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Believe it or not: Government employment edition

By Taylor Schleich

Last month, we channeled our inner Robert Ripley, publishing Believe It
or Not: Government Finance Edition. As we explored, Canadian
governments borrowed more than their U.S. counterparts (as a % of
GDP), contrary to popular belief. Here’s another that may run counter to
one’s intuition: Which federal government has cut more jobs in 20257
Hint: It's not the one that created a Department of Government Efficiency.
No, it's in Ottawa where the bureaucracy has been under more pressure.

As per last week's SEPH data, Canadian federal government
employment has fallen 3.8% through July, while the U.S. federal
workforce is down 3.1% through August. Note that falling government
employment in Canada isn’t just a 2025 phenomenon, nor is it a Mark
Carney initiative. Budget 2024, released by the Trudeau administration,
sought to achieve fiscal savings via natural attrition in the workforce.
You'll therefore find federal employment is down ~5% from early 2024.

There are caveats. First, there was notionally greater scope for job cuts
in Ottawa given the hiring surge that took place in the first ~80% of the
Trudeau era. Federal employment is still a larger share of employment in
Canada, but this wasn’t always true (before 2020, Canada’s government
footprint was smaller). Second, U.S. government job cuts may be
understated as deferred resignations have left workers technically

Chart 1: Ottawa has cut relatively more jobs than D.C. in 2025

Canada and U.S. federal government employment in 2025
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Chart 3: Canada didn’t always have a bigger federal footprint
Federal government share of total non-farm employment

28 1 % of total non-farm employment

— US
Canada

2.6

2.4 1
2.2 1 _/4.\

2.0 1

1.8 1

1.6

™ T} ~ o ™ 0 ~ o - ™
S S o S - - - - I I
o S S S o o o o o =}
I3 3% 3% 3% 3% I3 39 I3 3% 3% 3%
Source: NBC, StatCan, BLS | Note: Canada federal gov't strike month (Apr-23) excluded

2025 1

T
—
-—
o

2001

‘employed’ but are really being temporarily paid not to work. So, this ‘fun
fact’ may not be fact for much longer (and at this moment, the U.S.
government shutdown leaves far more federal workers ‘unemployed’.)

Nonetheless, it's perhaps an unintuitive/underappreciated dynamic at a
time when government spending is in focus. It begs the question: how far
will this go? Without a clear plan from the not-so-recently elected
government, it's hard to say. For context, a return to a 2015 federal
workforce share would involve a ~50K (-14%) reduction from here. This
drop would be on the same order of magnitude as the 1990s public sector
retrenchment. However, it's hard to imagine this playing out as the
government is planning to expand its reach in a big way (e.g. via the new
Build Canada Homes or the Major Projects Office). What is clear is that
fewer federal workers won't be sufficient to offset the cost of a growing
list of spending commitments and forgone revenues via tax cuts. The
result, as the government freely admits, will be a “substantial” deficit when
the federal budget is finally released on November 4™. Recent PBO
analysis confirms this assessment with a preliminary $68.5 billion deficit
estimate for 2025-26 (and that’'s without fully incorporating the 3.5%/5%
NATO commitment). That estimate is of course subject to change and will
likely prove too conservative when all is said and done.

Chart 2: Canada’s federal workforce surged from 2015-2024
Canada & U.S. federal government employment since November 2015
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Chart 4: Personnel expenses only ~13% of federal spending
Total estimated federal spending in 2025-26 by major category
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