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Regional effects of a recession in Germany triggered by an 
import stop for Russian gas 

A halt in Russian gas deliveries would lead to a recession in the Ger-
man economy. Not all regions would be equally affected: The Halle 
Institute for Economic Research (IWH) expects a significantly 
stronger slump in economic output in regions where the manufac-
turing sector has a large weight than elsewhere. 

In case of a sudden stop of Russian gas deliveries to the European Union, they could 
not be fully replaced in the short term and gas prices would rise sharply again. If 
private households and, as long as stocks last, firms are not rationed, the storage 
facilities are likely to be used up at the turn of the year 2022/2023. Assuming that 
the gas quantities in the individual branches of industry are cut proportionally in 
spring 2023, there would be losses in value added that affect the other sectors of the 
economy as well. We expect a decline in gross domestic product of around 2% in 
2023 for this case. 

The extent to which the individual districts in Germany would be affected can be 
estimated based on the economic structure of these districts, because such a crisis 
would affect the economic sectors to varying degrees: The manufacturing industry 
as well as the mining and energy supply sectors would be hit particularly hard. The 
share of the economic sectors in gross value added varies greatly from district to 
district. If the decline in gross value added by economic sector is allocated to the 
districts in proportion to their respective share of the total value added of an eco-
nomic sector, a differentiated regional picture emerges. 

“In regions where the manufacturing sector is highly important, for example in many 
south German districts, particularly high losses in value added are to be expected,” says 
Oliver Holtemöller, Head of the Department Macroeconomics and Vice President at the 
IWH. In East Germany, the loss of value added is lower than in the west, because the 
manufacturing sector in East Germany accounts for a smaller share of total value added 
(14%) than in West Germany (21%). Due to differences in the labour productivity 
between districts, the expected effects on employment are not identical to the expected 
losses in value added: “The lower the labour productivity, the more employed persons 
are affected by a given decline in value added,” says Holtemöller. 

Publication (in German): 
Oliver Holtemöller, Axel Lindner, Christoph Schult: Regionale Effekte einer durch einen 
Lieferstopp für russisches Gas ausgelösten Rezession in Deutschland. IWH Policy Notes 
1/2022. Halle (Saale) 2022. 

Download (Excel file): 
Effects on value added and employment for all German districts 
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The IWH list of experts provides an overview of IWH research topics and the 
researchers and scientists in these areas. The relevant experts for the topics listed there 
can be reached for questions as usual through the IWH Press Office. 
 
The Halle Institute for Economic Research (IWH) – Member of the Leibniz Association was founded in 

1992. With its four research departments – Macroeconomics; Financial Markets; Structural Change; Laws, 

Regulations and Factor Markets –, IWH conducts economic research and provides economic policy 

recommendations, which are founded on evidence-based research. With the IWH’s guiding theme 

“From Transition to European Integration”, the institute’s research concentrates on the determinants of 

economic growth processes with a focus on efficient capital allocation in a national and European context. 

Particular areas of interest for the institute are macroeconomic dynamics and stability, microeconomic 

innovation processes, productivity and labour markets, the dynamics of structural adjustment processes, 

financial stability and growth and the role of financial markets for the real economy. 

The Leibniz Association connects 97 independent research institutions that range from the natural, 

engineering and environmental sciences via economics, spatial and social sciences to the humanities. 

Leibniz institutes address issues of social, economic and ecological relevance. They conduct knowledge-

driven and applied basic research, maintain scientific infrastructure and provide research-based 

services. For further information, see http://www.leibniz-gemeinschaft.de/en/home/. 
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