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Overview: how cuts suppress employment 

1. Europe: austerity reverses public sector protection of jobs 

In Europe, there are over 3.7million jobs have been lost since the start of the crisis. But job growth of 

2.1million in public services has prevented an even greater loss.  This has mattered in each country, not just 
at the level of the EU as a whole – there is no country in Europe in which private sector employment has yet 

recovered to the same level as in 2007, just before the crisis. Even in Germany, where there are 414,000 

more jobs than 4 years ago, all these have come in public services.  
 

The overall picture in Europe is set out in the table below. 
1
  

 

However, this picture is already changing in some countries with sharp ‘exit strategies’. In the UK for 
example employment in government sectors peaked at the end of 2009 and has fallen by 120,000 a year later. 

 

Table 1.  Employment changes in EU during crisis 

Changes between 2007 Q$ and 2010 Q4 

 

Numbers 
(‘000s) % 

   Total -3,679 -1.7% 

Private -5,790 -3.5% 

Public sector  2,111 3.9% 

of which: 
  Public administration and defence; compulsory social 

security -54 -0.3% 

Education 884 5.8% 

Human health and social work activities 1,256 5.9% 
Water, sewerage, waste management and 

remediation activities 25 1.6% 

Sources: Eurostat database Employment (lfsq_egan2, lfsq_egana) downloaded 08/07/2011 

http://epp.eurostat.ec.europa.eu/portal/page/portal/employment_unemployment_lfs/data/database  
 

 

2. USA: public sector job losses wipe out private job gains 

At federal level, where there are just over 2million civil servants, there was no policy to cut or freeze jobs up 

to the last quarter of 2011.   However, the loss of tax revenues due to the recession has meant that states still 

                                                   
1 The Eurostat quarterly data does not have a public-private sector classification, so the table sets out data assuming that 

all jobs in public administration, education and healthcare are public sector. This in effect exaggerates the size of the 

public sector, as some of this work is done privately. In the UK for example this approach assigns nearly 9 million 

workers to the public sector, whereas official statistics assign less than 6 million. 

http://www.psiru.org/sites/default/files/Overview-cwbrief-jobs.pdf
http://epp.eurostat.ec.europa.eu/portal/page/portal/employment_unemployment_lfs/data/database
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faced a ‘funding gap’ even after the stimulus package money. There were some  tax increases in some states, 

but nearly all have reduced spending on services.  

 
As a result, the number of people employed by state and local governments in the USA fell by 535,000 from 

August 2008 to May 2011.  For example, New Jersey and Tennessee have each cut 2000 jobs through early 

retirements and layoffs; the state of Washington is cutting 4,000 jobs as the result of a recruitment freeze. 
Cuts in 2012 could lead to the loss of a further 650,000 jobs unless federal government support is continued. 

 

The charts below show this decline, and show the clear difference between the level of jobs in federal 
government – which were able to continue growing as a result of the stimulus package, which itself was 

possible because of the freedom to adopt Keynesian deficit-financing to maintain demand – and the falls in 

state and municipal employment (a much larger part of the public sector in the USA), where such deficit-

financing is illegal. 

Chart A. Employment in government in USA June 2007-December 2010 

 
Source:  BLS 2011 Employment loss and the 2007–09 recession: an overview  

http://www.bls.gov/opub/mlr/2011/04/art1full.pdf  

 

These trends have a demonstrable negative effect on employment recovery in the USA. The October 2011 
employment figures showed a rise of 1.8million jobs in the private sector in the previous year, but in that 

period the public sector had shed  323,000 jobs, thus offsetting  more than half of the job gains in the private 

sector.    

Table 1.  Job changes in USA Oct 2010 - Oct 2011 (thousands) (seasonally adjusted) 

 Oct 2010 Oct 2011 Nos. Change 
annual 

% change 
annual 

Private sector 107,713,000 109, 537,000 +1,824,000 +1.8% 

Government 22,302,000 21,979,000 -323,000 -1.5% 

Total 130,015,000 131,516,000 +1,501,000 +1.2% 

Source: BLS  July 2011 Employees on nonfarm payrolls by industry sector and selected industry detail  

http://www.bls.gov/news.release/empsit.t17.htm  

http://www.bls.gov/opub/mlr/2011/04/art1full.pdf
http://www.bls.gov/news.release/empsit.t17.htm

