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continued, and the United States, where divorce has always been extremely frequent 
and where it started to decline around 1980. (Still, divorce rates in the United States – 
incidentally the classical country of “employment at will” – have remained by far the 
highest in the world.) Moreover, new marriages declined during the same period until 
the ratio of marriages over divorces converged in six of our seven countries, at roughly 
2:1 in the middle of the present decade (Figure 6).5 

As marriage declined, cohabitation increasingly took its place. In Germany, statistics on 
cohabitation, which had not been considered worth collecting before 1978, show an in-
crease in the percentage of unmarried couples by a factor of more than six in roughly a 
quarter of a century, from 2 percent in 1978 to 13 percent in 2005 (Statistisches Bundes
amt, own calculations). Since the denominator of the relationship includes all couples, 
young and old, cohabitation among the younger generation can be assumed to be much 

5	 An exception is Italy, where divorce is still rare, having been not legally possible until well into 
the 1970s, and to an extent Japan.

Figure 7 Births to unmarried parents, in percent
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more widespread. Simultaneously, births to unmarried parents, which were very rare 
outside Scandinavia until the 1980s, increased dramatically in almost all countries, from 
an average in 1970 of 7.5 percent of newborns in our seven countries to no less than 
33 percent in 2005 (Figure 7). As a consequence, single-parent families proliferated. In 
relatively conservative Germany, 27 percent of families with children were headed by a 
single parent or an unmarried couple in 2005, doubling the figure from the end of the 
1970s and, we may reasonably assume, much more than doubling that from the 1960s 
(Statistisches Bundesamt, own calculations). 

Finally, as family ties became progressively less institutionalized through the easier avail-
ability of divorce and growing social acceptance of cohabitation as a legitimate alternative 
to marriage, birth rates fell steeply. All over the Western world, the breakup of the Fordist 
family-cum-employment regime was accompanied by a rapid decline in the number of 
newborn children, a process that continued well after reliable contraception and legal 
abortion had first become available (Figure 8). Being easily the most lasting and least 
revocable social commitment people can make, having children seems to have appeared 
to a new generation as increasingly incompatible with the more flexible and unsettled life 
associated with both more market-driven employment and less binding social relations.

Figure 8 Total fertility rates
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3	 Market attractions, market pressures

One explanation, then, for why flexible labor markets became tolerable after the end 
of the “Golden Age” – contradicting the Polanyian conjecture that the desire for social 
stability would impose tight limits on the commodification of labor – may be that soci-
ety, and in particular the family, had itself become more flexible. Cultural change – the 
spread of non-standard forms of social life – may have paved the way for economic and 
institutional change, in particular the rise of non-standard forms of employment, with 
the deregulation of society as a forerunner to the deregulation of the economy. In fact, 
it seems that the decay of the postwar family was already well under way before employ-
ers and economists began attacking the standard employment relationship in earnest. 
Note that the concept of liberalization may refer not just to an economic process, but 
also to a social and indeed cultural one, and that shedding social obligations may hold 
attractions not just for employers in labor markets, but also for individuals in families 
and communities. Cultural revolutions, like the one in Europe in the late 1960s and 
early 1970s, do not necessarily require external causes, as there may be enough internal 
discontent inside a social order to make it change from within. What is deemed a good 
or appropriate life may change profoundly, not just between generations, but within 
them as well. 

In any case, transition to a more flexible labor market regime after the 1970s does not 
seem to have been obstructed much by resistance of ideas from the 1960s about a livable 
society. In fact such ideas seem to have given way with surprising ease to cultural ten-
dencies highly favorable to an expansion of markets, in particular the rise of attitudes 
and dispositions for which markets are as much an attraction as a threat. With fewer 
and less binding family obligations, living with less stability and more adventure seems 
to have become more acceptable in the worlds of work as well as employment. Causal 
relations are obviously highly complex and seem to work in both directions. The erosion 
of the standard employment relationship may have made family formation difficult for 
young people, just as it may offer an excuse for postponing or avoiding altogether entry 
into binding social commitments, such as marriage and childbearing, which in turn 
may make it less urgent to look for stable employment. Moreover, cultural definitions 
of what constitutes and is implied in social relations seem to be important background 
factors, as suggested by the astonishing parallels in rates of separation in marriage on 
the one hand and in employment on the other, over time as well as between countries 
like Japan, Germany and Italy versus the United Kingdom and the United States.

Clearly, the decisive development in this context was the mass entry of women into paid 
employment, which eventually came to be celebrated across the political spectrum as 
a long-overdue liberation from servitude in the feudal village of the patriarchal family. 
Especially for the liberal wing of the rapidly growing feminist movement, the associated 
increase in economic uncertainty and social instability appeared to be a price worth 
paying for what was seen as secular social progress. Commodification of labor, once 
perceived by the Left as a threat to the dignity of the individual and the stability of 
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society, became redefined as a desirable alternative to a repressive, pre-modern way of 
life, or at least a necessary answer to a new generation of men who could no longer be 
relied upon to accept traditional social obligations as husbands and heads of families. 
It remains a puzzling question how it was that cultural change favoring more flexible 
social relations and defining uncertainty as a welcome opportunity for personal growth 
and self-assertion happened just at a time when labor shortages and the resulting wage 
inflation seriously impeded further economic growth and made employers desperately 
search for ways of expanding the labor supply.

Economically and politically, female progress in employment had to be achieved in op-
position to the Fordist labor market regime, which was soon to be denounced by femi-
nist commentators as a male construction founded on female domesticity and subser-
vience. In Germany, where postwar labor market institutions were more resilient than 
elsewhere, it took time for the growing number of women attracted, according to the 
liberal-liberationist narrative, by the freedom of the market to wear down the institu-
tional barriers against employment expansion inherent in the family wage system and a 
male-breadwinner social security regime. Even here, however, rigid institutions protect-
ing the historical prerogative of males to sell their labor power for money, and sustain-
ing with it the established family system and its “gendered” division of labor, finally had 
to give. Of course, flexible labor markets open to all, expected to accommodate what 
was in effect a doubling of the labor supply, could no longer offer the same sort of se-
curity and stability as the labor markets of Fordism with their tightly restricted supply. 
Nor could they continue to pay one worker enough to feed an entire family. But women, 
the new enthusiastic constituency of open and competitive labor markets, were clearly 
less concerned about employment security than the sole breadwinners of yesteryear, 
and they certainly did not require a family wage given that, under the rule of the new 
individualism, they ideally had to take care of only themselves.

There is, however, another, alternative account of the simultaneous rise of flexible em-
ployment and flexible families. Whereas the liberationist story, embraced by feminists 
as well as by employers enthusiastic about the prospect of a massive increase in the 
labor supply, emphasizes the attractions of the market for the individual, the alterna-
tive, if you will: Polanyian account focuses on the pressures markets exert on society. 
According to it, beginning in the 1970s stagnant real wages and rising unemployment 
compelled households to supply more labor to the market to defend their accustomed 
standard of living. Eroding social protections and the declining efficacy of social rights, 
caused by intensified competition in product markets and mounting political offen-
sives by employers against the postwar labor regime, increasingly exposed workers and 
their families to market uncertainties. Consequently they found themselves forced to 
supplement single-earner incomes by married women taking up employment – part-
time where it was available – in order to cope with accelerating industrial restructur-
ing. A side effect was intensified wage competition and pressures on the conditions of 
employment – or, where these were successfully defended, a trend toward labor market 
dualism. Among the young generation, formation of stable family relations was post-
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poned or abandoned altogether as market uncertainty made entry into a settled life 
increasingly difficult. One result was and continues to be a growing number of unstable 
families and single mothers living near the poverty line. Indeed having children, espe-
cially more than one, became the most important cause of poverty for individuals as 
well as for families. Moreover, by the end of the century, rising costs of social protection 
forced reforms of the welfare state and the labor market designed to push as many of 
the unemployed as possible, including single mothers, into employment. As all sorts of 
“atypical,” flexible employment proliferated, so did the pressures on the standard em-
ployment relationship at the center of the employment regime.

I will only briefly touch on the question of whether and how the two accounts – of 
women pushed into employment by economic constraint and welfare reform, or pulled 
by the prospect of personal liberation – might be reconcilable. For example, while the 
market attractions narrative probably applies mostly at the top end of the social spec-
trum, the market pressure account is likely to reflect conditions at the bottom. What 
may be a welcome adventure for one – the exodus from the Fordist family into flexible 
markets for both employment and family relations – may be an unpleasant necessity 
for the other, caused by low wages or unstable family unions. One may also take the 
liberationist account to be an ideological representation of the structural constraints 
described by the market pressure or the family dissolution story. While ideologies do 
reflect reality, they do so selectively in ways that make it appear ideal or inevitable. A 
glorifying ideological representation of a flexible life and the freedom that comes with 
it may become hegemonic if the image it projects of the real world appears plausible 
and attractive to those who dominate public discourse. What may have started as mar-
ket pressure on households struggling to defend their living standards, or as increasing 
unreliability of family relations, may in this way gradually translate into a moral duty 
for women to seek paid employment and prove themselves by earning their living inde-
pendently in a competitive labor market.

In any case, although it is unlikely that the recommodification of labor after the end of 
the “Golden Age” was driven by a mass desire for economic adventure, the willingness 
to defend the postwar social order against the pressures and attractions of the market 
seems not to have been nearly as strong as someone like Polanyi might have expected. 
To many, escaping from the Fordist family was more important than defending the 
standard employment relationship, and their interests coincided in nontrivial ways with 
those of others who were keen on abolishing the latter for very different, economic pur-
poses. One reason why the labor market regime of the postwar settlement was vulner-
able not just economically and, as it were, from without, but also culturally and from 
within seems to have been the vulnerability of the culture it was supposed to protect 
to what Boltanski and Chiapello have called the “artistic critique” of industrial society 
(Boltanski/Chiapello 2005): the claim that life in that society offered little if any op-
portunity for individual autonomy and personal authenticity. “Artistic” discontent with 
life in the 1950s and 1960s prepared the way for the cultural megatrend of the second 
half of the twentieth century, individualization. In the process exit, or the option of exit, 
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became more highly valued than loyalty – which not only made for more flexible fami-
lies but apparently also made more acceptable an emerging employment regime that 
both required and offered more flexibility. At some point in the late 1960s, the prospect 
of spending one’s entire working life with the same employer in the same occupation 
seems to have begun to appear as confining as life-long monogamy.6 In this way, ascen-
dant individualism seems to have both allowed for and required a new quantum leap in 
the commodification of labor, with many more people than might have been expected 
turning out to be prepared to enjoy, or at least to know of no alternative to, a much 
more market-driven way of life as part and as a condition of individual autonomy.

4	 The socialization of reproduction

A little later, in the ageing societies of the industrialized world, falling birth rates became 
a prominent subject of public concern and public policy. In the immediate postwar 
years, when children were born in large numbers, having children was considered in 
most countries to be a private affair. An exception was what was at the time the ultimate 
country of social engineering, social-democratic Sweden. Here, early state feminism 
went hand in hand with pronatalism and extensive eugenic intervention in reproduc-
tive behavior. In Germany, by contrast, Konrad Adenauer, Roman Catholic that he was, 
became famous for his dictum, “Kinder kriegen die Leute sowieso” (“people have chil-
dren anyway”). Later, in the 1970s, Helmut Schmidt held the view that “what people do 
in their bedrooms” had to be of no interest to the government. Clearly, this reflected 
the memory of Nazi population policies, which made pronatalist state policies taboo 
throughout the history of West Germany. Today, however, the number of children has 
become a highly salient political issue even in Germany – the universally accepted prin-
ciple being that having too few children is dangerous to the health of a society and that 
therefore the rate of births is a matter of legitimate and indeed urgent public interest.

That children do not fit comfortably in androgynous labor markets has become com-
monplace in recent years. Nobody doubts that the pressures and attractions of expand-
ing markets have contributed to the dramatic decline of birth rates in recent decades. 
A family that sells, or must sell, 3,400 “person hours” a year to the labor market has 
less time to devote to children than one that sells only 1,700 hours. The new social-
democratic orthodoxy, where social democracy increasingly includes liberal as well 
as conservative parties, is public provision of childcare together with a wide variety 
of other public services, subsidies and incentives designed to make high labor market 

6	 Coincident with the sexual revolution of the late 1960s and early 1970s, whose traces can be 
found in the rising divorce rates, it became commonplace to ridicule the “golden watch” em-
ployers would award workers when they retired from lifetime service. Its place was taken by the 
“golden handshake” paid upon dismissal.
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participation of women compatible with a high, or at least higher, birth rate (Esping-
Andersen 2009; Kröhnert et al. 2008). Various reasons are given for why female em-
ployment must be maintained and indeed increased, ranging from modern women, if 
forced to choose, preferring the freedom of paid employment over life-long bondage 
to children; to women being compelled by new family structures to earn a living for 
themselves; to commodifying labor market policies; the disappearance of family wages; 
increasing consumption standards; and an alleged general need to raise overall labor 
market participation in order to overcome bottlenecks in the labor supply or secure the 
continued funding of the welfare state. 

Whatever the case may be, we can observe that the physical reproduction of society, 
long considered a family matter, is rapidly becoming socialized, or nationalized, in a 
number of countries – as we will see, at high public expense. Here, too, the principle 
that seems to be at work is that as markets penetrate into social relations and strategic 
utility-maximizing replaces traditional norm-following, gaps emerge in the social fabric 
that call for political compensation unless a society is prepared to live with them. Like 
Danish labor market policy, the new family policies in continental European countries 
are intended to neutralize the negative side effects of increased flexibility on social life, 
not only in the case of employment but also in that of family relations. A return to less 
flexibility, in labor markets or families, is advocated only rarely: Easy divorce and legal 
abortion are politically sacrosanct,7 and an expansion of employment rights or a return 
to family wages are economically unrealistic. Almost as a matter of course, the state is 
expected to maintain, at public expense, an infrastructure that facilitates the expansion 
of market relations and compensates for its social dysfunctions. Here as elsewhere, as 
rational individualism takes the place of social obligation, states are coming under pres-
sure to provide collective remedies for the demise of traditional cultural norms and 
normative restraints. 

Policy measures aimed at increasing birth rates are not limited to the expansion of free 
childcare. Governments fear, probably rightly, that childcare alone will not be enough to 
induce prosperous middle class families in particular, who are used to advanced levels 
of time-consuming consumption, to accept the sacrifices of income and leisure that 
come with having children. Several European countries have therefore instituted or are 
devising new social policies that involve extensive cash transfers to parents, in particular 
double-career families in, still, stable employment. The idea is to replace a significant 
share of one of the parents’ income during a significant span of time after the birth of 
a child, so as to make the loss of income associated with caring for a small child – ide-
ally until it can be turned over to a public childcare center – less painful. Although the 
distributional effects of such policies are highly degressive, as high-income couples re-

7	 Contemporary efforts at social engineering undertake to re-educate fathers to share responsi-
bility for child-rearing. However, introducing a cooling-off period in divorce proceedings for 
couples with small children is deemed too intrusive on individual freedom and seems in any 
case politically infeasible.
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ceive higher benefits than low-income earners or the unemployed, public concern with 
demography has become strong enough in a variety of countries to generate support 
for them even among social-democratic parties (see the discussions of Sweden and Ger-
many below). Across the political spectrum, the conviction is spreading that in contem-
porary societies, spontaneous reproduction is no longer enough, and that having and 
raising children cannot any more be left to families – or what is left of them – and must 
become a public responsibility if it is to happen at all.

For some time now, claims have been made that the new social policies are beginning 
to be effective and that there are first indications of a turnaround in fertility trends in 
market societies. The OECD, the leading advocate of labor market flexibility and female 
employment, reports that since the mid-1980s, the correlation coefficient between total 
fertility and female labor market participation rates in OECD member countries has 
turned positive, from –.50 in 1970s to +.58 in 1995 (Ahn/Mira 2002). However, there 
are good reasons to take this with more than just a grain of salt. Looking at our seven 
countries, we find that total fertility has increased only slightly in the past decade or two, 
if at all (Figure 8). Apart from in the United States and, perhaps, France, fertility is still 
far from having returned to replacement level, which most countries still exceeded in 
1970. Pending further examination, this seems to suggest that the reversal in the direc-
tion of the correlation between female labor market participation and fertility may have 
been due, not to an increase in fertility in countries with high female employment and 
few children, but to a continuing decline in fertility in countries with low labor market 
participation of women and, in the past, many children. Further down, I will discuss a 
possible explanation for this relationship.

More detailed inspection of our sample of seven countries confirms that matters are far 
from simple. In particular, it casts doubt on the optimistic expectation that the effects 
of increased commodification of labor on the physical reproduction of society can eas-
ily be compensated by political intervention. In 1970 just as in 2005, Germany ranked 
low, and the U.S. and the UK high, on both female employment and fertility. Sweden 

Table 5	 Female employment and fertility, 1970 and 2005: Seven countries

Total fertility rate

low high

Female labor market 
participation rate

low

Germany 1970 (47/2.03)
Germany 2005 (67/1.34)
Japan 2005 (61/1.26)
Italy 2005 (50/1.32)

France 1970 (47/2.48)
← Italy 1970 (29/2.43)
France 2005 (64/1.92)

high
Japan 1970 ↑ (53/2.13)
Sweden 1970 → (59/1.94)

U.S.A. 1970 (49/2.48)
UK 1970 (47/2.43)
UK 2005 (70/1.79)
Sweden 2005 (78/1.77)
U.S.A. 2005 (69/2.05)

Source: own calculations.
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and Japan were high on employment and low on fertility, and Italy and France low on 
employment and high on fertility (Table 5). All in all, no relationship between the two 
variables was in evidence. In 2005, however, there was, as countries were either low 
(Germany, Italy, Japan) or high (Sweden, the UK, the United States) on both variables, 
the only exception being France, due to the country’s generally low rate of economic 
activity. That the non-correlation of 1970 was transformed into an almost perfect posi-
tive correlation 35 years later was due to the fact that three countries had changed cells: 
Japan, with a slower increase in labor market participation than the other countries; 
Italy, due to a precipitous decline in fertility accompanying a doubling of its participa-
tion rate – which was originally very low and still is relatively low – and Sweden, which 
further increased its already high participation rate of 1970 accompanied by a moderate 
decline in fertility. 

In any case, refusing to live with the social problems caused by a market economy may 
be expensive. In 2005, the high-fertility countries of Sweden, the UK and France spent 
3 percent and more of their GDP on family-related social policy programs (Table 6).8 
Japan and Italy, by comparison, where fertility is low, spent only 0.8 and 1.3 percent. 
In the off-cells, as it were, we find the United States with high fertility and even lower 
spending than Japan (0.6 percent) and Germany with low fertility and – moderately – 
high spending (2.2 percent). I will discuss these two cases shortly.

Expenditure on family policy appears to be highly correlated with spending on labor 
market policy (Table 6). Countries that spend highly on programs to moderate the 
social impact of markets, such as France, Sweden and Germany, devote between 5 and 
6 percent of their GDP to the two policy areas combined. Japan and the United States, 
by comparison, largely abstain from intervention and leave it to firms and families, and 
the forces of the market themselves, to take care of the social dysfunctions of market 
expansion. Countries that relieve firms and families of social obligations by socializing 
some of their traditional functions – like the provision of employment security or the 

8	 More research is needed to determine to what extent the British figure includes spending on 
general antipoverty measures dressed up as support for families (see the discussion of the 
American case below). Generally, much fine-tuning has yet to be done in order to establish the 
exact comparability of national accounts of family as well as labor market policy expenditures.

Table 6	 Combined spending on family and labor market policy,  
in percent of GDP, 2005

	 Family policy	 Labor market policy	 Total

France	 3.0	 2.5	 5.5
Germany 	 2.2	 3.2	 5.4
Italy	 1.3	 1.4	 2.7
Japan	 0.8	 0.7	 1.5
Sweden	 3.2	 2.5	 5.7
UK	 3.2	 0.6	 3.8
U.S.A.	 0.6	 0.3	 0.9

Source: OECD Statistics on Social Expenditure; OECD Statistics on Labour Market Programmes.
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rearing of children – make life cheaper for market participants and thereby enhance 
their competitiveness. At the same time, as they convert private obligations into public 
ones and thereby monetarize them, they become increasingly cash-hungry since they 
run up public expenses which need to be covered by taxes or borrowing or both. Coun-
tries like France – and, even more so, Sweden and other Nordic countries – are under 
pressure to maintain tax regimes that extract for public purposes a significant share of 
the income of firms and, even more so, of citizens. At a time of advancing economic in-
ternationalization, when markets are expanding beyond national boundaries, this may 
become increasingly difficult, even in Sweden. Here, high taxation has long been almost 
self-sustaining, due to the fact that it funds an extraordinarily high level of public em-
ployment, which creates a powerful constituency of well-organized public sector em-
ployees who are highly motivated to lobby for high public spending.9

The Swedish case is instructive for yet another reason. Today, Sweden’s total fertility 
rate, at 1.77, is at the same level as in 1975, which is of course far below the rate of re-
placement. The rate declined in the 1970s when it fell to 1.68 in 1980; it recovered dur-
ing the next decade to reach 2.14 in 1990, and declined again sharply in the subsequent 
decade of liberalization, to 1.55 in 2000. More research will be needed to determine 
how changes in public spending on family policy were related to the ups and downs in 
total fertility. Nevertheless, upon inspection, Swedish efforts to make high female labor 
market participation compatible with high fertility appear less effective than they are 
sometimes made out to be, given the additional fact that very high spending on fami-
lies is complemented by highly regulated, family-friendly employment conditions in 
the public sector, with extensive job protection and generous entitlements to maternity 
leave and other benefits. If anywhere in the Western world, it was in the Swedish public 
sector that the general movement toward employment flexibility was checked by effec-
tively organized employees and their allies in government, defending worker and fami-
ly-friendly employment and working conditions against pressures for liberalization. 

9	 A constituency that is characteristically “gendered.” Unlike the United States and the UK, high 
employment among Swedish women is largely public sector employment – just as employment 
in the Swedish public sector is overwhelmingly female. Swedish-style “state feminism” is some-
times caricatured as women dropping their children at a public childcare center to rush to work 
at another public childcare center where they take care of the children of the women taking care 
of their children. Be this as it may, state feminism places at least one person in every household 
who has a strong personal interest in the government’s ability to pay for a large public work-
force. Note that Torben Iversen, in a recent paper, suggests that continental European resistance 
to a Nordic-type welfare state with high rates of taxation might weaken “if women begin to 
think seriously about their options outside of marriage” (2009).
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5	 The United States: Low spending, high fertility

As already noted, the United States, and perhaps also the United Kingdom,10 represent 
an alternative path to high fertility that differs profoundly from the French and the 
Nordic approaches – one that works at very low cost to the state, although its social 
costs may be high. The United States stands out as a country that refuses to collectiv-
ize, or socialize, the costs of physical reproduction to compensate for the pressures or 
attractions of markets, just as it is reluctant generally to accept collective responsibility 
for the externalities of expanding markets. As it turns out, this is not at all detrimental 
to national fertility. In fact, the U.S. has by far the highest fertility rate in our sample, 
despite of the absence of public spending on family support and against the odds not 
just of high female labor market participation, but also of very long working hours, ex-
treme flexibility of employment, and almost no public entitlements to job protection or 
maternity leave. All of this makes the United States the polar opposite of Sweden. 

How does the United States combine very high labor market flexibility with very high 
birth rates? In stark contrast to Sweden and France, the American solution is a free 
market one: to remedy the adverse side effects of the free play of market forces on social 
performance, it relies on more market forces. American fertility thrives on high social 
and economic inequality, as brought about by free markets and reinforced by extensive 
immigration, especially the illegal immigration of low-skilled workers. High income 
differentials, as are characteristic of unregulated labor markets, enable the gainfully em-
ployed and increasingly homogamous middle class to pay for private childcare. At the 
same time, inequality makes for an ample supply of cheap labor, in particular women 
from poor families who are often immigrants working illegally. Societies with high in-
equality are divided, or segregated, not least between those who can afford private ser-
vices and those who have no choice but to offer them at competitive market prices. (This 
is, in part, what is often referred to as a “service economy.”) Where market pressures 
are strong enough, time-pressured two-income couples can, and in fact have to, avail 
themselves not only of commercialized childcare, but also of commercialized cleaning, 
cooking, counseling and even shopping, replacing an ever-growing share of what used 
to be transactions within families based on reciprocity with monetarized market trans-
actions between strangers (Hochschild 1997, 2003). Poverty furthermore contributes to 
high birth rates in that the poor, in addition to being available to care for the children 
of the well-to-do, have many children themselves, due to lack of opportunity in labor 
markets, to traditional ways of life imported from their countries of origin, or both. If 
their children later fail to meet the demands of a high-technology “knowledge society” 
because of lack of parental support and an overburdened and underperforming public 
school system, they are welcome to replenish the low-wage service sector as emerging 
needs for highly-qualified labor can easily be filled by – this time legal – immigration at 
the upper end of the social spectrum.

10	 See footnote 9.



28	 MPIfG Working Paper 09/ 13

6	 Germany: High spending, low fertility

The German welfare state has long been known for its inefficiency, with high spending 
producing poor results. One example of this is labor market policy, where Germany 
spends more than most other countries (cf. Table 6) and still suffers from comparatively 
high unemployment. This is often explained by the fact that the German welfare state 
is heavy on transfers and weak on services, not only because public services are difficult 
to organize in a federal state but also because of a historical impasse between Catholic 
subsidiarity and social-democratic statism. That impasse tends to force governments 
to serve two constituencies and their different political philosophies at the same time, 
doubling the costs of political intervention and preventing the bundling of scarce re-
sources for one coherent approach. 

Low fertility came to be recognized as a political problem under the second Schröder 
government (2002–2005) and attained prominent status under the Grand Coalition 
that followed it. Driven by the concerns of employers as well as social policy makers 
over low labor market participation among women, and pressured by a new genera-
tion of female voters in urban areas, the Christian Democrats essentially adopted the 
social-democratic approach, which largely followed the Scandinavian one. Expansion 
of public childcare to cover all one to three-year-olds will, however, take time and it is 
not clear, given the precarious condition of public finances, who will be able to pay for 
it (Streeck 2007). Moreover, traditionalist defenders of familialism, with their strong 
base in the CDU/CSU, demand that families that raise their children at home, with just 
one or no parent in employment, be given cash transfers equivalent to the average cost 
of public daycare provision. Eventually, the government introduced a transfer program 
for couples with two jobs that replaces two-thirds of one parent’s net income if he or 
she stays at home for up to a year after the birth of a child (Elterngeld). Benefits increase 
with income foregone, up to a cutoff point of € 1,800 a month. Elterngeld is paid for two 
more months if the second parent, usually the father, devotes at least two of the then 14 
months of government-paid leave to full-time childcare. 

Although the new transfer program is funded in part by cuts in subsidies to low-income 
families with children,11 and benefits increase with income, the Social Democratic Party 
(SPD) has unambiguously supported it. To an extent, this may have been because of 
its feminist appeal, which lies in the use of economic incentives to persuade fathers to 
expose themselves to first-hand experience in caring for small children. But this cannot 
explain why the SPD did not object to the new family policy’s middle-class bias, which 
it undoubtedly would have done only a few years earlier. Indications are that under-
neath the surface of the public discourse – suppressed as yet but already virulent – lies a 
widely understood ethnic and classist subtext, in particular a deep-seated concern over 

11	 Elterngeld replaces an older transfer program, Erziehungsgeld, which excluded middle- and 
high-income households and paid low-income families a maximum of € 7,200 per child, with 
benefits declining with income.
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the fact that a growing share of the children born in Germany, as in other European 
countries, are born to immigrant families or to women from the lower classes who have 
little education and, supposedly, intelligence.12 Such women are increasingly believed to 
have children only because they have no opportunities in the labor market, or because 
they prefer to live on transfer payments.13 Moreover, their children are considered to 
be the problem youths – and, later, the unemployed workers – of the future. To avoid a 
demographic degeneration of domestic human capital and the economic problems that 
are feared to come with it, even blatantly degressive distributive policies seem to be ac-
ceptable today if they promise to motivate the production of “high-quality” children by 
couples with high intelligence, academic training and good working habits.

Almost two years into the new cash transfers compensating double-earner families 
for income lost by taking time off to care for a newborn child, the desired increase in 
the number of middle-class babies has yet to materialize. Immigrants still have much 
higher birth rates than indigenous Germans, although exact numbers are hard to come 
by since naturalized citizens are not counted as immigrants. Moreover, German women 
with limited labor market opportunities and unfavorable consumption prospects con-
tinue to choose motherhood comparatively frequently as a traditional alternative to 
participation in employment. Inevitably, this increases the percentage of children in 
Germany, still a rich country, that live in poverty. Given the new flexibility of families as 
well as of employment, it also adds to the number of single mothers entitled to social 
benefits in spite of the new labor market policies of “activation,” especially if a woman 
has more than one child and no affordable childcare is available. While the government 
and the public still consider it urgent that something be done to alleviate child poverty, 
there are also rising suspicions that higher benefits for children and mothers, even if 
they are far lower than the benefits paid to the middle class, may make women produce 
children as a way of securing an income and not having to look for employment at, in-
evitably, low wages. Here, something like the “welfare mothers” debate in the U.S. may 
be in the offing, if not in the context of social policy, then in that of family policy and 
of the still latent but nonetheless widely popular distinction between high-quality and 
problem children.14

12	 In 2008, 81 percent of German women between 35 and 49 years who had no occupational 
qualifications had at least one child. For women with a university degree this was true for only 
66 percent.

13	 While in the middle of the current decade, 91 percent of women with low incomes (less than 
€ 10,000) had children, the respective figure for women with high incomes (above € 40,000) 
was only 60 percent. More than two-thirds of households earning less than € 2,000 per month 
reported an increase in household income after birth of a child, while two-thirds of households 
with an income above € 3,000 reported income losses.

14	 It is impossible to explore the full complexity of the politics of this matter here. One facet is the 
future of the public school system. Among the reasons why the German middle class seems to 
defend segregated schooling today more passionately than ever – in particular, the distinction 
between Gymnasium and Hauptschule – is that in comprehensive schools, their children would 
now be a dwindling minority compared to children from immigrant and lower-class families. 
Concern over the changed and further changing composition of the young generation would 
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Will there be more middle-class children once the public childcare system is fully in 
operation (if it ever is)? Of course, even an increase in fertility to the Swedish level (i.e., 
based on 2005 figures, from 1.34 to 1.77; Table 6) would be far from bringing German 
birth rates back to replacement level. Moreover, there are good reasons to doubt that 
under the conditions of normal capitalism, public policy and social engineering can 
offer sufficiently effective compensation for the pressures and attractions of markets. 
The high-stress life of full-time working parents in a tightly organized and highly com-
petitive society like Germany, with its increasingly flexible labor markets, was recently 
depicted vividly in a study commissioned by the Adenauer Foundation, a policy think-
tank associated with the Christian Democratic Party (Merkle/Wippermann 2008). The 
picture that emerges is that life for the market can be quite consuming, of time as well 
as energy. Weekend partnerships and long-distance commuting – which have become 
quite frequent in today’s unisex labor markets – are clearly not conducive to having 
children. Nor is the risk of poverty associated with divorce and subsequent single par-
enthood. The same holds true for delayed formation of families because of uncertain 
employment prospects and low income – or, at the other end of the spectrum, the at-
tractions of a professional career and advanced consumption. There also is the decline 
in individual autonomy that comes with parenthood and partnership, which must ap-
pear all the more threatening after the transition from the petty-bourgeois lifestyle of 
the postwar generation to the petty-bohemian way of life of the generation of the 1970s 
and later.

In many ways, Germany, like probably a number of other countries too, seems uncom-
fortably poised somewhere in the middle between the United States and Sweden, as 
well as between Christian-democratic familialism and social-democratic statism. Un-
less immigration and the dualization of German labor markets continue unabated for 
another decade – which they might – the supply of low-wage labor along the lines of the 
American pattern may never be sufficient to enable middle-class parents to purchase 
the private services they would require for market-based relief from the double duty of 
work and child-rearing. However, an extension of employment protection and, in par-
ticular, public sector employment similar to the Swedish model, which would also make 
work and family easier to combine, seems even less likely. Most women in Germany, as 
in most other countries outside Scandinavia, work in the private sector, where the trend 
has been and continues to be toward flexibility rather than security. Movement in the 
Swedish direction would amount not to the further commodification of labor, but to a 
return to decommodification – to less rather than more flexibility – which was clearly 
not the idea when postwar capitalism began to liberate itself from the constraints of the 
standard employment relationship.15

perhaps abate if the middle class, like their counterparts in most urban centers of the United 
States, were to opt out of the public school system and send their children to private schools.

15	 That the key to combining high fertility with high female employment may lie in the conditions 
of employment, and only to a much lesser extent in the provision of childcare, might be a lesson 
we could learn from the former GDR. In 1965, fertility rates began a steep decade-long decline 
in both East and West Germany, and were in fact practically identical for the two countries. 
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7	 Winding up the family

A final facet of the complex relationship between labor market flexibility, family struc-
ture and fertility is that today’s birth rates covary strongly, and strongly positively, with 
the rate of single motherhood at birth. In fact, if there is any one influence that, in 
our sample of seven, accounts for high fertility, it is not high government spending 
on family policy but the rate of illegitimacy (Table 7). This holds true across both the 
free-market Anglo-American countries and the state-feminist countries of France and 
Sweden. No such relationship existed in 1970.16 Moreover, when we plot the increase in 
illegitimacy between 1970 and 2005 against the decline in fertility during the same pe-
riod, we find that the number of children declined least in countries where giving birth 
outside formal marriage was or was becoming more common (Figure 9). 

Childbirth outside marriage indicates less formally institutionalized – and, one would 
think – less stable and secure family relationships.17 Illegitimacy is likely to have differ-
ent meanings for lower-class and middle-class women, particularly in a country with 
a polarized social structure like the United States In the lower classes, men may be his-

While in West Germany they remained low, however, in East Germany they increased sharply 
beginning in 1975, from about 1.5 to about 2.0 five years later. This was clearly in response to a 
government program that offered mothers long periods of fully paid leave in case of childbirth 
and an unlimited and unconditional right to return to their former jobs. Leave periods could be 
combined ad libitum as more children were born. In addition, families could pay back sizeable 
government loans by having a certain number of children (a practice that came to be referred 
to, in untranslatable German, as “abkindern”). Although East German fertility slowly declined 
again in the 1980s, it remained above the West German level until unification. Thereafter, with 
employment having become endlessly more “flexible,” East German fertility rates dropped far 
below the West German level for an entire decade, even though childcare facilities continue to 
be in abundant supply in the East for traditional reasons.

16	 At that time, Italy and Japan, where almost no children were born outside of marriage, had high 
or medium-high birth rates whereas Sweden, with a very high rate of illegitimacy by the stan-
dards of the period (18.6 percent), had the lowest fertility rate of the seven countries (which at 
1.94 was above the country’s current, relatively high fertility rate).

17	 Countries with low illegitimacy (Italy and Japan) also have low divorce rates. The United States 
has medium-high illegitimacy combined with very high rates of divorce.

Table 7	 Rates of unmarried parenthood in percent, by family policy 
spending and total fertility rates, 2005

Total fertility

low high

Low spending
Japan (2.0)
Italy (15.4)

U.S.A. (36.8)

High spending Germany (29.2)
UK (42.9)
France (48.4)
Sweden (55.5)
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torically or culturally unwilling to make lasting commitments to a wife, whereas in the 
middle class of today women as well as men may prefer their personal independence. 
Furthermore, while in the lower classes men may be unable to support a family eco-
nomically, middle-class women may no longer be in need of male economic support, 
as entering the labor market has enabled them to live, and even raise children, on their 
own. In any case, the evidence clearly seems to refute the Polanyian conjecture that less 
stable family structures should deter women from having children. In fact, today the 
opposite seems to be true: Societies that expect women to enter into a formally institu-
tionalized family relationship before having a child – societies which still cling to what 
is now called “familialism”– may be putting up too high a threshold for having children, 
for which they pay with comparatively low birth rates. Unlike in the 1960s, women at 
the beginning of the twenty-first century have more children in countries where cultur-
al norms and social, economic and legal conditions enable them to have them outside 
of formal marriage and, if necessary, bring them up as single mothers. 

The policy implications of this would seem to be profound. Whatever new forms of 
social stability and security a society may want to provide to its members in order to 
increase its birth rate, they cannot be conditioned on the restoration of traditional rela-
tions of solidarity within traditional families. Very likely, they must contribute to their 
further erosion.18 After the cultural sea change of the 1970s, a growing number of wom-

18	 This seems to be the fundamental problem of Christian-democratic family policy – and the most 
important difference between family policies in countries like Germany, Italy and Japan on the 

Figure 9 Decline in fertility by increase in illegitimacy, 1970–2005
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en in today’s more individualistic societies obviously find it easier or are more willing 
to have children by themselves than to enter into formal marriage. In societies where 
having a child is normally expected to be preceded by marriage – as it apparently still 
is in Italy and Japan – women who do not get married, for lack of a willing and suit-
able partner or because they want to maintain their independence, remain more or less 
voluntarily without children. Across a wide range of countries, marriage seems to have 
become a commitment that is increasingly difficult for women to make – and, as indi-
cated by rising rates of illegitimacy, increasingly more difficult than bringing up a child 
outside marriage. This is especially true in social environments where childbirth “out of 
wedlock” is no longer socially disapproved of and is in fact supported by government 
policies, for example through broad provision of childcare and generous child allow-
ances. Countries that want to raise their birth rates, that is to say, can no longer afford to 
wait for men to be willing to become husbands, or for women to become wives; instead 
they must find ways to make reproduction independent from this happening. This re-
quires a social policy that offers encouragement not to the formation of families, but to 
single motherhood, by making it possible for women to combine having children, not 
just with a job, but also with the individualistic way of life for the sake of which many 
of them have chosen to enter the labor market in the first place. 

8	 More market, more state?

Mending the holes advancing markets have torn in the fabric of mutual obligations and 
social solidarity inherited from precapitalist traditions or from organized capitalism 
can be expensive.19 Employment and family relations seem to be subject to the same 
logic in this respect, and so are, apparently, relations of credit. Where rational egoism 
is allowed or indeed invited to supersede traditional social obligations of employers to 
provide workers with security in addition to pay, and society is not willing to live with 
the consequences, political restoration of solidarity requires high public spending on 
labor market policy to compensate workers for their loss of industrial or organizational 
status. Furthermore, if societies consider their physical reproduction important, even 
though family obligations have been destabilized by the pressures and attractions of 
markets, unpaid informal labor inside families must be replaced with paid labor, either 
in the private sector or, if the conditions and consequences of this are unwelcome, in 
the public sector. Similarly, in the 2008/2009 financial crisis, when the erosion of tra-
ditional restraints on profit maximization in the money-making industry undermined 
creditors’ confidence in the capacity of debtors to live up to obligations engineered with 
the help of ever more complex financial technologies, the state had to take promises of 

one hand and Sweden, where the bourgeois family was dispensed with early on, on the other.
19	 A similar argument has recently been developed by Jens Beckert, in a paper felicitously titled 

“Die Anspruchsinflation des Wirtschaftssystems” (2009).
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repayment that had become “toxic” upon itself, at enormous expense, and restore the 
functioning of money markets by deploying its unique resource, public authority, to 
assume the role of society’s debtor of last resort.

The exact mechanism by which markets may become materially demanding on societ-
ies has yet to be spelled out. Apparently as markets expand, traditional solidarity em-
bedded in informal social relations is eroded, often resulting in governments trying to 
replace it with formally instituted solidarity, or social obligations, through legal regula-
tion. Further progress of marketization, however, tends to weaken the legitimacy and 
effectiveness also of formal institutions as well. As employers clamor for the right to 
fire workers more freely, and husbands and wives for the right to fire each other, gov-
ernments come under pressure to liberalize regulatory regimes and soften whatever 
obligations they may have instituted to strengthen or replace embedded solidarity. At 
this point, governments may find themselves facing demands to replace instituted reci-
procity with state-provided, or socialized,20 solidarity – deploying their policy-making 
powers to provide society with substitutes for functions an increasingly market-driven 
social structure can no longer perform. As social solidarity becomes a matter of state 
provision, it typically becomes monetarized and requires public money.

The paradoxical conclusion seems to be that the spread of markets may give rise to 
growing demands for public support and political intervention, in the form of a transfer 
of an ever-growing number of social functions from informal relations of “embedded” 
mutual obligation to public institutions and, finally, public services, provided that and 
as long as a society refuses to submit itself completely to the “free play of market forces.” 
As we have seen, however, the costs to public budgets of neutralizing the socially desta-
bilizing effects of markets may be substantial, and indeed puzzles and contradictions 
abound in the policies and politics of reconstructive state intervention. For example, 
increases in regional mobility in labor markets and in female labor market participa-
tion, as promoted by OECD governments today, are not easily compatible with families 
assuming responsibility for caring for the growing number of elderly, which govern-
ments also promote. As labor markets become more flexible, pressures for care for the 
elderly to be provided publicly inevitably arise. Another case is the recent decision by 
the German Constitutional Court restoring an expensive tax benefit for commuters 
(the Pendlerpauschale) that the Grand Coalition had terminated in its effort to balance 
public spending. While the government could have passed fresh legislation to overrule 
the court, it realized that cutting the benefit was difficult to combine with a labor mar-
ket policy requiring workers to commute over long distances if employment near their 
home was not available.

In a capitalist market society, an obvious way of funding public spending to compensate 
for the destructive side-effects of marketization is further marketization and commodi-
fication of social relations, which causes the money economy and with it the tax base to 

20	 The German word, of course, is verstaatlicht; unfortunately it has no equivalent in English.
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grow. For example, increasing women’s participation in the labor market seems to be 
the only way in Germany today to secure the public revenue needed to keep the social 
security system afloat. Like a vicious circle, however, the cure may exacerbate the disease 
in that it adds to the problems that social policy must address. In fact, a now frequently-
asked question is how long the states of social-democratic capitalism will continue to 
be able to foot the bill for the reconstructive interventions that are expected of them, 
especially when public debt finally assumes the astronomic dimensions that it can be 
expected to assume once the current financial crisis is over. 

In recent years, family policy was the big growth item in public budgets, along with edu-
cation, where much money was spent, with little overall success, on adapting schools to 
a new type of family lacking the time or the skills to offer much assistance to children 
and teachers. Today European governments are supposed to rescue not just banks from 
insolvency, but also children from the poverty associated with single parenthood or 
divorce. They also are to create incentives of all kinds for middle-class families to pro-
duce more offspring; to re-educate men to accept responsibility for their children; to 
provide meals at school to a growing number of children who do not receive meals at 
home because their parents are too busy or too poor or both – not to mention pressur-
ing mothers and fathers to participate in the labor market, if need be for very low wages 
supplemented, of course, out of public coffers. Clearly there is little reason to expect 
the state to disappear as markets become more market-like, and social structures more 
market-driven. But there is very good reason to ask whether and under what condi-
tions governments will continue to afford accepting responsibility for the growing costs 
to society of the private pursuit of advantage in ever freer markets. Is it as likely as it 
sometimes seems that as markets keep expanding, welfare states will eventually have to 
surrender and abandon the future of societies entirely to the logic of market relations?
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