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Response of micro, small, and medium-sized  
companies to the sanctions:  

Evidence from the Russian regions

The study objective is to estimate the change in the number of micro-, small-, and medium-
sized companies in response to the sanctions imposed on the region of their registration. 
The estimated dose-response functions indicate that greater exposure to sanctions leads to 
a greater change in the number of enterprises. Extractive and agricultural regions were less 
affected by the sanctions, while small and medium-sized companies in manufacturing and 
service sector regions experienced growth. The findings are essential for regional policymak‑
ing in supporting business growth.
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1. Introduction

The years 2022–2023 have seen a significant intensification of sanctions pressure on the Rus
sian economy. According to (Castellum.AI, 2024), 2695 sanctions were imposed on Russian 
individuals and entities before February 2022, with an additional 18069 imposed after. Most 

sanctions are imposed on large companies. Such sanctions to major employers can have a detrimen‑
tal impact on micro-, small-, and medium-sized enterprises (MSMEs) through disruptions to sup‑
ply chains and a decline in demand. By contrast, the market exit of foreign companies and greater 
government support can contribute to the growth of MSMEs. Given these countervailing forces, 
the objective of this study is to estimate the response of growth in the number of micro-, small-, 
and medium-sized companies to the exposure to sanctions of the corresponding Russian region.

The economic growth of Russian regions in the 2022–2023 period was uneven, with speciali‑
sation playing a defining role. Zubarevich (2024) posits that industrial specialisation led to faster 
growth in regions with a strong military-industrial complex. In contrast, regions with a high share 
of export products experienced a pronounced decline. In the context of industry-dependent shocks, 
entrepreneurship may be considered as a means of mitigating the negative influence of sanctions. 
It is agile, diversified, and requires minimal resources. Andreeva et al. (2016) indicate that inno‑
vative entrepreneurship is a source of economic growth in Russian regions. The same is suggested 
by international evidence. Castaño et al. (2016), Acs, Armington (2004), Audretsch et al. (2020) 
emphasise the positive relationship between entrepreneurial activity and economic growth. These 
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