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10. Conclusion 

The previous chapters have presented four rationales, using eight measures, for the Government to 
support a sector: the monetary impact, the labour market impact, the potential losses, the future 
benefits, and the capacity of a sector to fulfil orders rapidly. While each of these rationales can be 
used to argue for increased Government support, a comprehensive economic case for increased 
support must take account of all measures simultaneously. When considering the overall economic 
case a decision must be made as to whether any measures have greater importance than others. In 
this study we believe that no measure can be seen as being more important than another, and 
therefore we treat each measure equally. 

To assess the economic case of each sector we have devised a system of ranking, which utilises the 
average ranking of a sector for seven measures: GDP multiplier, jobs supported, share of 
employment that is highly-skilled, the R&D intensity, the export intensity, the taxation revenues, and 
the capital intensity. The capacity measure used in this study is not included in calculating the 
average ranking due to the small number of sectors for which it is available. 

Table 10-1 presents the rankings for each sector for each measure; 1 indicates the sector ranks 1st, 
and 27 ranks 27th. The outcome of the table is that the strongest economic case (excluding capacity 
considerations) for increasing Government investment in order to stimulate the economy can be made 
for the publishing, machine tools and defence sectors, as these sectors have the three lowest average 
rankings (10.1, 10.4 and 10.6 respectively). However, once capacity is taken into account, the case 
for supporting the defence sector is strengthened, as it has greater spare capacity than the other 
sectors.

This study has examined a wide range of benefits which can accrue from an increase in Government 
investment within a sector. While immediate impacts are necessary to help the economy exit 
recession, any investment must also take into account its possible longer term impacts, through its 
support of R&D and export intensive industries. To be effective an investment needs to be aimed at 
industries that can absorb an increase in demand; if an industry is running at full capacity the 
increased investment will merely add to future orders, and any immediate benefits from investment 
will be lost. As a result investments need to be targeted in such a way that their positive impact is 
balanced between short term and long-run benefits, and a sector has the capacity to ensure that its 
benefits are felt immediately and are not delayed until capacity becomes available. 

Key Points

• For a comprehensive case all measures must be considered together. 

• The UK defence industry performs well in all measures relative to other sectors without 
ranking first in any measure. 

• When all measures are considered together, the defence industry presents a powerful 
case for Government support relative to other sectors of the economy. In particular, the 
industry is a substantial investor in R&D and supports a significant number of highly skilled 
jobs. 
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Table 10-1 Economic case overview 
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Publishing 1 9 10 12 7 17 4 12 10.1 6
Machine Tools 2 15 9 14 8 4 6 17 10.4 7
Defence 3 13 12 8 3 13 12 13 10.6 3
Air transport 4 8 14 10 17 11 11 3 10.6 n/a
Activities auxiliary to financial intermediation 5 6 16 9 11 6 2 25 10.7 n/a
Computers & software 6 11 13 1 2 15 10 23 10.7 n/a
Apparel 7 16 5 19 9 2 15 10 10.9 3
Pharmaceuticals 8 23 25 2 1 3 20 8 11.7 6
Water transport 9 2 18 11 17 7 25 5 12.1 n/a
Supporting & auxiliary transport activities 10 1 8 18 17 21 16 6 12.4 n/a
Banking and Finance 11 19 17 5 14 14 7 n/a 12.7 n/a
Electrical components 12 26 19 13 5 1 14 11 12.7 9
Motor Vehicles 13 7 20 15 4 9 21 15 13.0 5
Construction 14 4 3 24 16 24 3 24 14.0 n/a
Hotels and restaurants 15 17 2 25 26 16 9 4 14.1 n/a
Steel 16 10 21 16 15 5 18 16 14.4 9
Leather 17 25 7 17 9 8 27 9 14.6 7
Insurance and pensions 18 3 15 6 11 20 22 25 14.6 n/a
Telecommunication 19 24 23 7 6 18 19 7 14.9 n/a
Retail trade 20 18 1 23 17 27 1 20 15.3 n/a
Wholesale trade 21 5 11 20 17 23 13 22 15.9 n/a
Wood products 22 12 4 26 25 19 8 18 16.0 n/a
Sale of motor vehicles 23 14 6 27 17 25 5 19 16.1 n/a
Distribution of water 24 27 24 3 26 26 17 1 17.7 n/a
Manufacture of coke, etc 25 22 27 4 17 10 26 21 18.1 7
Renting of machinery 26 20 22 22 17 22 23 2 18.3 n/a
Tobacco 27 21 26 21 11 12 24 14 18.4 7
Rank 1=first, 27=last
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