decrease in 

growth rates of investment, during the embargo period. Raul Caruso (2007) said that international economic sanctions seem 

to be a common feature of international politics and recurrent, in particular, the United States is the country that has resorted 

to economic sanctions starting from the end of World War II. The results show that the sanctions have a negative impact on 

bilateral trade, unless they are not applied in moderation. 

Andreas (2005) analyzes the effects generated by the sanctions both on the economic system of the countries affected 

that of neighboring ones, concluding that such sanctions unwittingly contribute to a rise in crime, facilitating relations 

between political leaders and organized crime. This is obvious, when governments established relations, in a more or less 

legal, with countries not covered by the embargo. 

Pape (1992) compares economic sanctions to military forces defining them as a possible solution to the war. Mack and 

Khan (1997) bring into question the effectiveness of economic sanctions considering them negative in terms of the suffering 

caused to citizens by the way are not able to influence policy, as they can have positive effects if the nations to which they 

have direct a political situation characterized by the presence of several political parties that potentially can influence 

political decisions. 

Hovi, Huseby,  and Sprinz (2005), show that sanctions can cause behavioral changes in the states concerned by them. 

The reasons are due to the fact that you underestimate the impact that such sanctions will have on the economy and politics 

of the country affected 

Hufbauer, Schott and Elliott (1990), in order to highlight the conditions in which economic sanctions can help achieve 

foreign policy objectives by the State issuing them, studied 116 cases in which it is resorted to economic sanctions, focusing 

on the effects , both political and economic, that sanctions have on both countries broadcasters but also on the countries 

affected. They conclude, that the penalties, in the majority of cases, are not effective in achieving foreign policy objectives, 

while they are effective if used against countries small and unstable politically and economically, which are not able, so to 

put in be enforcement actions. In addition, they state that the effectiveness of sanctions depends on the type of economic or 

political objective that the country which requires it intends to pursue. The work ends with the drawing up of a panel of 

"nine commandments", which aims to provide a guide to countries wishing to impose sanctions on other countries 

Methodology 
In terms of methodology, this research uses the Leontief input-output model, which is based, on the input-output of 

the system under investigation. 

The national economy is, therefore, conceived as a set of production units, each of which arises is the buyer to the 

other units of goods and services that employs in its manufacturing activities and as a seller of its product. On this basis,  

this paper employs the Table Symmetric Resources and uses Istat to 63 branches of activity (NACE Rev. 2). Also 

adopting the hypothesis that the amount of input used in all production activities is proportional to the volume of the 

output X
n 

  (Not taken into account economies of scale), the table has been turned in the table of technical coefficients, 

where the latter expressing the relationship between intermediate demand K mn and the production value of X
n
, ie  

 
 

           

 
In short, the technical coefficients expresse the value of the industry m (input) required to produce a unit of 

industry value n (output) and depend on the production technology of the reference system.  

All this produces the following scheme of synthesis of the model used, in which, for each industry, the production 

(X) and imports (J) are used in part to meet the demand end (Y) and in part to produce the application intermediate 

(intermediate inputs needed).  
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in vectorial terms: 
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Where:  

 

        total output of sector m; 

         imports of  sector m; 

       intermediate demand of production of the sector m required for the production of the sector n; 

       final supply f sector m; 

       technical coefficients of production; 

        production of branch  n; 

         vector of final supply; 

         vector of total production; 

          vector of imports. 

 
 

In essence, the resulting production (X) is equal to the inverse matrix of Leontief (I-A)
-1

 multiplied by final 

demand (Y) net imports (J). The approach Input/Output allows to estimate the effect of a decline in exports and even on 

the Production Value Added, given, for each industry, the incidence rates of Value Added on Production.  

The model described is applied by assuming different scenarios of embargo and choosing the Production, Value 

Added, GDP and the employed that are the variables of the economic systems of the four main Italian areas, represented 

by the North-West, North-East, Centre, South and Islands .  

In detail we note: the first level scenario corresponds to the embargo in force, relating to food products specified in 

the Resolution. 778 of the Russian Federation of August 7, 2014; the second level scenario, is based on press releases 

and official decrees that lead us to believe possible extension of the trade blockade to the products of the textile, clothing 

and footwear and technology products; the third level scenario, finally, is the condition of total embargo. 

On this methodological basis, investigation, after having represented the framework of the variables selected and 

analyzed the contribution of the regions at the exports to the Russian Federation, proceeds with the analysis of the impact 

on different areas of Ital,. As for the allocation of the Value Added by area and by business segment was used the 

estimate the Bank of Italy contained in the report of the regional economies in July 2014 (Tab. 1).  
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 Table 1: Sectoral composition of Value Added by Italian regions in 2013 (%) 
 Agricolture Industry Service Total Average 

per area 

North west 1.3 27.7 71.0 100 32.8 

North est 

 

2.4 29.2 68.4 100 23.2 

Center 

Center 

1.5 18.6 79.9 100 21.7 

 South & Islands 3.9 16.3 79.8 100 22.3 

Italy 2.2 23.6 74.2 100 100 
 Source: Bank of Italy, The economy of the Italian regions in 2013, n. 21/2014 

 
 

The context  
The economic situation on which the survey is developed is represented by the state of our exports to the Russian 

Federation and the economic situation, both at the national and the four main areas of the North West, North East, 

Centre, South and Islands, considered that the economic situation depends on aggregate demand, including exports. This 

dependence, of course, has a different intensity depending on the economic system of reference. Bank of Italy, for 

example, has measured the responsiveness of local production to changes in each component of aggregate demand and it 

concluded that, compared to the two areas of the North, Centre and South have a lower dependence on exports 1. These 

latter, given an indicator of 90.6 and 77.5, should record, in the face of lower exports associated to the embargo, a 

decline of GDP smaller than in the North and in the whole of Italy (Tab. 2 ).  

 
 Table 2 - Indicator dependence of Italian macro-areas  in 2013  

 Exports Consuption Investments Public Spending 

 ratios; italian average=100 

North West 

 
116.7 104.1 109.9 92.3 

North Est 

 
109.5 102.5 108.4 90.1 

Center 

 
90.6 101.7 92.3 104.3 

 South & Islands 77.5 90.9 85.9 115.6 

Source: Bank of Italy, The economy of the Italian regions in 2013, n. 21/2014 

                                    

However, the dependence as such is not able to determine the real effects which involve the embargo placed by the 

Russian Federation. The blockade affects an aggregate composite products and, as such, implies different effects because 

of sectoral specialization in exports and productivity gaps of the four main areas.  

As for the state of trade relations between the two countries, the Russian Federation has already been for several 

years for the Italian companies one of the largest trading partners, both in exports and imports. For exports, the Russian 

Federation is the tenth country of destination of Italian products. According to data collected by the Russian Customs  in 

July 2014, Italy is the fourth largest supplier to the Federation, after China, Germany and the United States, and the 

second in the EU (Tab. 3).  

 
Table 3 - Imports by Country Russian Federation  

 Country  
 July  

 2014   2014 *  
 Position Countries  

 July 2014  

 China  21,058  36 099  1 

 Germany   14,279  24,478  2 

 USA  8,763  15,022  3 

 Italy  5,408  9271  4 

 Ukraine  5,183  8,885  5 

 France  4,832  8,283  6 

 Japan  4,813  8,251  7 

 South Korea  4,129  7,078  8 

 United Kingdom  3,233  5,542  9 

 Poland  3,065  5,254  10 

 Source:  Our elaboration on Russian Customs data 
 

  

 

file:///C:/Documents%20and%20Settings/Administrator/Documenti/Dropbox/anna/Copia%20di%20articolo%20russia%20inglese.htm%23footnote1
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Table 4 - Interchange Russian Federation - World  

 Country  
 July  

 2014   2014 *  
 Position Countries  

 July 2014  

 China   37, 893   64,959   1  

 Netherlands   32,944   56,475   2  

 Germany   30,100   51,600   3  

 Italy   22,060   37 817   4  

 Ukraine   14,798   25,368   5  

 Turkey   13,433   23,028   6  

 USA   13,303   22,805   7  

 Japan   13,302   22,803   8  

 United Kingdom   9,018   15,459   9  

 France   8,406   14,410   10  

 Source: Our elaboration on  Russian Customs data 

  

This position is also confirmed from the interchange total, where our country is only after China, the Netherlands 

and Germany (Tab. 4).  

 Regarding the sectoral specialization of exports, the Mechanics is the sector that produces higher exports to 

Russia, with 3.5 million estimated for the current year, is the seventh country of destination of the product. Mechanics is 

followed by the fashion, by the semi-finished products and furniture, so it is reasonable to expect that the embargo in 

trade relations with Russia will result in negative effects on our production system it involves these areas the more 

serious the consequences will be. (Tab. 5).  

 
Table 5 - Exports by Italian sectors to Russian Federation  

 Sector  
 July  

 2014   2014 
(1)

  

 Position Russia among 

the countries of 

destination  

    
 Mechanics   2,049   3,513   7  

 Fashion   1,172   2,009   7  

 Semifinished  854   1,464   17  

 Furniture and building   588   1,008   5  

 Means of transport   288   494   13  

 Agribusiness and Beverage   346   593   11  

 Optics, photography and music   105   180   13  

 Chemical and Pharmaceutical   113   194   9  

 Other   240   411   -  

 Total   5,754   9,864   10  

 Source: Our elaboration on Istat data 
(1) The values are estimated by re-proportioning on an annual basis the data of July 2014  

 
 Exports to the Russian Federation show a different composition not only with respect to the sector but also in 

order to region.  

The territorial divisions of our country contribute to varying degrees to trade flows to other countries, including the 

Russian Federation. The North East is, in order of export volumes, the first region, contributing 40 percent of Italian 

exports. The North West, with a contribution of 38 percent, follows immediately after, while far away the center, with 16 

percent, and even more the South, which weighs only 5 percent.  

 

 

 

 

 
 Table 6 - Exports to the World by Italian regions  
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 Period   North-West  North East  Center  South and Islands  Not specified  Italy 

 
 

 million € 

∆  

 %  

 

 million € 

∆  

 %  million € 
∆  

 % 

 

 million € 

∆  

 %  million € 
∆  

 % 

 

 million € 

 

∆ 

 % 

 2012  155,456  -  119,042  -  64,596  -  46,556  -  4,531  -  390,182  - 

 2013  156,457  0.6  121,929  2.4  64,121  -0.7  42,511  -8.7  4,837  6.7  389,854  -0.2 

 Source: OUR ELABORATIONon Istat data 

  

 

Table 7 - Exports to Russia by Italian regions  

 Period  

 North-West   North East   Center   South and Islands   Not specified   Italy  

  

 million € 

∆  

 %   million € 
∆  

 %  million € 
∆  

 %  

  

 million € 

∆  

 %   million € 
∆  

 %   million € 
∆  

 %  

 2012   3,664   -   4,062   -   1,563   -   597   -   70   -   9,956   -  

 2013   4,094   11.7   4,309   6.1   1,734   11.0   571   -4.4   64   -7.6   10,773   8.2  

 Source: Our elaboration on Istat data 

 

Moreover, the Italian macro areas including the effects of the embargo will be distributed have deep regional 

disparities, with economic performance influenced by the structure of the productive and the composite level of 

specialization. On this basis, the analysis was focused on Value Added, Employment and GDP per capita as explanatory 

variables in the economic scenario of the four main areas. GDP per capita, as the final result of the production of goods 

and services of resident producer units, allows you to measure the well-being of the country and, therefore, economic 

growth. In the same way, the Value Added, as the difference between the value of production of goods and services from 

the individual industry sectors and the value of intermediate goods and services consumed by them, allows us to 

appreciate the growth of the economy in terms of new goods and services made available for the system as a whole. 

Coherently  also with the practice at the international level, we adopted  the configuration at market prices for GDP, and 

the configuration at basis prices net of taxes on products for Value Added. The analysis shows, then, that  Services are 

the sector with greater impact on the national Value Added, average 74.3 percent vs. 23.5 of Industry and 2.2 of 

Agriculture (tab.8). Between macro areas, Noth West contributes in 32.8 percent, follow by North Est with 23.2 percent, 

South and Islands with 22.3 percent and Center with 21.7 percent. 

 

  Table 8 - Italian Value Added at basic prices, by industry and region in 2013 

 

 Geographic areas   Agriculture   Industry   Service   Total  

 

 

VA 

Thousand € 
% 

VA 

Thousand € 
% 

VA 

Thousand € 
% 

VA 

Thousand € 
% 

 North West   6,212  1.3  132,359  27.7  339,260  71.0  477,831  100.0 

 North East   8,111  2.4  98,352  29.1  231,515  68.5  337,978  100.0 

 Center   4,742  1.5  58,483  18.5  252,901  80.0  316,126  100.0 

 South and Islands   12,670  3.9  53,278  16.4  258,919  79.7  324,867  100.0 

 Total   31,735  2.2  34,473  23.5  1,082595  74.3  1,456803  100.0 

Source: OUR ELABORATIONon Istat data 

 

 
          

 Table 9 – Italian Value Added in 2013 at basic prices / Employee by sector and geographic area  

 

 Geographic areas   Agriculture   Industry   Service  

 

 

Employee VA per 

employee 

Employee VA per 

employee 

 

Employee VA per 

employee 

 North West  129,123 48,1 2,128,105 62,2 4,521,636 75,0 

 North East  167,756 48,4 1,636,205 60,1 3,192,744 72,5 

 Center  115,471 41,1 1,130,980 51,7 3,499,502 72,3 

 South and Islands  401,357 31,6 1,215,150 43,8 4,282,229 60,5 

 Italy 813,707 39,0 6,110,440 56,0 15,496,111 69,9 

Source: Our elaboration on Istat data 
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 Table 10 – Italian GDP by region in 2013 

 

 North West North East Center South and         

Islands 
 Italy 

GDP 531,001 375,586 351,302 361,016 1,618,904 

      

GDP per capita 32,366 31,765 28,946 17,260 26,417 

Source: Our elaboration on Istat data  

 

Analysis of the impact in first level scenario  
 

 

In this section of the survey we proceed first by determining the cumulative total amount of 2013 concerning the 

export object of embargo, on the basis of the classification contained in the Resolution. 778 of the Russian Federation on 

7 August 2014  

Taking as a basis the value of exports in 2013 and given that the embargo has a duration of 12 months, it follows a 

direct effect on the production of 163 million euro. 

 
Tab.11 The effect in  the First level scenario (Products under embargo)  

Products 

SH codex 
euro 

0201, 0202,  0203, 0207, 0210 22,966,031 

0301, 0302, 0303, 0304, 0305, 0306, 0307, 0308 660,836 

0401, 0402, 0403, 0405, 0406 44,917,070 

0701, 0702 00 000, 0703, 0704, 0705, 0706, 0707 00, 0708, 0709, 0710, 0711, 0712, 0713, 0714 10,987,611 

0801, 0802, 0803, 0804, 0805, 0806, 0807, 0808, 0809, 0810, 0811, 0813 61,770,704 

160100 7,425,052 

1901 90 110 0, 1901 90 910 0 0 

2106 90 920 0, 2106 90 980 4, 2106 90 980 5, 2106 90 980 9 14,464,366 

Totale 163,191,670 
Source: Our elaboration on Istat data 

 

 The latter is part of the overall effect on the production that is determined by the model of Leontief., which shows 

the most significant passages and represented by: the matrix of technical coefficients “ ” , the inverse matrix (   )  , 

the vector of the difference between final demand, net exports and imports and, finally, the resulting  matrix for the 

analysis of impact .  
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X = (I-A)
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For the various branches of activity, the difference between the production in the absence of embargo and new 

production resulting from the calculation vector indicates the decrease of production determined by the trading blockade 

in the way suggested. Proceeding in this way for all 63 branches of activity leads to the overall decrease of 348 million 

euro for the production and, therefore, an indirect effect of 185 million euro. Moreover, given the incidence rates of 

Value Added production, is estimated at 131 million euro the overall effect on Value Added. Place the Value Added per 

employee, the embargo generates a decrease of 2,575 employees in the national system, distributed between regions and 

sectors (Agriculture, Industry, Services), as shown in the following tables:  

 
 Table 12 – The effect in  the First level scenario - Agriculture: Change in Value Added and Employees 

 Geographic areas  
 

VA 
(million €) 

 

 ∆  
VA 

(million €) 

 Employees  
 ∆  

Employees  

 North West   6,212  -9.7  129,123  -202 
 North East   8,111  -12.7  167,756  -263 
 Center   4,742  -7.4  115,471  -180 
 South and Islands   12,670  -19.8  401,357  -627 

 Italy   31,735  -49.6  813,707  -1,272 
 Source: Our elaboration on Istat data 

 

 Table 13 – The effects in the First level scenario - Industry: Change in Value Added and Employees  

 Geographic areas   VA 

(million €) 

 ∆  

VA 

(million €) 

 Employees 
 ∆  

Employees 

 North West  132,359  -15.5  2,128,105  -249 
 North East  98,352  -11.6  1,636,205  -193 
 Center  58,483  -6.9  1,130,980  -133 
 South and Islands  53,278  -6.3  1,215,150  -144 

 Italy  342,473  -40.3  6,110,440  -719 
 Source: Our elaboration on Istat data 
 

 Table 14 – The effects in the First level scenario - Services: Change in Value Added and Employees  

 Geographic areas  
 VA 

 (million €)  

 ∆  

 VA  

(million €)  

 Employees  
 ∆  

Employees  

 North West   339, 260   -12.8   4,521,636   -171  

 North East   231, 515   -8.7   3,192,744   -120  

 Center   252, 901   -9.5   3,499,502   -131  

 South and Islands   258, 919   -9.8   4,282,229   -162  

 Italy   1,082,595   -40.8   15,496,111   -584  
 Source: Our elaboration on Istat data 
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 The most affected sector is Agriculture with a decrease of Value Added of € 49.6 million and a loss of 1,272 employees 

(Tab. 12).  

The Industry and Services recorded a decrease of € 40 million of Value Added. In contrast, the industry recorded a 

decrease of 719 employees against 584 of the Services (Tab. 13; Tab. 14). The territorial division that undergoes the 

greatest effect on the Value Added is the North West with a decrease of 38 million euro, followed by the South with 36, 

the North East with 33 and finally the Center with 24. The South showed the greatest loss of employees with 933 units, 

followed by the North West (622), the North East (576) and the Center (444). In particular, the greater effect on the 

Employed of Center South  is due to the object of the embargo. Being food products, the blockade affects with more 

intensity on the southern regions, because of the weight that they represent on national agricultural production.  It is also 

true that the Centre South has a significantly lower productivity than in the North, as evidenced by the lower Value 

Added per employee. This is because in the Centre South effects produced by the embargo are more evident on the 

employed than Value Added. Increasing the Value Added with tax, determined on the basis of the 2013 average of 2013, 

is a final variation of GDP on 150 million euro and, consequently, a decrease in GDP per capita by geographical areas as 

indicated in the following table:  
 

 Table 15 –The effects in the First level scenario - GDP by Italian regions  

 Geographic areas  
 ∆ 

 GDP  
 (millions €)  

 GDP  
 per capita 

 (EUR)  

 ∆  
 GDP  

 per capita  
 (%)  

 North West   -43,7   -2.66   -0.008  

 North East   -37,9   -3.21   -0.010  

 Center   -27,4   -2.25   -0.008  

 South and Islands   -41,3   -1.97   -0.011  

 Italy   -150.2   -2.45   -0.009  

  Source: Our elaboration on Istat data 
 

 

Analysis of the impact in the secon level scenario  

This scenario assumes the extension of the embargo to the textile, clothing, footwear and to technology.  The impact 

assessment shows an amplification of the negative effects, due to the weight that the products concerned by the blockade 

have on Italian exports to the Russian Federation. Faced with a decline in exports of 2.113 million euros emerges an 

effect on the total production of 6.257 million euro, as the difference between the production represented by the vector 

resulting from the matrix calculation and the vector of the production in the absence of embargo.  

The change in Value Added is distributed with different intensity among different geographical areas and economic 

sectors (Tab. 16, Tab. 17, Tab 18).  

 Table 16 – The effects in the Second level scenario- Agriculture: Change in Value Added and Employees  

 Geographic areas  
 VA 

(million €)  

 ∆ 

 VA  
(million €)  

 Employees  
∆  

Employee  

 North West   6,212   -14.9   129,123   -309  
 North East   8,111   -19.4   167,756   -402  
 Center   4742   -11.4   115,471   -277  
 South and Islands   12,670   -30.3   401,357   -961  

 Italy   31,735   -76.0   813,707   -1,949  
 Source: Our elaboration on Istat data 
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 Table 17 - The effects in the Second level scenario - Industry: Change in Value Added and Employees  

 Geographic areas  
 VA  

(million €)  

 ∆  

VA  
(million €)  

 Employees  
∆  

Employees 

 North West   132,359   -441.2   2,128,105   -7,093  

 North East   98,352   -327.8   1,636,205   -5,454  

 Center   58,483   -194.9   1,130,980   -3,770  

 South and Islands   53,278   -177.6   1,215,150   -4,050  

 Italy   342,473   -1141.5   6,110,440   -20,367  

 Source: Our elaboration on Istat data 
 
 

 Table 18 – The effects in the Second level scenario - Services: Change in Value Added and Employees  

 Geographic areas  
 VA  

(million €)  

 ∆  

VA 

 (million €)  
 Employees  

 ∆  

Employees  

 North West   339,260   -255.8   4,521,636   -3,410  
 North East   231,515   -174.3   3,192,744   -2,408  
 Center   252,901   -190.5   3,499,502   -2,639  
 South and Islands   258,919   -195.5   4,282,229   -3,229  

 Italy   1,082,595   -816.1   15,496,111   -11,686  
 Source: Our elaboration on Istat data 
 
 

 The sector that suffers the greater consequences is the Industry, with an overall decrease of Value Added estimated at € 

1,142 million and a decrease of employed at 20,367. Follows the Services sector with a loss of 816 million Value Added 

and a drop in  employee of 11,686 units, against the Agriculture  which loses 76 million euro of Value Added and loses 

1,949 units. So even in this scenario, the North West is the region most exposed in terms of Value Added, with the loss 

of 712 million euro, followed by the Northeast with 522, the South with 403 and finally the Center with 397. In terms of 

Employees North West loses total 10,812 units, the 8,263 North East, the South and the Centre 8,240 6685. 

 In light of this it can be concluded that, because of a total loss of 34,000 employed and 2,034 million euro of Value 

Added, the embargo would lead for North a more significant effect than the rest of the country. In proportion to the 

Value Added, GDP would record an overall decline of € 2,337 million. 

Consequently the GDP per capita go down as shown in the table, among the highest decrease of 50 euro in the North East 

and the lowest of 22 euro for the South 

 
 Table 19 – The effects in the Second level scenario  - GDP by region  

 Geographic areas  
∆  GDP  

 (million €)  

 ∆  

GDP  

 per capita 
( €)  

  ∆ 

GDP  

 per capita 
 (%)  

North West  -818,2   -49,88   -0.154  

 North East  -599,9   -50,74   -0.160  

 Center  -456,2   -37,59   -0.130  

 South and Islands  -463,1   -22,14   -0.128  

 Italy  -2337,5   -38,14   -0.144  
Source: Our elaboration on Istat data 
 

  
Analysis of the impact in the third level scenario  

Third level scenario, based on the assumption that the embargo should be extended to all imports from Italy. 

The decrease of euro 10,797,000 of our exports results a lower production of 25,259 million euro, as the difference 

between the production resulting from the matrix calculation and production in the absence of embargo.  This decrease is 
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due, therefore, to a direct effect of 10,797 million euro of the products subject by the embargo and to an indirect effect of 

14,462 million euro, due to the input-output. 

It follows an overall decline of 8,201 million euro of Value Added, distributed among the  branches. Consequently 

resulting in a loss of 106,337 employees, distributed among the geographical areas and economic sectors (Tab. 20, Tab. 

21, Tab. 22). 

 
Table 20 – The effects in the Third level scenario- Agriculture: Change in Value Added and Employees 

 Geographic areas  
VA 

 (million €)  

∆ 

VA  
(million €)  

 Employees  
∆ 

Employees  

North West  6,212  -38,7  129,123  -804  
North East  8,111  -50,5  167,756  -1,045  
 Center  4,742  -29,5  115,471  -719  
 South and Islands  12,670  -78,9  401,357  -2,501  
 Italy  31,735  -197,6  813,707  -5,069  

Source: Our elaboration on Istat data 

 

Table 21 – The effects in the Third level scenario- Industry: Change in Value Added and Employees 

 Geographic areas  
VA 

 (million €)  

∆ 

VA  
(million €)  

 Employees  
∆ 

Employees  

North West  132,359  -1,835,4  2,128,105  -27,477  
North East  98,352  -1,363,8  1,636,205  -21,807  
 Center  58,483  -811  1,130,980  -14,267  
 South and Islands  53,278  -738,8  1,215,150  -16,360  
 Italy  342,473  -4,749  6,110,440  -79,911  

Source: Our elaboration on Istat data 

Table 22 – Third level scenario- Services: Change in Value Added and Employees 

 Geographic areas  
VA 

 (million €)  

∆ 

VA  
(million €)  

 Employee 
∆ 

Employee  

North West  339,260  -1,020,2  4,521,636  -6,908  
North East  231,515  -695,2  3,192,744  -4,768  
 Center  252,901  -759,5  3,499,502  -4,916  
 South and Islands  258,919  -779,6  4,282,229  -4,765  
 Italy  1,082,595  -3,254,5  15,496,111  -21,357  

Source: our elaboration on Istat data 

.  
Once again, the most affected sector is the Industry, with a total reduction of Value Added 4,749,000 and € 79,911 

Employees (Tab. 21). Follows the services sector with a loss of 3.255 million of Value Added and a drop in the 

employees of 21,357 units (Tab. 22), while the agriculture sector recorded a decrease of 198 million euro of Value 

Added and 5,069 Employees (Tab. 20). The effect in terms of Value Added is 2,895 million euro for the North West, the 

North East for 2,109, 1,600 and 1,597 for the Center for South and Islands, and in terms of the occupied, to 35,189 units 

for the North West, 27,620 for the North East, the South and 19,902 to 23,626 for the Centre. All this leads to a decrease 

in GDP of 9.425 million Euros and the GDP per capita in following tables. 

 
Table 23 – The effects in the Third level scenario - GDP by region  

 Geographic areas  
∆ GDP  

(million euro)  

∆ 

GDP 
Per capita  

(euro)  

∆ 

GDP 
per capita 

(%)  

North West  3.326,9  202,8  0,627  

North East  2.423,7  205,0  0,645  

 Center  1.838,7  151,5  0,523  

 South and Islands  1.835,3  87,7  0,508  

 Italy  9.424,6  153,8  0,582  
Source: Our elaboration Istat data 
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In summary, the effects of the embargo on all the companies are represented in the following tables (Tab. 24, Tab. 

25). 

 
Table 24. Effects of the three embargo  scenarios on Italian companies (absolute values) 

  

First scenario  

( Δ production  

=-348M €)  

Second scenario  

( Δ Production  

= -6,257 M € )  

Third scenario  

( Δ Production 

 = -25,259 M€)  

 

 
VA 
M € 

 

 
Empl. 

unit 

 

 
GDP 
M € 

 

 
VA 
M € 

 

 
Empl. 

unit 

 

 
GDP 
M € 

 

 
VA 
M € 

 

 
Empl. 

unit 

 

 
GDP 

   M € 

 North  -71  -1,196  -80  -1,234  -19,075  -1,390  -5,003  -77,245  -5,638  

South center  -60  -1,376  -67  -800  -14,925  -902  -3,197  -59,152  -3,603  

 Italy  -131  -2,572  -147  -2,034  -34,000  -2,292  -8,201  -136,397  -9,241  

Source: Our elaboration on Istat data 

 

 

 

 

Table 25. –  Effects of embargo in the three  scenarios  (percentage value) 

 

 

First scenario 

( Δ production 

=-348M €) 

Second scenario 

( Δ Production 

= -6,257 M € ) 

Third scenario 

( Δ Production 

= -25,259 M€) 

 

 
VA 

 

 

 
Empl. 

 

 

 
GDP 

 

 

 
VA 

 

 

 
Empl. 

 

 

 
GDP 

 

 

 
VA 

 

 

 
Empl. 

 

 

 
GDP 

 

 North -0.542 -0.465 -0.544 -0.544 -0.607 -0.561 -0.061 -0.061 -0.610 

South center -0.458 -0.535 -0.456 -0.456 -0.393 -0.439 -0.394 -0.394 -0.390 

 Italy -100 -100 -100 -100 -100 -100 -100 -100 -100 

Source: Our elaboration on Istat data 
 
 
 
 

Tab.26 Effects of embargo in the three  scenarios in terms of Value Added and Employees (percentage value)  

 Geographic areas  

First scenario  

( Δ Production 

 = -348 mln )  

Second scenario  

( Δ Production 

 = -6257mln )  

Third scenario  

( Δ Production 

 = -25.259 mln )  

 

 
% VA 

 

 
% Empl. 

 

 
% VA 

 

 
% Empl. 

 

 
% VA 

 

 
% Empl. 

 North  -0.0087  -0.0102  -0.1513  -0.1620  -0.6133  -0.6560  

South center  -0.0094  -0.0129  -0.1248  -0.1402  -0.4988  -0.5557  

 Italy  -0.0090  -0.0115  -0.1396  -0.1516  -0.5629  -0.6084  

Source: Our elaboration on Istat data 

 

In the first scenario, the total loss of 131 million euro of Value Added is distributed at a rate of 45.8 per cent in the 

South-Center and 54.2 percent in the North. SMEs in the South-Center, in particular, lose 32 million euro. In proportion 

to the Value Added, the embargo affects a greater extent the GDP of the North, with a decrease of 80 million euro, 

compared to 67 million in South-Center. On the contrary, the total loss in terms occupied is higher than the South Center, 

given the decrease of 1,376 units against 1,196 North. Of the 1,376 employees of the South-Center 752 concern the SME 

segment. 

The biggest impact on the  employees of  South-Center , is determined by  the product categories affected by 

embargo, which consist only  on  food products, and by the importance that the southern regions have on the national 

agricultural production.  The Value Added of the North, in fact, continues to record a greater  decreases because  its 
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productivity, as seen, it is higher than the productivity of the South-Centre in all three business segments. In the second 

scenario, with the extension of the embargo to areas of Clothing, Footwear, Textile and the Technology, the trade 

blockade would result in a decrease in the total production of 6,257 million euro, of which 3,906 for SMEs. In terms of 

Value Added to the total loss would amount to 2,034 million euro, 39.3 percent due to the Centre-South and the 

remaining 60.7 per cent in the North. 

SMEs in the South-Center, in turn, would record a decline in employees of 9,575 units. In the third scenario, with 

enlargement of the blockade to all imports of the Russian Federation, the embargo would result in an overall decrease in 

production of 25.259 million euro, with a loss on the Value Added of 3,197 million euro by the Centre-South and, in 

particular, of 1707 for SMEs. This would lead to a contraction of GDP of 9.241 million euro, of which 3,603 to the South 

Centre.  

Conclusions 
This work, with the results shown, reached the objective of improving the knowledge of the embargo applied by the 

Russian Federation and, in particular, its effects on Italian companies, in three different scenarios, the first of which 

considers the current economic blockade on sector Agro-food products, the latter assumes its extension to the textile, 

clothing, footwear and to technology, the third, finally, hypothesize the extension to all imports.  

Through the methodology used, based on the model of Leontief, the survey estimated not only of the direct effects 

of the embargo but the indirect ones, due to the inter-sectoral relations between the various branches of economic 

activity. This is a first contribution to the reference framework  of the phenomenon 

Essentially, the contraction of our exports is the most immediate effect, but in some ways, less tangible. The effects that 

the economic system really perceives are represented by the effects on employment and national wealth, as described by 

the variables observed in this paper. In the present scenario, for example, the decline in exports by 168 million euro due 

to the embargo  is only part of the total damage. The real consequences for the national economy are represented by the 

decrease of 384 million euro in production and, even more, by the loss of 131 million euro of Value Added and 2,572 

occupied. The methodology also made it possible to trace the distribution of effects across sectors and between different 

territorial areas of Italy. On this basis, therefore, the present study aimed to contribute to the knowledge of the effects 

that any scenarios in the Italian-Russian trade relations will have on italian businesses. 
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