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AMERICA’S MOST EDUCATIONAL ECONOMIC NEWSLETTER

Wyoming’s Big Government. 
While the national economy took a deep nose dive 

in 2008, Wyoming held out and did not experience the 
recession until early 2009. Unemployment increased, 
but never to the extremes experienced in most other 
states. Yet despite its comparatively stable employment 
numbers, the Wyoming economy is not in as good a 
shape as a superficial analysis might indicate.

For the third year in a row, The Cowboy State has 
the highest rate of state and local employment in the 
country. In February 2009 30.8 percent of employed 
Wyomingites worked for the state or for a local govern-
ment. February numbers for 2010 and 2011 are identical 
act 32.8 percent. 

From 2009 to ’11 Wyoming lost 11,900 private sec-
tor jobs, yet state and local governments added 1,300 
employees to their payrolls. 

There are, at least for now, no more job losses in the 
private sector. This, however, does not shield Wyoming 
taxpayers from future tax increases to pay for larger cad-
res of state, county and city employees.   

Source: Bureau of Labor Statistics, state employment data. 
http://bls.gov. 
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LEGISLATIVE NOTES
The so called budget deal reached to avoid a federal 
government shutdown on April 8 will lead to the first 
legislative action since World War II exclusively dedi-
cated to reducing government spending. As such it may 
represent a trend-breaker; if it does, it can have both 
positive and negative effects on the U.S. economy. The 

positive effects would come from a reduced federal 
deficit; the negative effects could come in the form of 
defensive spending cuts that shrink spending programs 
instead of reforming them away.
For more, see:  
http://www.politico.com/news/stories/0411/52853.html  

Lowest state-local gov job share of state total, 
2011:

Rhode Island 13.2 percent
Pennsylvania 13.7 percent
Nevada  14.6 percent

Source: Bureau of Labor Statistics, bls.gov.
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In a March 25 news release, the Bureau of Labor Statistics (BLS) reported:1

Over the year, nonfarm employment increased in 44 states and the District of Columbia and decreased in 6 states. The larg-
est over-the-year percentage increase occurred in North Dakota (+4.4 percent), followed by Vermont (+2.8 percent) and Alaska 
and Texas (+2.5 percent each). The largest over-the-year percentage decrease in employment occurred in Kansas (-1.0 percent), 
followed by New Mexico (-0.8 percent) and Nevada (-0.7 percent).

This is further evidence that the U.S. economy is slowly recovering from its deep recession. A closer look at the 
BLS data also shows that private sector job growth appears to be a driving force behind the job growth. The recovery 
is too short to have established a trend yet, so it is too early to draw any conclusions regarding the long-term balance 
of job growth between the private sector and government. Nevertheless, a job growth comparison February 2011 to 
February 2010 reveals that:

•	 In	27	states	the	total	number	of	jobs	is	up	while	the	total	number	of	jobs	in	state	and	local
 government is down;
•	 Another	17	states	experienced	total	job	growth	with	small	to	moderate	increases	in	state	and	 

 local government jobs;
•	 In	three	other	states	the	total	number	of	jobs	fell	but	state	and	local	government	jobs	fell	more 

 than the total loss of jobs;
•	 Only	in	three	states	did	state	and	local	governments	shed	fewer	jobs	than	the	total	state	economy.

In the first group, private sector job growth is relatively strong. In Georgia, the total number of jobs grew by 13,400 
while state and local governments cut away 14,800 jobs. The private sector in Georgia added 29,600 jobs in February 
2011	over	February	2010.	(Federal	jobs	in	Georgia	were	down	1,400.)	The	private	sector	in	Arizona	added10,700	jobs	
while state and local governments had 5,600 fewer employees in February 2011. (There were 200 more federal jobs in 
The Grand Canyon State.) 

Montana displayed the third largest parity between private and local government job growth: while states, coun-
ties,	cities	and	towns	had	1,700	fewer	employees	in	February	2011	over	a	year	earlier,	the	private	sector	expanded	their	
payrolls with 4,800 employees. (There were 900 fewer federal employees.)

In Tennessee, all of the state’s net gain of 35,000 jobs was in the private sector. Even California saw a positive job 
growth trend: the private sector had 284,100 more people on payroll in February 2011 than a year earlier; state and 
local	government	had	58,700	fewer	employees.	(Federal	jobs	were	down	4,400	in	The	Golden	State.)

The	federal	government	cut	17,900	jobs	year-to-year,	in	the	50	states.	This	is	no	indication	of	where	the	number	of	
federal jobs is heading generally, but it is a contributing indicator that the several states are, at least for now, heading in 
the direction of more private employment and less dependency on government for jobs.  

Employment data for the month of February since 2001 shows that states and local governments have grown their 
share of total employment in most states. A shorter trend, 2008 to 2011, reinforces this impression: in 41 states the 
state governments had a larger share of total employment in 2011 than in 2008. The corresponding number for local 
governments is 44 states. Therefore, if the 2010-to-2011 comparison shows a private-sector comeback, it is also the first 
sign of a positive trend-break. 

1Please see: http://bls.gov/news.release/laus.nr0.htm 

Private Sector Drives Drop in Unemployment
AROUND USA

Continue the conversation at larson4liberty.com



3

is a 501(c)(3) educational and research organization

Address: 1902 Thomes Avenue, Suite 201; Cheyenne, WY 82009.

Website: http://wyliberty.org

  Phone/Fax:	307.632.7020/307.632.7024

STATE FOCUS:

After an almost epic decline, California has shown some weak signs of a comeback in private sector jobs. The Bu-
reau of Labor Statistics cited elsewhere in this newsletter notes that California has gained 284,000 private sector jobs 
between February 2010 and February 2011. 

Given the tax and regulation climate in The Golden State, surprise is a reasonable reaction to such news. The Tax 
Foundation has ranked California as one of the ten most heavily taxed states since 1998. Nevertheless, the BLS employ-
ment data clearly shows a private-sector recovery under way. 

Before one looks for an analytical answer to the question of “Why California?”, a closer look at the recovery is mer-
ited. From February 2010 to February 2011:

	 •	Goods	manufacturing	added	22,500	jobs	for	a	total	of	1,817,000;
	 •	The	service	industries	added	297,000	jobs	for	a	total	of	12,140,000;
	 •	Oil	and	Gas	Extraction	added	only	200	jobs,	but	the	total	of	9,300	is	a	ten-year	record	high;
	 •	Construction	added	10,200	jobs	for	a	total	of	553,000;
	 •	Manufacturing	of	computers,	electronics	and	related	products	added	18,700	jobs	for	a	total	of	388,000;
	 •	Medical	Equipment	and	Supplies	manufacturers	added	2,200	jobs	for	a	total	of	52,000.

Some private sectors still lost jobs – the car manufacturing industry, e.g., is almost wiped out in California – which 
helps explain why significant additions in the services industries are higher than the total growth in private sector jobs. 

Construction activity has increased primarily in residential and “specialty” construction. The latter is typically re-
lated to building tailored facilities for other private sector industries, which indicates that there is indeed a recovery 
under way in California. Another sector that shows recovery tendencies is Heavy/Civil Engineering construction.

The small sector of medical equipment production is worth mentioning for two reasons. First, at 52,000 employ-
ees the sector is the largest it has been in The Golden State since 2001. Secondly, its high-tech profile and high-skills 
work force makes its recovery is a good sign for the economy of the state. The industry exemplifies the combination of 
demand for high-end professional workers and high-level compensation. California as a state desperately needs those 
kinds of jobs for its future prosperity.

The California recovery is important for the nation’s economy, but from an analytical perspective it is somewhat 
puzzling. Government incursions into the private sector do not help job growth. 

A plausible explanation is that two variables are joining force: the national recovery and a change in the fiscal policy 
tone	in	Sacramento.1	While	Governor	Brown	has	a	history	of	fiscal	irresponsibility,	his	new	tone	is	different.	Ostensibly,	
he is not going to let the Democrats in the state legislature push taxes higher, but will instead go to great length to try 
to close the state’s budget gap without increasing the burden on taxpayers. 

It is well documented in economics literature that uncertainty stifles business activity. Business decisions are based 
as much on predictability as on low operating costs. An entrepreneur or business executive will accept higher operating 
costs in the form of taxes if that tax and the regulatory framework can be expected to stay unchanged for a long period 
of time. The new tone in Sacramento may have added enough reassurance on the tax front to motivate businesses to 
invest in the state. 
 1 For a series of blogs chronicling the battle for California’s fiscal future, please see: 

http://www.larson4liberty.com/search/label/CALIFORNIA
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