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In this Brief, the Sheffield Political Economy Research Institute (SPERI) considers how public
sector job losses have been distributed across the UK’s regions and devolved nations since the
2008 recession. One of the justifications for austerity has been that public sector jobs tend
to ‘crowd out’ jobs in the private sector. It is claimed, therefore, that cuts to public sector
employment will facilitate private sector job creation and help to ‘rebalance’ the UK’s economy.
However, the Brief shows that public sector job losses have been spread very unevenly across
the UK and that private sector job creation has in fact grown fastest in London —the region which
has lost the smallest proportion of its public sector jobs relative to other regions since 2008.

Background

The regions and devolved nations outside of London and the South East have historically
had a higher proportion of their workforces employed in the public sector than the capital.

Since 2010, departmental budget cuts have led to around 631,000 job losses in the public
sector.

On current projections based on HM Treasury spending plans, a further 1 million public
sector jobs are likely to be cut in the coming Parliament.

Another key goal of the Coalition Government has been to ‘rebalance’ the UK economy and
thus ensure that economic activity is not disproportionately concentrated in London and
the South East.

In this regard, as indicated above, a key claim of the Coalition has been that reducing public
sector employment will help to facilitate jobs growth in the private sector since the former
tends to ‘crowd out’ the latter.

Evidence

This Brief addresses some of these issues by looking at net job creation in the public and
private sectors across the UK regions from the first quarter of 2008 to the third quarter
of 2014. It also analyses some key trends in public and private sector employment since the
Coalition government came to power in May 2010.

From the first quarter of 2008 to the third quarter of 2014, 10.7% of jobs in the public sector
were lost in the UK. However, across the UK regions the impact of this varied widely.

Proportion of Public Sector Jobs Lost by
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As the Chart shows, the North East of England lost 19% of its public sector jobs in this period,
the West Midlands lost 12.4% and Yorkshire lost 12.6%. Scotland and Wales both lost 9.1%
and 9.5% of their public sector jobs respectively.

This contrasts markedly with London which lost only 3.1% of public sector jobs throughout
this same period.

The data show that, since the recession broke in 2008, London and the South East have
increased their share of public sector employment from 23.7% to 251% of the UK total. By
contrast, the North of England has seen its share of public sector employment decline from
25.2% to 24.2% over the same period.

Under the Coalition Government, this trend is also in evidence. From the second quarter
of 2010 up to the third quarter of 2014, London and the South East increased their share of
public sector employment from 24.4% to 25.1% of the UK total.

Between the first quarter of 2008 and the third quarter of 2014, all UK regions experienced
positive jobs growth in the private sector. However, the impact of these changes varied
markedly across the regions.

Private Sector Jobs Growth
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While the size of the private sector in London increased by 15.7%, in Wales the figure was
only 11%. Similarly, private sector job growth has been sluggish in the West Midlands (5.7%),
Scotland (4.3%) and Yorkshire and the Humber (7.8%), at least relative to the capital.

The result is that London now accounts for a larger proportion of jobs in the private sector
than when the crisis first broke in 2008. While in 2008 the figure stood at 29.2%, today
London accounts for 29.8% of total private sector employment. In contrast, the regions
outside of London have seen a decline in their private sector jobs as a proportion of the
national total, with the figure falling from 67.7% in 2008 to 66.9% in 2014.

Since the Coalition came to power in 2010, this trend has continued. Since then, London has
increased the number of employees working in its private sector by 20.3%. This contrasts
markedly with the UK average, which is 10.8%.

As such, it is worth noting that London, the region with the lowest proportionate level of
public sector job losses, enjoys at the same time the fastest rate of private sector job growth.

Contrastingly, regions which lost a high proportion of their public sector jobs — such as the
North East, North West and Yorkshire and Humber — have seen private sector jobs grow at
a rate approximately half that of the capital.
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Across the UK, private sector employment has grown faster than public sector employment
has declined between 2008 and 2014. However, again, the data varies markedly across the
regions.

For example, there are now 532,000 more jobs in London in the private and public sectors
than in 2008. This contrasts with Wales, for example, where the figure has dropped by
22,000.

Over recent years, the public and private sector employment series have been affected by
a series of major re-classifications. For example, Further Education corporations and sixth
form colleges were re-classified from the public to private sector in Q2 2012. We include a
table in the annex which shows net job creation figures if these major re-classifications are
excluded.

As can be seen in this table, when we exclude the effect of major re-classifications, London
and the South East have both increased the size of their public sectors by 2.3% and 21%
between 2008 and 2014. This contrasts with all other regions which continue to show
substantial declines in their public sector employment figures.

Excluding major re-classifications, London and the South East have also increased their
share of national public sector employment from 24.3% in 2008 to 26.1% in 2014. Conversely,
the North of England has seen its share drop from 26.3% to 24.2% over the same period.

Analysis

The assumption that the public sector ‘crowds out’ jobs growth in the private sector is highly
questionable. Indeed, the area which has had by far the fastest private sector job growth
since the onset of the 2008 crisis — London — has also been the region which has lost the
smallest proportion of its public sector jobs. This suggests that public sector employment
can be complementary to, rather than in conflict with, the goal of creating jobs in the private
sector.

Conversely, regions which have seen a rapid decline in their public sector employment —
such as the North East of England at 19% — have not seen private sector jobs grow at the
same rate as the capital.

Anumber of factors explain this dynamic. For example, central government has been relatively
protected from budget cuts relative to local government. Since a disproportionately large
number of central government jobs are located in the capital, public sector job cuts have
had less of an impact there.

In addition, cuts to the budgets of local authorities have impacted more heavily on councils
based in the North as opposed to the South of England (Berry & White, 2014). This implies
that pressure on public sector employment has been more intense in regions outside of
London.

Simultaneously, 84% of planned spending on transport has been targeted at London and
the South East whilst the bulk of spending on the arts and culture is also focused on the
capital (IPPR North, 2011). This, along with other benefits, may be a contributing factor to
the relative protection of public sector jobs in the capital.

One of the main goals of the Coalition Government has been to ‘rebalance’ the UK economy
and ensure that economic activity is not concentrated in and around London. However, the
data show that London continues to expand its private sector at a far faster rate than other
regions in the UK.
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Conclusion

Since 2008 job cuts in the public sector have fallen disproportionately on the regions and
devolved nations outside of London. As a result of this, London and the South East have increased
their share of public sector jobs as a proportion of the national total. Interestingly, however,
London has also been the region with the fastest rate of private sector job growth in this period.
This suggests that simplistic assertions about the public sector ‘crowding out’ private sector job
creation need to be challenged if we are to build a more sustainable and equitable economic
settlement for the UK.

Notes

1. The North of England here comprises the North East, North West, and Yorkshire and Humber
regions according to the ONS classifications.
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Annex

North North Yorkshire East West East of London  South South Wales Scot UK
East West and the Midlands Midlands England East West land
Humber

2008 Q1 6031
_--_____-----
Z;)Sjtgbs 19.52 13.90 12.57 10.58 12.45 10.24 3.09 8.04 15.22 9.54 9.06 10.66

2008 Q1 838 2488 1887 1646 2000 2102 3542 3339 2043 1004 1964 23596
12014Q3 905 2686 2035 1773 2115 2260 4097 3493 2206 1015 2049 25496
Z‘;i:fes " 8 7.96 7.84 7.72 5.75 7.94 15.67 461 7.98 1.10 433 805

2010 Q2 6315
_--_____-----
Z‘)’ sjtibs 2007 1699 17.67 143 15.25 13.81 1174 1264 1956 1133 1556 1468
2010Q2 816 2440 1796 1571 1907 2037 3405 3230 1932 967 1830 23001
1201403 905 2686 2035 1773 2115 2269 4097 3494 2206 1015 2049 25496

c/(r’e:\ft{::jzs 1091 1008 1331 12.86 1091 1139 2032 814 1418 496 1197 1085

North North  Yorkshire East West East of London  South  South Wales Scot UK
East West and the Midlands Midlands England East West land
Humber

Creation -265

2008 Q1 863 2541 1928 1676 2042 2129 3598 3412 2085 1012 1982 23268
Net Job

Creation 1439

Source: Office for National Statistics (2014)
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