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Foreword

Ten years ago | sat on my loungeroom floor looking at my newborn. He was lying on a rug
kicking his legs, bringing his little fists to his mouth and | knew he was about to cry. When |
picked him up his body relaxed and | fed him. He fell asleep in my arms and under the weight
of his body | relaxed too. In these moments, | was able to forget that my Paid Parental Leave is
about to end. The feelings of panic and dread return all too soon, each time | realise that | am
not ready to leave this baby.

What is wrong with me? | wondered. The days ticked by and | failed to imagine a scenario where |
could separate from him. | realised that for him the world is a very small place. It's not the world as
I understand it, in a sense of oceans separating landmasses. His world is a person. It's me.

The responsibility is heavier than | have ever known but if he reaches for me or cries for me, my
body cannot help but respond. | can sense an invisible string when | stray too far from him, the

feeling that | have lost something. There is a drive from within that is so compelling it sparks my
curiosity.

| start researching this phenomenon in the way | was taught at University. | read voraciously,
paper after paper. The neurobiology of attachment theory. Pregnancy, birth and postpartum
hormones. Breastfeeding and letdowns. Separation anxiety. The mother-infant dyad. Family
policy the world over. Feminism. Gender equality. All the pieces start to fall into place.

I am relieved to learn there is nothing wrong with me, but at the same time | am astounded. |
realise we have all been lied to. Women can’t have it all, at least not all at once. There can be
no more important work than the shaping of a human life. Than setting a child up with healthy
foundations which will stay with them for life. It's not as easy as simply booking my baby into
childcare and trotting off back to the office. I'm not the same person | was before. Yet in policy,
in our social and cultural attitudes to mothers, we incentivise and encourage the separation of
mothers and babies. We tell them to ignore the pull of the invisible string.

While | am learning this for the first time, the research has been piling up for decades.
Neuroimagery, biochemical tests and vast empirical data sets support John Bowlby’s
attachment theory developed in the mid-20th century. Attachment theory is still taught

in medical schools and psychology degrees around the world. It is the cornerstone of our
understanding of early childhood development. Policy makers and leaders knew all of this and
steamrolled on - forcing mothers to return to paid work in the most unimaginable ways. With
newborns falling asleep in their arms. Still recovering from childbirth. Still breastfeeding.

What's worse, | realise, is that this inhumane treatment of mothers as economic units is sold
back to them as progress and gender equality. They are made to feel like the problem. The
disconnect between the evidence base and family policy is scandalous. | channel the feelings of
betrayal and outrage - | write it all down. This cannot be the world that my daughters become
mothers in. This must change.

What | wrote saw me catapulted into national and international forums. Live TV interviews
during a child’s nap time. Breastfeeding while taking calls. Leaving my children to attend
conferences on the other side of the world. Parliament house. Government inquiry hearings. My
only qualification? Being a mother who could read. Anyone with a conscience can see that the
system is failing mothers and babies. It's not rocket science.

RAISING THE NEXT GENERATION
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Progress was slow. People are so invested in the current system that they have difficulty seeing
any other way forward. Mothers recognise the problem, but most are so overburdened by the
system, that they don’t have the time or resources to try and change it. Many can't quite put
their finger on why it feels so wrong. Many don’t want to offend. Pointing out deficiencies in
family policy is so frequently viewed as an attack on those who are caught up in the current
system.

But still - | find the problems impossible to ignore. | remain non-negotiable on giving women
true choice and support. | refuse to tell women that the only way to be equal is to be less like
themselves. It is indefensible to stand by and watch the mental and physical health of our
children and mothers declining and do nothing. The strategy of achieving economic gains and
gender equality, through outsourcing care, and both parents working longer and longer hours,
is failing. Birth rates are in freefall. This treatment of mothers is not fixing productivity. It is
having a devastating effect on economies, productivity and our daily lives.

Then, after almost 10 years of agitating in this space, a groundswell of parents demanding
change emerges. Groups advocating to give parents more choice, to better support caregivers
who underpin the economy, start popping up. Parents know they are being robbed of
something precious and they will not stand for it anymore.

Around this time | was asked to co-author this report. | have knocked on so many doors,
imploring people to actually listen to parents, and finally someone did. This report signals an
important shift. The Page Research Centre has offered everyday mothers a seat at the table.
This centre has been brave enough to take an honest look at the evidence and deliver policy that
Australian families need. To do what hasn't been done.

The momentum cannot stop with this report. The real work starts now. We need courageous
leaders to adopt the recommendations and implement the policies outlined here.

Virginia Tapscott
Founding Director of the Parents Work Collective
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Executive Summary

Australia’s long-term prosperity, social cohesion, and
national resilience depend on the strength of its families,
and families are strongest when parents are genuinely
empowered to make decisions about work, care,
housing and child-rearing that reflect their values and
circumstances.

Yet across housing, taxation, childcare, workforce settings,
and population policy, Australia’s institutions have drifted
out of alignment with the realities of family life. The result
has been that fewer Australians are forming families,
household formation is being delayed, stress on parents
is rising, and fiscal pressure across health, welfare, and
education systems is accelerating.

For most young Australians, the pathway into stable family
life has narrowed. Housing costs have risen faster than
wages for more than two decades, childcare costs absorb

a growing share of household income, and the financial
penalties associated with caregiving fall overwhelmingly

on women. At the same time, population growth strategies
have intensified demand for housing and infrastructure
without resolving the demographic decline they were meant
to offset.

In short, families now feel that they lack the choice to
pursue family life in the way they think will deliver the best
outcomes for them and their children.

Family policy shapes Australia’s economic trajectory.
Productivity growth, workforce participation, housing
supply, fiscal sustainability, and social trust are increasingly

RAISING THE NEXT GENERATION

determined by whether people can form households, raise
children with stability, and maintain long-term economic
security. Policies that make caregiving financially risky and
family formation logistically difficult carry consequences
well beyond the private sphere.

Children generate long-term social and economic value.
Caregiving shapes the next generation of workers and
citizens. Housing is a precondition for stability. Population
growth must align with national capacity. When these
elements are treated in isolation, costs are displaced onto
households and ultimately onto the public purse.

An effective family policy agenda therefore requires
structural reform. It must recognise children as a public
good, caregiving as productive work, families as economic
units, and housing as social infrastructure. It must also
restore balance to migration and economic settings that
have intensified cost-of-living pressures while failing to
address underlying demographic decline. And it must
restore genuine choice to Mums and Dads, no matter where
they live in Australia.

This paper sets out a coordinated reform agenda that aligns
family formation, caregiving, housing access, workforce
participation, and population policy to protect our children,
support parents, strengthen families, and restore genuine
choice.

The impact of these reforms may not always be immediate,
but they will sow seeds that will blossom over generations
through thriving, growing Australian families.

01/ FEBRUARY 2026 | 5
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Guiding Principles

This paper is grounded in six core principles:

1.

Children are a public good

Our children are the next generation of citizens, workers, carers, innovators and
parents. When families thrive, the whole nation benefits. But too often we ask parents
(especially mothers) to carry most of the financial, physical and opportunity costs of
raising our children alone. A pro-child society makes a different choice by honouring
raising children as nation-building work, and shares the load so more Australians can
form families with confidence.

. Caregiving is productive work

The earliest years shape a child’s lifelong trajectory, including across health, learning,
resilience, employability and earning potential outcomes. When policy treats
caregiving as a “career break” rather than a foundational investment, it misprices what
matters most, penalises families for doing essential work, and misallocates resources
away from the place they deliver the highest long-run returns. A pro-family economy
recognises care as value creation and structures tax, retirement and workplace
settings accordingly.

. Women deserve real choice

Real choice means the freedom to engage in care work without suffering significant
financial penalty. It means policies that respect different seasons of life including
study, work, parenting, and caring rather than steering women into a single

“right” pathway. A society that values women builds settings that ensures they are
economically secure through caregiving years, so decisions can be guided by what's
best for them and their children, not fear of future disadvantage.

. Families are foundational infrastructure

Families form human capital, transmit values, stabilise communities, and underpin
economic performance. When families weaken, costs are shifted onto the state at far
greater expense.

. Population renewal must be sustainable

Migration can complement national growth, but it cannot substitute for family
formation. When mass migration is used as a demographic bandaid, it exacerbates
housing, wage, and infrastructure pressures that further suppress fertility rates.

. Local communities are the foundation of family life

The future of Australian families cannot be built solely in our capital cities. Regional
and rural communities face unique economic and service challenges that require
deliberate policy attention. Reform must strengthen country towns and regional
centres as places where families can form, settle and thrive.

RAISING THE NEXT GENERATION
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Key Policy Reforms at a Glance

The reforms proposed in this paper operate as a coherent system, aligned to the stages of family formation,
caregiving, housing access, and national capacity.

Supporting Early Childhood
+  Extend statutory Paid Parental Leave to 12-18 months, with eligibility and payment structures aligned to early
childhood development and workforce retention objectives.

+ Replace the current childcare-only subsidy with a Choice in Care Subsidy for children aged 0-3, payable for
parental care, kinship care, home-based care, community care, or centre-based care.

Introduce supplementary national accounting measures to explicitly value unpaid caregiving, including regular
publication of caregiving satellite accounts alongside GDP and productivity metrics.

Reducing the Motherhood Penalty and Giving Women Real Choice
+ Establish an ATO-administered caregiver superannuation credit, paid during parental leave and early caregiving
periods, to prevent long-term retirement balance erosion.
+ Implement a 25 per cent reduction in outstanding HECS-HELP debt per child, applied progressively on birth.
Introduce a child-linked personal income tax reduction for mothers (25 per cent per dependent child, to age 16)

+ Embed a care-centric workforce framework, including default flexible work arrangements, enforceable part-time
rights, father-inclusive leave provisions, and structured re-entry and re-skilling pathways.

+ Fund re-skilling/return-to-work pathways for parents.

Making Family Life Affordable and Logistically Feasible
Shift elements of the personal income tax system toward family-based taxation, including optional income
splitting during child-rearing years.

+ Remove emissions-based penalties on larger family vehicles and provide targeted rebates or concessional finance
for safe, high-occupancy vehicles.

«  Offer family vehicle support (rebates/low-interest loans for larger safety-rated vehicles).
Introduce an income protection subsidy for primary earners in families with three or more children.

RAISING THE NEXT GENERATION POLICY PAPER 01/ FEBRUARY 2026 | 7
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Restoring a Pathway to Family Home Ownership

+ Undertake a comprehensive review of tax settings and financial incentives that may be amplifying speculative
demand in established housing stock. The aim should be to rebalance the system so it supports new supply and
long-term stability rather than encouraging competition between families and investors for existing homes.

+ Introduce targeted downsizing incentives for older Australians, including a temporary Age Pension assets test
relief for genuine downsizers, and stamp duty credits on the purchase of a smaller principal residence.

+ Establish a Building Australia Fund allowing downsizers to invest released housing equity into government-
backed infrastructure projects without capital gains penalties.
+ Partner with states on a Regional Growth Strategy to direct infrastructure investment toward regional and rural

growth centres, deliberately strengthening country communities and enabling large-scale, well-planned greenfield
development outside the capital cities.

Migration Reform Aligned with National Capacity

+ Significantly reduce the permanent migration program through staged reductions and formal review.
+ Phase down international student enrolments and tighten enforcement of temporary visa work conditions.

+ Rationalise skilled migration occupation lists to genuine, persistent shortages, particularly in health, trades, and
critical engineering roles.

+ Tighten temporary education pathways by reducing low-productivity, high-churn VET and coursework-based visa
streams while protecting research-intensive and high-skill programs.

Taken together, these reforms reorient Australia’s economic and social settings toward long-term stability rather than
short-term throughput. They recognise that family formation, caregiving, housing access, workforce participation, and
population policy are interdependent.

By supporting families to form earlier, raise children with stability, and maintain long-term economic security, this
agenda strengthens productivity, social cohesion, and national resilience. It positions family life as a shared national
priority and a central pillar of economic strength.

RAISING THE NEXT GENERATION POLICY PAPER 01/ FEBRUARY 2026 | 8
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1. Why Family Policy Matters

Australia’s long-term prosperity does not rest solely on
markets, technology, or public spending. Rather, it rests on
whether people can form stable households, raise children,
and pass on the social and economic foundations of the
next generation. Yet across housing, taxation, childcare,
workforce regulation, and population settings, policy has
drifted away from the lived realities of family life.

The consequences are tangible. Fewer Australians are
forming families, parental stress is rising, and public
systems face mounting pressure across health, education,
and welfare. These trends reinforce one another and
compound over time.

Family policy therefore sits at the core of national economic
performance. Where families are strong, communities

are resilient, labour markets are more stable, and public
spending is contained. Where families weaken, costs are
shifted outward, first to individuals, then to the state, and
eventually to the broader economy.

1.1 The Link Between Social Policy and
Economic Strength

A nation’s economic health is shaped long before workers
enter the labour market. Human capital is formed in
households, reinforced by schools, and sustained by
communities that provide continuity, trust, and support.
When those foundations weaken, economic costs emerge
later through higher welfare dependence, lower productivity,
poorer health outcomes, and declining social cohesion.

Stable families reduce long-term public expenditure by
lowering the incidence of poverty, educational disengagement,
mental health disorders, and intergenerational disadvantage.
These patterns are well documented across Australian and
international data, and they are consistent across income
levels, regions, and cultural contexts.

Housing policy illustrates this connection clearly. When
families cannot access stable, appropriate housing,
household formation is delayed and family size is
constrained. Insecure or overcrowded housing undermines
long-term planning, disrupts schooling, and weakens
community ties. This can lead to a measurable drag on
productivity and workforce stability.

Families that form, own property, raise children, and
invest in their communities create the social and

cultural conditions that support democratic stability and
economic growth. They also anchor individuals to place, to
responsibility, and to a shared national future.

For Australia to truly thrive into the future, it must seek
continuity between generations, across institutions, and
within communities. A society that cannot sustain families will
struggle to sustain prosperity, cohesion, or self-government.

RAISING THE NEXT GENERATION

1.2 The Intangibles That Sustain a Free Society

Economic indicators capture only part of what makes a
society durable. Trust, belonging, responsibility, and social
obligation cannot be measured easily, yet they shape how
institutions function and whether citizens cooperate rather
than withdraw.

Edmund Burke described these social bonds as the “little
platoons” that stand between the individual and the

state.! Families are the first and most enduring of these
institutions. They teach reciprocity, model commitment, and
transmit moral and cultural norms through daily life.

When families weaken, support that once came from
relatives, neighbours, churches, and local networks
becomes thinner, and everyday trust between people
starts to fray. As these bonds weaken, public institutions
face pressure to take on responsibilities they were

never designed to shoulder. Over time, this shift leaves
communities more fragile, civic life more strained, and the
sense of shared national purpose harder to sustain.

Modern policy has often undervalued these intangibles
because they are difficult to quantify. Yet their absence is
increasingly visible in rising loneliness, deteriorating mental
health, declining trust in institutions, and growing political
fragmentation. These trends are not unrelated to the
pressures placed on families, caregivers, and community
life.

A pro-family policy framework understands that family life
supplies the care, continuity, and responsibility on which
social order depends. These habits form early and carry
through into work, civic life, and public institutions. Where
families endure, trust between people remains higher,
labour markets work more smoothly, and free institutions
retain their stability over time.

POLICY PAPER 01/ FEBRUARY 2026 | 9
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1.3 Giving Women Real Choice

Women's participation in education and the workforce

has expanded dramatically over recent decades, bringing
substantial economic and social gains. At the same time,
motherhood remains biologically and socially demanding in
ways that policy has been slow to acknowledge.

Raising children is physically, emotionally, and economically
demanding, and the long-term financial effects of time
spent caregiving remain substantial. Superannuation

gaps, lower lifetime earnings, and reduced career security
continue to shape women'’s decisions.

Most women seek both meaningful family life and ongoing
participation in the paid workforce. The problem is not
aspiration, but rather constraint. Current settings often
force women into narrow trade-offs between caregiving and
long-term security.

Real choice exists only when women can care without
suffering lifetime disadvantage. This requires policies that
recognise caregiving as socially productive work, protect
long-term financial security during early childhood years,
and enable flexible transitions across different life stages.

It also requires acknowledging biological realities such as
pregnancy, childbirth, recovery, breastfeeding, and the
demands of early caregiving, rather than designing systems
around uninterrupted linear careers.

When women are given genuine options, family formation
becomes less risky, fertility intentions are more likely to be
realised, and long-term economic participation improves.

In this sense, family policy is women'’s policy, children’s
policy, and economic policy at once. Aligning these domains
is the task this paper undertakes.

RAISING THE NEXT GENERATION
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2. Structural Barriers to Family Life in Australia

The pressures facing Australian families are often described
as personal choices or cultural change. In reality, most of
the obstacles to family formation are embedded in the
design of Australia’s economic and social systems. Housing,
taxation, childcare, workforce regulation, and population
policy now interact in ways that raise the cost, risk, and
complexity of raising children.

These pressures reinforce one another and produce
outcomes that no single reform can resolve on its own.

For many Australians, the decision to delay having children,
limit family size, or forgo family life altogether reflects
rational responses to structural constraints rather than
shifting values. At the centre of these constraintsis a
growing mismatch between the life patterns assumed by
public policy and the realities faced by modern families.

Section 2 sets out the evidence for this misalignment. It
traces how current policy settings interact to raise the cost,
risk, and complexity of forming and sustaining families in
Australia. By identifying these structural barriers clearly,

it establishes the case for the reforms that follow in later
sections.

These reforms are not aimed not at managing decline, but
at restoring the conditions under which family life can once
again be a realistic and sustainable foundation for national
prosperity.

2.1 Early Care and Child Development

The first years of life shape a child’s emotional stability,
capacity to learn, and ability to form healthy relationships.
These foundations are built day by day through repeated,
responsive interactions with familiar adults.

When early care is stable and attuned, children develop
the capacity to regulate stress, trust others, and explore
their world with confidence. When care is fragmented or

inconsistent, those same systems are forced to compensate.

Policy settings influence whether families can prioritise that
continuity. They shape how much time parents can spend
with infants as well as which forms of care are financially
viable. Where systems are misaligned, families absorb the
strain and children carry the developmental risk.

2.1.1 What has gone wrong?

Australia’s approach to early infant care is misaligned
with child development science.

Early childhood is a period of intense neurological growth.
In the first three years, more than one million neural
connections form every second. This is when the systems

RAISING THE NEXT GENERATION

that govern emotional regulation, stress response,
attention, learning, and social connection are built. Early
attachment relationships help shape the architecture of a
child’s emotional regulation, cognitive capacity, and social
functioning.?

Despite this, Australia’s policy settings too often treat early
caregivers as interchangeable and parental care as optional
labour rather than essential developmental infrastructure.
The resultis a system that is designed primarily around
adult economic participation, without consistently reflecting
the biological and relational needs of infants and toddlers.

The institutional childcare model is not delivering
consistent and sufficiently high quality care.

Australia’s predominantly for-profit long day care model
is struggling to deliver consistent, high-quality care. Quality
varies significantly across centres because staffing is
unstable, carers are underpaid, and turnover is among the
highest in the OECD.3 4

Large providers face incentives to prioritise occupancy,
expansion, and cost containment, while high rents and
shareholder returns limit what can be invested back into
care quality.

At the same time, infants are entering care earlier and for
longer hours, yet many centres cannot meet recommended
care ratios or provide stable, attachment-rich relationships.

The practical effect is that public investment in childcare

is high, but the quality children receive is uneven,
inconsistent, and often insufficient to support optimal early
development. For children under three where attachment
and relational continuity matter most, care is often
fragmented across shifts, rooms, and staff changes.> ¢

Increased family instability is having a measurable
impact on our kids.

A second compounding pressure is the rise in family
instability. When children experience relational disruption
early in life, whether through breakdown in the home,
frequent changes in caregivers, or diminished access to
stable parental presence, the emotional load placed on
infants and young children increases.

In combination with the challenges above, this creates a
pathway for developmental stress that can later manifest
in poorer mental health, behavioural dysregulation, and
reduced readiness for school and life.” 8°

One indicator of this broader shift in family formation is
long-term change in marriage patterns. Australia’'s marriage
rate has been declining steadily for more than half a
century. In 1971, the crude marriage rate was approximately
13 marriages per 1,000 adults.”© Today, it has more than

POLICY PAPER 01/ FEBRUARY 2026 | 11
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halved to around 5.5 per 1,000, reflecting a substantial
retreat from marriage as a universal social norm."

Cohabitation has become a dominant pathway into adult
life and parenthood. In the mid-1970s, only around 10% of
births occurred outside marriage. Today, approximately
40% of Australian births are to unmarried parents.”

Australian evidence consistently finds that cohabiting
(de facto) relationships are less stable than marriages
regardless of whether couples have children”.®

Where separation occurs, it often occurs early. Australian
longitudinal evidence suggests that among children

aged 0-1whose parents were living apart, only 13% had
parents who were previously married, compared with
46% whose parents were previously cohabiting and 41%
whose parents had never lived together, indicating that
early-years separation is disproportionately a non-marital
phenomenon.™”

The consequence is that more children experience
parental separation earlier in life, when routine,
attachment, and consistent caregiving matter most.

By contrast, married couples who separate tend to do so
much later. The median time from marriage to separation
is ~8-9 years, and the median duration to divorce is ~13
years.”” '® Consistent with delayed family formation, the
proportion of divorces involving children under 18 fell from
around 68% in 1971 to 48% by 2012.”

The timing shift matters. Cohabiting parents are more likely
to separate while their children are infants or preschoolers.
Married parents who separate are more likely to do so when
children are older. The net effect is to shift a larger share of
family dissolution into the most developmentally sensitive
years.

For many children, separation also means reduced access to
their father. Among children with a parent living elsewhere,
23% have no (or less than monthly) daytime contact with
their father, and a further 14% have daytime-only contact.”
Reduced father involvement is strongly associated with
poorer social and emotional wellbeing in children.”

2.1.2 Why?

The first 1,000 days are a critical period in human
neurodevelopment

The first 1,000 days of life are a period of unmatched
developmental sensitivity. During this window, the brain is
building foundational circuitry at extraordinary speed. More
than 1 million neural connections form every second

and the quality of early caregiving, especially stable primary
attachment, helps determine whether those pathways
mature into resilient networks or become stress-reactive
and fragile.?®

RAISING THE NEXT GENERATION

Infants regulate their stress, attention, and emotions
through close co-regulation with a primary caregiver, and
parents are biologically best positioned to provide that
stable primary attachment.?' 2

Attachment operates as a biological mechanism that tunes
the infant nervous system. Secure attachment is associated
with stronger emotional regulation, empathy, and executive
functioning. Insecure attachment is associated with

higher risks of anxiety, impulsivity, aggression, and lower
resilience. Disorganised attachment is described as one of
the strongest predictors of later psychopathology.?

Caregiver responsiveness shapes neural circuits.

Infants with responsive caregivers show patterns consistent
with healthier developmental trajectories including lower
cortisol levels, faster recovery from stress, stronger
prefrontal cortex development, and healthier amygdala
functioning. These systems are central to self-regulation,
learning, and relationship formation.

These are core developmental capacities that underpin
school readiness and later life functioning. Institutional
environments, by design, struggle to replicate stable,
attachment-based one-to-one caregiving for infants at
scale, particularly when staffing is variable and children
experience multiple carers over a week.

Stress physiology

Early stress operates as a physiological signal that shapes
the developing brain. Elevated cortisol exposure in
infancy can alter limbic system development and impair
hippocampal functioning, contributing to higher lifetime
risks of anxiety and depression.2®

A key quantitative finding cited is that infant cortisol levels
can be significantly higher in long-day institutional care
than in home environments, with cortisol peaking late

in the childcare day and sometimes remaining elevated
into the evening, patterns linked with sleep disruption and
dysregulation.?” 28 2 |n higher-ratio care environments,
toddlers may also exhibit more behavioural dysregulation,
consistent with accumulated stress across the day.3°

‘ g
A
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Maternal-infant synchrony.

A further mechanism explaining the importance of primary
caregiving is synchrony. Synchrony describes the reciprocal
regulatory loop between infant and primary caregiver that
supports emotional stability and a sense of safety. Primary
caregivers are often best positioned to induce co-regulation
through a biological feedback loop involving oxytocin,
dopamine, and vagal tone.3!

Synchrony can include:

+ matched heart rhythms
+ matched affect

+ shared hormonal state
+ reciprocal touch

+ rhythmic vocalisations

Synchrony is a key developmental step in an infant’s
development of trust, stress buffering, and the beginnings
of emotional literacy. Where infants experience high
caregiver turnover, inconsistent responsiveness, or limited
one-to-one attunement, these cycles can be disrupted.

Taken together, the neuroendocrine, emotional, cognitive,
and relational systems involved in early development
depend on stable caregivers. A policy framework

that assumes caregiving is replaceable and invests
predominantly in institutional care risks prioritising market
demand and workforce participation over biological reality,
particularly for infants in the first 1,000 days.

2.1.3 The impact
Child mental health disorders are surging.

The scale and speed of deterioration in child and adolescent
mental health is unmistakable. At least one in seven
Australian children now has a diagnosable mental health
disorder.32 Over the past decade, anxiety diagnoses

have doubled among adolescents,3* and self-harm
hospitalisations have increased sharply for girls aged
10-14.34

These are not isolated clinical trends; they align with a
broader pattern of rising stress exposure and reduced
access to stable, secure relational care in infancy and early
childhood. The underlying mechanisms are well established
across neuroscience, developmental psychology and
behavioural endocrinology. Mothers and infants are
biologically interdependent,® early caregiving shapes brain
architecture;*® secure attachment predicts lifelong mental
health and social functioning;*” and high-stress, inconsistent
early care increases risks of anxiety, behavioural
dysregulation and chronic disease.3®
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Australian time-series evidence reinforces the severity

of the shift. The prevalence of clinically defined mental
disorders among young Australians aged 16-24 rose from
about 26% (2007) to 39% (2021)—an increase of roughly
50%.3° The consequences are profound: suicide is now the
leading cause of death among 15-19-year-olds, with a
youth suicide rate of about 9.7 per 100,000.4°

Chronic physiological stress is part of this picture. Studies
have found that children in lower-quality care settings can
show higher cortisol levels during the day than peers,
indicating elevated biological stress exposure.*

School readiness is declining

A second visible consequence is deteriorating “readiness”
for school, particularly in behavioural self-regulation,
attention, communication, and basic developmental
milestones. When early years are marked by heightened
stress, relational discontinuity, or insufficiently responsive
care, children are more likely to arrive at school with weaker
foundations for learning, peer relationships, and classroom
participation.

Speech and language delays are more visible with recent
reports estimating roughly one in four Australian children
begins school with a speech or language delay requiring
intervention.*

Teachers are also observing declines in fine and gross
motor skills compared to previous cohorts. Some children
can adeptly use an iPad by age four yet struggle to hold a
pencil, use scissors, or climb playground equipment due
to weak hand and core muscles.*? 44

Educators are also increasingly reporting delays in basic
developmental milestones among children entering
school. For example, in Western Australia, early childhood
teachers note that a growing number of kindergarten
children are not fully toilet-trained when they start school,
requiring nappies or pull-ups in class. If a child has reached
five years of age and is still using nappies, wetting or soiling
themselves, they are technically considered incontinent.*®

Human capital is being eroded

The long-run national cost of these trends is a compounding
loss of human capital including skills, health, resilience and
capability. The early years are where this “root system”

is established, and economists have long argued that

few policy interventions rival the return on investment

from early childhood. Nobel Prize-winning economist
James Heckman estimates that every $1invested in early
childhood yields up to $13 in long-term economic returns.4

Yet current settings can work in the opposite direction

by undervaluing parental caregiving and financially
incentivising early workforce return, increasing infant
exposure to institutional environments where centres may
be understaffed, overburdened, and subject to high carer
turnover.
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Research evidence indicates a compounding deficit:

+ Early adverse experiences increase the risk of later
welfare dependence by 25%%’

+ Chronic early adversity in infancy is associated with
poorer cognitive, behavioural, and emotion regulation
outcomes at kindergarten entry®

+ Early exposure to chronic stress increases the risk of
behavioural disorders*

+ Emotional regulation problems predict lower workforce
participation and earnings in adulthood®°

+ The economic cost of mental illness and suicide in
Australia is estimated at $43-$70 billion annually>!

+ Early caregiving quality is directly upstream of
mental health, learning, employability and long-run
productivity.

Educational outcomes are also deteriorating. Since 2000,
Australian 15-year-olds’ average PISA scores fell by 37 points
in mathematics, 30 points in reading, and 20 points in
science which are declines equivalent to losing one to two
years’ worth of learning.>? Just over half of students met
the national proficient standard in reading (57%) and maths
(51%) by age 15, and about one in four students is a “low
performer” lacking basic skills for productive adult life.

These academic trends flow directly into job readiness.
Educators, experts and employers increasingly report gaps
in basic communication, problem-solving and teamwork
skills among school leavers suggesting a decline in work-
readiness compared to prior cohorts. Roughly 8-12% of
Australians aged 15-24 are not in education, employment or
training (NEET) at any given time.>?

This decline cannot be explained by infancy alone, but
the early years appear to be intensifying other risks. So
far, earlier childcare interventions have failed to stop the
downward trend.

Fiscal pressure is rising across every major system

Rising fiscal pressure is occurring alongside increased
developmental vulnerability and continued exposure to
adverse childhood experiences, both of which are linked to
higher long term demand for public services.

+ Education: additional supports as behavioural and
social-emotional disabilities rise>*

+ Health: increased childhood and adult mental health
needs®

+ Welfare: lower workforce participation among adults
exposed to adverse childhood experiences®®

+ Justice: higher youth offending rates and longer-term
incarceration risk®’

+ Productivity: reduced adult earnings and stability®®
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The cost of child mental illness will continue to grow as;

+ Child Social Anxiety Disorder is up 45%5°

+ Self-harm presentations (0-14 y/o females) have almost
tripled since 2008¢°

+ ADHD medication use rose 30% in four years®

* 74% of adolescents in Australia experience clinically
significant depression or anxiety symptoms at some
point during adolescence, with most following a chronic
courses®?

Emotional regulation capacity at age three is one of the
strongest predictors of later life outcomes, including school
performance, social functioning, adult mental health and
long-term income.®3

In fiscal terms, mental ill-health and suicide impose $43 to
$51 billion per year in direct economic costs in Australia,
with an additional $130 billion associated with diminished
health and shorter life expectancy among people living with
mental ill-health.®*

A central biological indicator of these pressures is cortisol
dysregulation. One of the most consistent findings in
developmental psychobiology is that infants in group
childcare exhibit higher cortisol concentrations
compared to infants receiving parental care.%

A meta-analysis found cortisol levels rise over the day in
group care which contradicts the normal diurnal decline

of cortisol in infancy. Studies show cortisol often doubles
by afternoon in under-twos and levels remain elevated in
the evening, affecting sleep and regulation. Heightened
cortisol is associated with increased anxiety, aggression and
impaired memory consolidation.5¢

Safeguarding risks have also escalated

Beyond developmental concerns, safeguarding risks have
emerged as a further, deeply serious dimension of system
failure. Ongoing investigations have now uncovered nearly
150 childcare workers nationwide accused, charged or
convicted of sexual offences.” The most high-profile case
involves a former Melbourne worker now charged with 156
offences involving infants and toddlers across more than 20
centres.

Legislative reforms have since been introduced to
strengthen child-safety requirements, including the
establishment of a national early-childhood educator
register and tighter requirements across services, yet where
enforcement is unproven, policy should ensure parents can
access and facilitate alternatives to centre-based care.
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2.2 Parental Choice and Care

For most families, the early years of a child's life are shaped
by decisions about who provides primary care and how
those arrangements integrate with family life. Across
income levels and cultural backgrounds, many mothers

say they would prefer to care for their children themselves
in the first years, or leave them with someone they trust,
usually family, rather than rely on institutional care as the
default.®® The majority of women and men also reject the
view that full-time child care is fine for children under three,
indicating most parents do not want very young children
placed in institutional care five days a week.*®

These preferences reflect something deeply practical.

The first years of life are a period of rapid emotional and
neurological development. Secure attachment, emotional
regulation, and early learning are built through repeated,
responsive interactions with familiar adults. For most
infants, this bond forms most reliably with a small number
of consistent caregivers, most often the mother.

Studies repeatedly show that the more time parents spend
with their children, the healthier children are emotionally
and physically.”®

Yet the structure of modern life makes this harder to
achieve. Longer working hours, higher housing costs, and
dual-income dependence have reduced the time families
can spend together. As parental presence becomes more
difficult, policy settings increasingly determine whether
families can choose care arrangements that reflect their
values and their child’s needs.

A policy system that pressures early separation between
mother and infant, or that structurally privileges one

mode of care over all others, risks undermining both child
development and maternal wellbeing. The objective should
be a system that supports parental presence, sustains
family autonomy, and restores genuine choice.

2.2.1 What has gone wrong?
The current system does not give families real choice.

Parents, especially mothers, are often financially pressured
into early workforce return after giving birth. Government
subsidies overwhelmingly support institutional childcare
(projected to reach $16.2 billion per year in 2026)"" with
almost no equivalent support for parental or home-based
care. The practical effect is an implicit policy preference for
outsourcing care, regardless of family circumstances or a
child’s developmental needs.

Caregiving is essential, yet treated as economically
invisible.

RAISING THE NEXT GENERATION

Unpaid care work, largely carried by women, sustains
households and shapes the next generation. Unpaid care
work, largely carried by women, sustains households
and shapes the next generation. Unpaid care work was
estimated at around $650 billion annually in 2012, yet is
largely uncounted in national accounting.”?

Families, and our broader society, depend on this labour,
but policy design offers little structural support for those
who provide it.

This imbalance sends a clear signal that paid work is valued
whilst caregiving is not. In practice, this design discourages
childbearing. It raises the cost of time spent caring for
children and leaves women carrying most of the economic
downside, both during the early years and decades later.”?

Childcare Deserts

A childcare desert is generally defined as an area with
three or more children for every available childcare place.
More than one third of Australian communities fall into this
category, with shortages far more common outside major
cities.”* In some regional areas there are more than five
children competing for each place, and many small towns
have no long day care service at all.

Workforce shortages make this worse. National data show
persistent educator vacancies and high staff turnover, with
regional services especially affected.”

The ACCC's recent Childcare Inquiry similarly found that in
many regional and remote communities, services are fragile,
limited, or absent despite substantial public subsidy.”

Governments now spend over $16 billion a year subsidising
centre-based care, yet in large parts of regional Australia
there is simply no service to access. Parents may face long
waiting lists, reduced hours, or the need to travel significant
distances. For agricultural families, shift workers and small
business owners, standard metropolitan childcare models
often do not reflect how regional economies actually
operate.

2.2.2 Why?

Caregiving has been treated as an interruption to
productivity rather than a driver of it.

Family policy has increasingly been shaped around

labour force participation and GDP growth rather than
children’s needs, parental wellbeing, or birth rates. This
framing has minimised realities such as postpartum
recovery, breastfeeding physiology and bonding, and it has
encouraged settings that pressure mothers back to paid
work earlier than many would choose.
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What is measured shapes what is valued.

Traditional GDP measures capture paid hours and market
transactions, but they do not count breastfeeding, infant

caregiving, school readiness, or child and maternal health
outcomes.

Over time, this skews policy toward what is immediately
visible rather than what sustains future capacity.

Childcare has become an entrenched policy default.

As subsidies expanded, institutional childcare has become a
major industry and political constituency. Funding growth,
which has increased from around $1.5 billion in 2000 to
$16.2 billion in 2026, has created path dependence and
narrowed practical alternatives for families.””

At the same time, the sector has undergone a deliberate
process of renaming and reframing. What was once
commonly described as “childcare” is now formally styled as
“early childhood education and care” (ECEC). This linguistic
shift has not been incidental. It has functioned as a strategy
to elevate the perceived professional status and credential
requirements of the workforce, aligning the sector
rhetorically with schooling rather than care.

By embedding the word “education” at the front of the
frame, the policy narrative implies that children who do not
participate risk developmental disadvantage, irrespective
of the quality and stability of care available at home. This
implication sits uneasily alongside the evidence, which
consistently finds the largest and most durable gains accrue
to children from dysfunctional or otherwise disadvantaged
backgrounds. For children from stable, well-resourced
families, the developmental effects are far more mixed and
highly contingent on quality, dosage, and age of entry.

Spending priorities encode a strong preference for
institutional care.

Public funding heavily favours institutional care, while
parental and home based options receive little support.
In juxtaposition to the $16.2b/year Australia is set to
spend on childcare subsidies from 2025-26,7® around
$4.8b/year is directed to Paid Parental Leave,”® there is
no home-care allowance for parents who provide care
themselves, and other forms of early parenting support
receive only marginal funding. Childcare has become
the overwhelmingly dominant lever of family policy. The
cumulative effect is to subsidise one pathway heavily while
leaving other family preferred pathways comparatively
unsupported.
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Motherhood has been linguistically erased from policy
language.

Policy discourse increasingly avoids terms such as “mother”,
“maternal care”, “attachment”, “breastfeeding” and
“bonding”, substituting more generic terms such as “carers”,
“parents”, “care workforce” and “ECEC availability”. This shift
obscures the disproportionate biological and social load
mothers carry, and makes it harder to speak precisely about

early developmental needs.

2.2.3 The impact
Mothers are carrying unsustainable loads.

Mothers perform around 76% of all unpaid caregiving
labour while also participating in paid work at historically
high rates.® Many are effectively managing two full-time
roles. The combined load drives exhaustion, higher stress,
declining wellbeing, and workforce disruption as families
struggle to sustain the pace.

Support networks have thinned.

Around 38% of parents report needing more social
support,® with many mothers experiencing isolation during
the postnatal period;® more than 74% report feeling
stressed balancing work and family commitments;®* around
one in five mothers experience a mental health condition
during the perinatal period, commonly depression and
anxiety®* conditions frequently associated with isolation and
inadequate practical support.8®

Rebuilding practical choice in the early years would also
rebuild informal support. When parents have the time and
financial capacity to be present alongside grandparents,
neighbours, and other family members, support networks
thicken naturally. The “village” is partly a function of
availability in that when almost everyone is rushed back
into full-time work, the remaining at-home parents are left
isolated and support becomes professionalised and paid
rather than shared.

Family preferences are being overridden by financial
pressure.

A majority of mothers report that they would prefer to care
for their young children at home if financially feasible,¢
while polling suggests that roughly half of Australians favour
loosening childcare subsidies to allow parents greater
choice in how the assistance is spent.?” Parents have also
reported in the past that the role of parenting is generally
undervalued in the broader community.® Taken together,
this reflects a widespread sense that current systems do not
match how families want to live.

Survey evidence also shows that the main reason many
mothers are unavailable for paid work is a preference
to care for their own children. Cost and access barriers
matter, but they are not the primary driver of workplace

POLICY PAPER 01/ FEBRUARY 2026 | 16



- PAGE

RESEARCH CENTRE

availability.®

Children carry the developmental risk when care is
outsourced.

Two structural vulnerabilities of early childhood care are
particularly relevant for young infants.

First, staff-to-child ratios in many settings limit the capacity
for consistent, responsive care. Infant ratios are set at 1:4
for under-twos,*® despite the fact that infants biologically
expect highly attuned care. Secure attachments are formed
over time when caregivers frequently and consistently
engage in responsive, warm interactions.”

Second, high workforce turnover disrupts continuity and
weakens caregiver-child bonds. Turnover in early childhood
education and care is reported as higher as 30% annually,
disrupting continuity of care and undermining stable
caregiver-child bonds.*?

Babies form trust through repeated interaction with familiar
adults. When the specific adult providing daily care changes
frequently, that relationship is harder to build. Frequent
changes in who provides care can disrupt the formation

of stable attachment relationships, and higher levels of
instability in caregiving are associated with increased
externalising and, in some cases, internalising behaviour
problems in early childhood.®

Studies show high staff turnover predicts lower secure-
attachment rates. Children in high-turnover centres
display more behavioural dysregulation, while educators
experience burnout due to insufficient support and poor
conditions.**

The long-term costs are borne across society.

When early caregiving is under-supported, costs are not
eliminated. Instead, they reappear later through rising
public expenditure, deteriorating workforce stability,
declining productivity, and increased long-run health
burdens. Early relationships and caregiving quality shape
outcomes across the life course, with later impacts in
welfare, mental health, justice and education syst(-emsf’-”

4
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2.3 The Motherhood penalty

The “motherhood penalty” refers to the high economic price
women often pay for having children. It is essentially a care
penalty that falls disproportionately on women.*® Research
shows that parenthood affects women’s employment rates,
career transitions and status far more than it does for men.
In practice, Australian mothers spend significantly less
time in paid work over their lifetimes than men or childless
women. This on its own is not inherently a bad thing -
assuming women and society recognise this unpaid labour,
and are able to provide safeguards to support them in the
public good of childrearing.

Childbirth has immediate and far-reaching consequences
for women’s income, overall earnings trajectory, and

even their ability to accumulate superannuation. Treasury
analysis finds that women with children work about one-
third fewer hours and earn around 55% less in the first
five years after having a child.”” This severe early-career
hit persists for years. Even a decade after the first child,
mothers’ earnings remain roughly 40% below their pre-
child levels on average.®®

Meanwhile, fathers experience almost no such impact.
Men's work hours dip only briefly around a birth and their
earnings remain essentially unchanged by parenthood.
As a result, a typical 25-year-old Australian woman who
becomes a mother is projected to earn about $2 million
less over her lifetime than a 25-year-old man who becomes
a father. In short, having children creates a major and
lasting economic gap between women and men in Australia.

2.3.1 What has gone wrong?

Motherhood now accounts for almost all remaining
gender inequality in earnings.

By every indicator, Australia’s policy settings have failed

to support the vital work of motherhood. The arrival of
children has become the single largest driver of the gender
earnings gap. In 2001, having kids explained about half of
the earnings disparity between men and women; by 2019 it
accounted for over four-fifths.*®

An average 25-year-old Australian woman who has a child is
currently projected to earn about $2 million less over her
lifetime than a 25-year-old man who becomes a father.®

In other words, nearly all remaining gender inequality in pay
now stems from the “care penalty” mothers face.

This doesn't mean women are erring by stepping back

to raise families. Rather, it highlights how poorly our tax
and support systems value caregiving. As other gender
gaps have narrowed, the economic hit tied to motherhood
looms larger than ever, a clear sign that our society hasn't
structurally adjusted to support parents who invest time in
raising children.
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Workforce participation drops sharply during child-
rearing years and the system punishes families for it.

Itis still the norm for Australian women'’s workforce
participation to drop sharply during the child-rearing years.
Many mothers understandably take time out or return part-
time when children are young, prioritizing family care.

This reduced paid work is not a “problem” when voluntarily
chosen as it's often the best choice for the family and
beneficial for children. The problem is that our system
effectively penalises parents (primarily mothers) for
making that socially valuable choice.

Every career interruption or cut in hours to provide care
comes at a cost that our policies do little to offset. Mothers
who scale back in the early years often miss out on
promotions and skill development, leading to slower wage
growth and lower lifetime earnings.

Crucially, mothers who remain in or re-enter the workforce
face an earnings gap that can persist for decades under
current settings. A recent Treasury study confirmed that
Australian women experience a 55% drop in annual
earnings, on average, in the first five years after having
their first child.’® Even a decade on, their incomes remain
significantly lower than they would have been without
children. By contrast, fathers’ earnings are essentially
unaffected by parenthood.

Tax and retirement systems treat families as atomised
individuals, not caregiving units.

At a deeper level, Australia’s tax, pension and family
benefit policies treat households as collections of atomised
individuals rather than recognizing the collective caregiving
contribution of a family unit.

When one parent in a two-parent household devotes
themselves to raising children (often for several years),
our current system provides only minimal recognition or
support for that contribution. Income tax is calculated per
individual, with no allowance for sharing income between
spouses meaning a single-income couple often shoulders
a higher overall tax burden than if both adults earned half
the amount. (Previous tax offsets for dependent spouses
have been largely phased out, and no income-splitting
mechanism exists.)

Likewise, the superannuation framework is based on
individual earnings. Any year a parent spends out of paid
work is a year with no retirement savings accumulated.
Unsurprisingly, women retire with far less superannuation
on average than men. The median retired woman has only
about 60% of the super balance of the median man, a direct
result of interrupted careers for caregiving.'%?

Australian women also still perform the majority of unpaid
care and domestic work (about 8-9 hours more per week
than men on average),'® yet that vital labor is barely
acknowledged in our national accounting.

RAISING THE NEXT GENERATION

There is no systematic compensation for raising the

next generation, whether via tax credits, retirement
contributions, or direct payments, beyond some limited
family benefits. In practice, this means parents who step out
of the workforce to care for kids absorb not only lost salary
but also lost superannuation, career momentum, and often
their own long-term financial security.

Motherhood is treated as a long-term economic liability.

This lack of support and recognition for caregiving has
broad social consequences. Faced with such high personal
costs for taking time out of paid work, many women feel
pressured to return to employment sooner than they would
prefer, or to limit the number of children they have.

Genuinely valuing and supporting the time parents spend
raising children such as through income-sharing tax
provisions, superannuation top-ups for career breaks, or
more generous family transfers might free mothers and
fathers to make caregiving choices without fear of long-term
penalty.

2.3.2Why?

Tax and welfare settings create strong disincentives for
shared earning and caring.

Family payments and tax structures interact in ways that
often make additional work financially unattractive for
second earners, who are usually mothers. Family Tax
Benefit Part B, for example, is designed to support single-
income families, but it begins to taper once the second
earner earns above a relatively low threshold.

Labour markets reflect linear career assumptions.

Labour markets remain organised around uninterrupted
full-time participation. Caregiving years rarely fit this
pattern. When women step outside linear career pathways,
they face long-term penalties that compound over time,
affecting income, superannuation, and career security.

First, experience depreciation occurs. Skills in fast-moving
sectors can atrophy, but more importantly, firm-specific
capital and professional networks weaken

Second, hours-based promotional structures compound
disparities. Many senior roles reward long, inflexible

hours and geographic mobility. Care responsibilities
constrain both. Women who shift to part-time or flexible
arrangements often experience not just proportional pay
reductions, but stalled wage growth and diminished access
to progression tracks.

Third, compounding effects in retirement savings magnify
the gap. Australia’s superannuation system is earnings-
linked. Time out of paid work means forgone contributions
and foregone compound returns. Even small early-career
gaps can translate into substantial lifetime wealth
differentials.
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The motherhood penalty therefore is not primarily the
result of overt discrimination, though that can occur. It
arises from the interaction between biological realities,
caregiving responsibilities, and a labour market architecture
optimised for uninterrupted participation.

Over time, these penalties can alter behaviour. Women
may delay childbearing to consolidate career capital or limit
family size to manage financial exposure. Or they attempt
to maintain full-time trajectories while sustaining high-
intensity caregiving, increasing burnout risk.

2.3.3 The impact of the motherhood penalty

The motherhood penalty shapes family formation well
before the first child is born. It changes how women plan
their lives, how families sequence work and care, and
whether couples feel able to have the number of children
they want. The effects accumulate across time, firstin
delayed decisions, then in reduced fertility, and later in
permanent losses in earnings and retirement security.

Women delay life milestones, including having children

When the financial costs of caregiving are large and
persistent, delay becomes a rational strategy. Women

seek to stabilise employment, build savings, reduce debt,
and secure housing before starting a family. ABS historical
series show the average age of first-time mothers rose
from 23.6 years in 1975 to 30.5 years in 2020, indicating a
multi-decade movement of first motherhood from the early
twenties into the thirties.”*

Delaying parenthood compresses the years available

for childbearing, narrows the spacing options between
children, and raises the likelihood that families stop earlier
than intended.

% Cumulative Live Birth Rates
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Families often end up with fewer children than they
would ideally like

Australian evidence suggests a persistent gap between
desired family size and expected outcomes. The Household,
Income and Labour Dynamics in Australia report found
around one third of men and women in their mid thirties
hope to have more children, while by age forty-nine about
half report having fewer children than they hoped for.®

The motherhood penalty contributes to this gap by raising
the perceived long-run cost of each additional child,
particularly where time out of the workforce translates into
durable earnings losses and retirement penalties.

Delayed fertility can impose substantial financial costs
through fertility treatment

Delaying childbearing increases the probability of
subfertility and the need for medical intervention. For
many couples, that translates into a costly and stressful
secondary burden of fertility treatment, often over multiple
cycles, with out-of-pocket costs that can escalate quickly.

A single stimulated IVF cycle commonly leaves patients
several thousand dollars out of pocket, often around
$7,000 after rebates, and can rise to $10,000 depending
on medications, “add-ons”, private hospital arrangements,
and whether Medicare safety-net thresholds have been
reached.o¢

There is less than a 50% chance that a mother will conceive
after her first cycle of IVF - and that rate drops the later in
life the first treatment is undertaken.
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Lifetime earnings and retirement security losses
compound

The motherhood penalty is not confined to the years

when children are young. It shows up in slower wage
progression, lost promotions, weaker bargaining power,
and permanently lower super balances. Australian Treasury
research using HILDA finds a large and persistent impact

of children on women'’s earnings. It estimates women
experience an average earnings reduction of around 55%
over the first five years after parenthood (excluding the
birth year), with effects that remain persistent over time."8

These penalties are particularly pronounced in a cost-of-
living environment where households increasingly rely

on two incomes. Australia’s tax and retirement settings,
however, still treat households largely as atomised
individuals. The practical effect is predictable in that
primary carers absorb long-run financial losses and families
face stronger pressure to maintain dual full-time earnings
even during care-intensive years.

Burnout from combined paid work and care

Many women do not step out of the workforce at all.
Instead, they remain employed while carrying high levels of
unpaid care alongside paid work. On average, women do 32
hours of unpaid work and care a week, 9 hours more than
men.'% For women in a couple family with a child under 15
years, the unpaid work increases significantly to 47 hours
per week.

Over time, this pressure can drive burnout and higher
absenteeism, reduced productivity, rising mental health
strain, and eventual workforce attrition. Replacing a burnt-
out employee is estimated to cost employers 50-150% of
salary.”

2.4 Cost of Living and the Logistics of
Family Life

Australia’s cost-of-living surge has turned the daily logistics
of family life into an uphill battle. Families face a perfect
storm of rising prices in essentials, housing and transport,
while wages only recently began catching up to inflation. The
result is that working parents are feeling a sustained financial
squeeze, forcing difficult trade-offs in household budgets.

In a country that once prided itself on a high standard of
living, many families now find themselves navigating childcare,
commutes and grocery bills with unprecedented strain.

2.41What Has Gone Wrong?

Several compounding factors have driven family living costs
to untenable heights.

First and foremost, inflation spiked to multi-decade highs
during 2022-23, peaking at 7.8% (year-on-year), the
steepest rise since 1990."2 Although price growth has
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moderated since, it remains well above wage growth

for most of this period, eroding real incomes. Essential
expenses like food and housing continue to see persistent
increases.

A second key pressure has been soaring energy and utility
costs, which feed into virtually every family budget. Over
the past decade, electricity prices skyrocketed by about
60% in real terms." This surge, driven in large part by aniill-
coordinated rush toward renewables, has directly lowered
household living standards. A recent Page Research Centre
study found higher energy bills alone have cut Australian
household living standards by an estimated 2.4%,
equivalent to roughly $3,400 less in annual purchasing
power per household.™

High fuel prices have added to this pain. Australians in 2024
were spending 10.5% more on transport costs (fuel, driving,
public transit) than a year prior, far outpacing the general
inflation rate."> By mid-2024 the typical household was
devoting 17% of its income to transport just to get to work
and school, up from 15.9% a year earlier.

Third, housing affordability has deteriorated sharply,
undermining the foundational goal of a secure family home.
House prices surged during the 2010s and early 2020s,

then got another boost from ultra-low interest rates and
pandemic-era demand. By late 2024 Australia’s median
home value had jumped 39% in five years, adding about
$230,000 to the cost of an average dwelling."6"”

Home ownership among young Australians has now
collapsed to historic lows. Today, only around 36% of
Australians under 35 own their own home, down from
over 60% in the late 1980s and the lowest level ever
recorded.

Young Australians are increasingly becoming permanent
renters, disconnected from the stability, wealth
accumulation, and social anchoring that ownership once
provided.

For aspiring first-home buyers, the implications are stark.
In most major cities, it now takes well over a decade to
save a standard 20% deposit. In Sydney, a young family on
a median income would need 16-17 years to accumulate
a deposit; even in Adelaide, Brisbane and Melbourne, the
timeframe exceeds 10 years'®. These extended saving
horizons mean many Australians are not able to buy until
their late 30s or 40s, if at all.

Australia-wide, the average dwelling is now over eight
times the median household income, up from around five
times income in the mid 2000s, marking an all-time high in
price-to-income ratio.”® The Reserve Bank’s rate rises (from
0.1% to 4.35%) mean many recent homebuyers have seen
their monthly repayments increase by $1,000 or more,

an extra $12,000-$15,000 a year out of pocket. In 2023,
households paid nearly $83 billion in mortgage interest -
almost double the interest bill of the previous year.™°
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For renters the story is also grim. Rents have surged about
48% over the past decade in capital cities, with vacancy
rates at record lows.”" It's no surprise that over one in four
households nationwide now spend more than 30% of their
income on housing (a common benchmark for financial
stress). In short, whether paying a mortgage or rent,
families are facing historically high housing costs that crowd
out other needs.

Lastly, underlying all these trends is a backdrop of
economic missteps and structural stagnation. Years of
fiscal profligacy and unsustainable government spending
have pumped demand into an economy already constrained
by supply shocks, adding fuel to the inflation fire. Australia’s
annual inflation rose to 3.8% in the year to December
2025,'%2 above the Reserve Bank's 2-3% target, and on 3
February 2026 the RBA raised the cash rate by 25 basis
points to 3.85% to address these pressures.'??

Federal expenditure surged during the pandemic (necessary
at first), but only partly wound back, and continues to rise
faster than revenues.”** Without corresponding productivity
gains, excessive spending pressures the Reserve Bank to
increase interest rates, translating into higher mortgage and
grocery costs for families.

Private sector dynamism has also faltered. Business
investment has been persistently weak, and productivity
growth has all but stalled. In fact, Australia just went
through its worst productivity performance on record.
Labour productivity plunged by over 5% between early
2022 and mid-2025,'% |eaving output per hour barely
higher than it was a decade ago.'*

This means the economy is producing less per worker
even as labour costs rise, an untenable equation for living
standards.

Notably, the only part of the economy consistently growing
has been the government sector. In late 2024, amid
stagnating private activity, public sector consumption and
investment accounted for essentially all GDP growth,
with the private economy at a standstill.”’

Such imbalance is unsustainable. A dynamic, job-creating
private sector is needed to generate incomes and
innovation, but it has been hamstrung by high energy costs,
heavy tax-regulatory burdens, and uncertainty.

2.4.2 Why?

Understanding why these trends have emerged is crucial
for crafting solutions. From a policy perspective, many of
the current challenges can be traced to imbalances and
misaligned incentives that have built up over time.
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Low productivity has left households exposed to
inflation

One fundamental issue has been the mismatch between
GDP growth and inflation, which points to weak
productivity. In recent years Australia’s headline GDP has
been propped up by population growth (mainly record-high
migration)™® 2° and government spending,”® while GDP

per capita has actually been falling. By late 2024 it had
declined for seven consecutive quarters.™

Factors like low business investment, skills gaps, and the
growth of less productive sectors (e.g. some services
expanded by government funding) have combined to
dampen productivity™2. In short, without stronger private-
sector growth and productivity gains, any burst of inflation
hits Australians particularly hard, because there’s no extra
economic output to pay for the higher prices.

Government spending growth has outpaced productive
capacity

Another culpritis fiscal (ir)responsibility and the policy
settings that have prevailed in recent years. Governments
state and federal have often sought short-term fixes or
populist spending that ultimately worsen the cost pressures
on families. When governments run large deficits or

pour money into the economy without commensurate
productivity improvements, the eventual outcome is
inflation, higher taxes, or both.

Australia’s public spending as a share of GDP is on a long-
term upward path, chiefly due to programs like the NDIS,
aged care, healthcare and interest on debt.”?

Yet this spending has not been matched by reform to boost
the economy’s productive capacity. The result is a structural
deficit and an expectation of heavier tax burdens down

the road, effectively a future cost-of-living increase for
today’s young families. Even now, the reliance on monetary
policy (RBA rate hikes) to tame inflation while fiscal policy
remained somewhat loose meant mortgage-holding
families bore the brunt.

It is notable that despite a one-off budget surplus in 2022~
23 (thanks to high commodity prices and a jobs rebound)
the underlying outlook is deficits for years to come, absent
spending restraint.”*

In short, unsustainable government spending has boxed
policymakers into a corner. Either allow inflation to run or
force households to absorb pain via interest rates - both of
which have occurred. Prudent fiscal management, including
reining in recurrent spending and avoiding excessive market
intervention, is necessary to restore balance and relieve
pressure on family finances.
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Energy market volatility has raised costs economy-wide

Energy policy is another “why” behind the crisis. A decade
of prioritising rapid decarbonisation over affordability and
reliability has led to unintended consequences for families.
The increased volatility of power generation driven by the
intermittency of an increasing renewable share in the grid
has led to sharply higher electricity costs and reduced
energy security.

The current government's interventions (such as energy
price caps and subsidies) treated the symptoms but not the
cause, and taxpayer-funded bill relief is only a band-aid.
Until energy is abundant and affordable, it will act as a de
facto “tax” on every household'’s budget.

Poor policy choices, whether excessive spending, neglect of
productivity, or one-dimensional energy planning, have real
costs for families. The economic credibility of any reform
agenda will rest on tackling inflation and cost-of-living at the
source through fiscal discipline, unleashing private sector
growth, and removing barriers that hold back productivity.

Poor policy choices have also driven the collapse in housing
affordability.

Strong demand growth driven by rapid population
expansion.

One of the central drivers of Australia’s housing crisis

is the sustained high pace of population growth driven

by migration, particularly in the major cities where new
demand concentrates. Over the past two decades, Australia
has operated with increasingly high levels of net overseas
migration. From 1972 to 2004, net overseas migration
averaged around 87,500 people per year. From 2005 to
2025, the annual average rose to over 232,000.”° This shift

represented a higher structural baseline for population
growth, maintained for almost two decades.

This increase in migration coincided with a marked
acceleration in the growth of Australia’s capital cities.’®
Population growth became increasingly concentrated in
metropolitan areas, lifting both the pace and scale of urban
expansion. Housing supply systems, planning frameworks,
and construction capacity adjusted only partially to this
higher baseline. As a result, shortages accumulated over
time, particularly in cities where most new residents settled
and where land use constraints limited rapid expansion.

The post-pandemic period intensified these pressures

even further. After a brief slowdown during the pandemic,
net overseas migration rebounded sharply. From 2022 to
2025, net overseas migration averaged around 370,000
people per year, far above both the long run historical norm
and the already elevated post-2005 average. This surge
compounded existing imbalances built up over many years,
rather than emerging from a position of excess housing
capacity.

The scale and speed of population growth has intensified
competition across both ownership and rental markets.
Many new arrivals are young workers or students entering
the same urban housing pools as first-home buyers and
young families. Demand rises immediately, while the stock
of available dwellings adjusts slowly. When population
growth outpaces new housing supply, prices and rents rise
as a matter of arithmetic. Planning systems, construction
capacity, and financing constraints limit the speed of new
construction, particularly in established cities. The resultis a
sustained upward shift in housing costs relative to incomes,
felt most acutely in Australia’s largest urban centres.

RAISING THE NEXT GENERATION
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Asset inflation has transformed housing into a financial
product.

Australia’s housing crisis cannot be understood purely as a
supply problem. Over the past two decades, house prices
have risen far faster than rents or construction costs,
indicating a classic pattern of asset inflation.

Using pre-tax household income, the median dwelling
value nationwide is already 8.2 times income, compared
with around five times two decades ago.”” In Sydney, house
values exceed twelve times household income, while other
major cities such as Melbourne, Brisbane, Adelaide and
Perth sit close to ten times.'*

But these ratios understate affordability pressures.
Households meet housing costs from after-tax income, not
gross income, and purchase prices exclude stamp duty and
other upfront transaction costs. As a result, the effective
dwelling value to disposable household income ratio is
substantially higher than 8.2.

If housing were primarily priced as shelter, prices and rents
would move broadly together. Instead, prices have surged
while rental yields have fallen. Gross rental yields in most
capitals now sit around 3-4% (with net yields often closer
to 2-3%), signalling that buyers are paying far more for the
asset than its income stream would justify.'*

This divergence implies that housing is increasingly valued
not for its use, but for its role as a speculative store of wealth.
Capital gains, rather than liveability or rental income, have
become the dominant motivation for purchase.

Homes have become the primary investment vehicle for
Australian families.

Australia’s wealth model is unusually concentrated in
property. Household debt sits at around 116% of GDP,“°
driven largely by home loans." Superannuation and
financial assets are often insufficient to support retirement
on their own, leading many households to rely on property
as their main store of wealth.

This creates a self-reinforcing cycle. Rising prices validate
property as an investment, which attracts more capital,
which pushes prices higher still. Instead of flowing into
productive sectors such as businesses, technology, or
infrastructure, large volumes of national savings are locked
into residential real estate, a relatively low-productivity asset.

Investor demand has further amplified this dynamic. At
various points in the past two decades, investors accounted
for 40% or more of new mortgage lending, particularly
during the 2013-2017 boom,"? and again late last year.3
These buyers often outbid first-home buyers, especially in
entry-level segments of the market, driving prices beyond
what young households can sustain.
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Demand-side assistance without addressing asset
inflation makes the problem worse.

Many well-intentioned housing policies focus on increasing
buyer access through lower deposit requirements, first-
home buyer grants, stamp duty concessions, or proposals
to access superannuation. While these measures can help
individual households in the short term, they expand
purchasing power without addressing the underlying
drivers of inflated prices.

The economic effect is predictable. More buyers chasing the
same number of homes leads to higher prices. Historical
experience in Australia shows that demand-side subsidies
are often capitalised into sale prices, with sellers capturing
much of the benefit.

Monetary conditions have reinforced this pattern. Ultra-
low interest rates during the 2010s and the 2020-21

period dramatically increased borrowing capacity. When
households can service larger loans, they tend to bid
more for the same asset. Research by the Reserve Bank of
Australia finds that the long-term decline in real interest
rates explains nearly all of the rise in house prices
between 1995 and 2019.'4

Even after interest rates rose sharply from 0.1% to 4.35%
between 2022 and 2023, prices have remained elevated,
meaning affordability has deteriorated from both ends: high
prices and high mortgage repayments.

Housing supply has not kept pace with demand.

Australia is also facing a cumulative shortage of dwellings. In
2024, only 177,000 new homes were completed, compared
with estimated underlying demand for around 223,000.'*
This annual shortfall has compounded into a chronic deficit.

Although the National Housing Accord targets 1.2 million
new homes over five years, projections suggest only
around 938,000 will be delivered, leaving a shortfall of
more than 250,000 dwellings.'*¢

Several structural barriers constrain supply:

° Restrictive planning systems, including low-density
zoning, slow approvals, and local opposition to
development, which limit how quickly cities can expand
or densify.”

* Rising construction costs and labour shortages,
which reduce the viability and speed of new projects.™®

* Low productivity in residential construction, making
housing supply highly inelastic to changes in demand.'®

Together, these constraints mean that even when demand
surges, supply cannot respond quickly enough to stabilise
prices.
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It should be noted that whilst these factors have
constrained supply, the quality, size and liveability of
housing stock are equally just as important variables in the
housing crisis. Maintaining high demand for housing stock
via high migration rates and meeting that demand with

high rise, high density housing does not create the social
conditions where families, and indeed Australians, can grow
and thrive.

Tax and policy settings favour property as an
investment.

Long-standing tax arrangements have reinforced housing’s
role as a speculative asset. Negative gearing and capital
gains tax discounts make property investment particularly
attractive, encouraging wealthier and older Australians to
accumulate multiple properties. This investor activity places
upward pressure on prices, especially in the lower-priced
segments targeted by first-home buyers.

Stamp duties further compound the problem by adding
large upfront costs to transactions, disproportionately
affecting young, cash-constrained households. Research
suggests that rising purchase taxes account for around 25%
of the decline in young home ownership.’°

Regional Imbalance and Metropolitan Policy
Concentration

Australia’s housing debate has become narrowly
metropolitan. Policy settings implicitly assume that growth
must be absorbed within existing capital cities through
densification and urban infill. Yet this approach carries
substantial fiscal and social costs that are rarely fully
acknowledged.

Retrofitting higher density into established urban corridors
requires extensive upgrades to transport networks,
sewerage systems, water infrastructure, electricity grids,
schools, hospitals and community facilities. These upgrades
are complex, politically contested and expensive. In many
cases, the per-dwelling infrastructure cost of retrofitting
ageing metropolitan systems exceeds the cost of servicing
well-planned greenfield developments in emerging regional
centres.

At the same time, many regional cities and growth corridors
retain materially more affordable land values, lower
congestion, and greater scope for coordinated expansion.
Housing in regional Australia often trades at a significant
discount to capital-city equivalents, offering young families
a more attainable pathway to home ownership and space.

The current imbalance reflects a structural misalignment
between population growth and infrastructure delivery.
High migration and internal population flows have
concentrated demand in major cities faster than planning
systems can respond. This has compounded price
pressures, increased commuting times, and strained public
services.
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The combined effect of these settings is a housing system
that systematically advantages incumbent asset holders
while raising barriers for new entrants, entrenching
generational inequality and locking housing into a financial
logic increasingly detached from its social function as
shelter and a foundation for family life.

2.4.3 The Impact

The cost-of-living crunch is acutely felt by every family in
Australia. Surveys in 2023-24 found the vast majority of
households had to tighten belts on basics. Over half of
Australian families have reduced the quantity or quality of
food they buy, and two in three have cut back on heating
and cooling their homes to save money.™

These pressures directly affect family formation and
wellbeing. Young couples are increasingly postponing
having children or deciding to have fewer, due in part to
financial concerns.

Delayed life milestones and compressed family
formation.

High housing costs are forcing young Australians to
postpone or abandon key life milestones. It now takes

until the mid 30s on average to purchase a first home,
compared with the mid-20s a generation ago.>? This delay
has cascading effects. Couples defer marriage, postpone
having children, or limit family size because they cannot
secure stable housing.

For many, the period of financial insecurity coincides
precisely with peak fertility years. The result is not simply
delayed childbearing, but fewer children overall, as
biological windows narrow and economic uncertainty
persists. Others remain living with parents well into
adulthood, an increasingly common pattern among
Australians in their 20s, because independent living has
become unaffordable.”s3

Housing thus acts as a binding constraint on family
formation. Without secure and affordable shelter, long-
term planning becomes risky, and the conditions for raising
children are weakened.

Compounding cost-of-living pressures on families.

When housing absorbs one-third to one-half of household
income, the capacity to absorb other costs is sharply
reduced. Families facing high rents or mortgage repayments
have less flexibility to manage childcare expenses, health
costs, education, and savings.

For parents, particularly mothers, this financial pressure can
force an earlier return to full-time work than desired, even
during the most developmentally sensitive period of a child’s
life. The housing system thus indirectly shapes caregiving
patterns, often pushing families into economic choices that
conflict with their preferred or optimal care arrangements.
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In this way, housing affordability interacts directly with early
childhood outcomes. Financial stress, long working hours,
and insecure living arrangements compound the pressures
already faced by families in the early years.

Political and social fragmentation.

The generational divide created by housing has broader
social consequences. Younger Australians increasingly
perceive that hard work no longer guarantees a secure
future, as even well-educated and fully employed
individuals struggle to afford basic stability. This erodes
trust in institutions, markets, and the social contract itself.

Intergenerational tensions are intensifying as wealth
becomes concentrated among older asset owners, while
younger cohorts face rising rents, high debt burdens, and
declining access to ownership. Housing has become one of
the most visible symbols of perceived structural unfairness
between generations.

Politically, this dynamic is already reshaping priorities.
Housing affordability has emerged as a top-tier public issue,
particularly among younger voters.™ If [eft unresolved,

it risks driving long-term shifts in political alignment,
increasing demand for radical policy interventions, and
weakening confidence in the legitimacy of existing economic
and social arrangements.
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2.5 Plummeting birth rates

A nation is a living community stretched across generations.
Its character, memory, and moral habits are passed down
through families, neighbourhoods, and shared institutions.

High and stable fertility is also a foundational condition
for economic vitality and long-term national resilience.
Every advanced society depends on a steady inflow of new
generations to sustain its workforce, support its ageing
population, maintain intergenerational institutions, and
preserve social capital.

When a society cannot replace itself, traditions weaken,
trust erodes, and the sense of belonging that binds people
to place and responsibility fades. The economic effects
also compound over time. Labour shortages emerge,
fiscal pressures intensify, and the social fabric thins as kin
networks shrink.

The good news is that declining fertility does not reflect

a collapse in parental aspiration. Across OECD countries,
surveys consistently show that both men and women'’s ideal
number of children remains slightly above two.">> >

In other words, most men and women still want families of
replacement size or larger. The gap between ideal and actual
fertility is therefore not primarily about cultural rejection

of parenthood; it is about structural conditions that make
having children feel economically and socially unviable.

At its core, the fertility problem is a policy problem. When
family life is treated as a private indulgence rather than

a public good, and when caregiving is systematically
penalised rather than supported, rational individuals
respond by delaying, limiting, or forgoing childbearing
altogether.

2.5.1 What has gone wrong?
Australia’s fertility rate is plunging.

Australia’s total fertility rate fell to 1.48 in 2024, well

below the replacement rate of 2.1 required for long-term
population stability.”” In 2025-26, the fertility rate is expected
to fall to a new record low of 1.42.°8 Without intervention,
sustained sub-replacement fertility will lead to population
ageing, shrinking workforce participation, and escalating
fiscal pressure across pensions, health, and aged care.

Kin networks and social capital are eroding.

A generation is now growing up without brothers or sisters
and their children, in turn, will lack aunts, uncles, and
cousins. This is a structural erosion of informal support
systems that have historically underpinned family resilience.

Smaller families mean fewer caregivers for the

elderly, fewer social buffers during crises, and weaker
intergenerational bonds. As kin networks contract, more
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of what was once provided informally by families must be
replaced by formal state services at far higher cost and with
lower emotional continuity.

The long-term risk is a society that is not only older, but
thinner. Fewer relationships, fewer shared obligations, and
less of the everyday social infrastructure that sustains trust,
cooperation, and mutual responsibility.

2.5.2 Why

Declining fertility is often framed as a cultural shift or a loss
of traditional values. Whilst this is certainly a contributing
factor that is beyond the scope of this paper, evidence

also strongly points to rational economic and social
decision-making being made by parents. When caregiving

is financially penalised, time with children is economically
unaffordable, and the conditions for family life are unstable,
individuals adapt by delaying or limiting childbearing.

Parents are making rational choices based on economic
conditions.

Survey data consistently shows that the primary reasons
women give for having fewer children are economic and
practical rather than cultural. The most commonly cited
factors include:™®

+ Cost of living pressures

+ Lack of family and community support
+ Difficulty balancing work and children
+ Fear of career penalties

+ Inadequate parental leave

+ High childcare costs

+ Lack of time

+ Chronic fatigue and stress

Prospective parents want to spend time with their children
and provide stable care, but current economic settings
make that time prohibitively expensive. When individuals
can see that motherhood and caregiving are associated
with income loss, career stagnation, and financial insecurity,
family life appears risky rather than achievable.

It is often assumed that fertility declines simply because
people become wealthier, but some analysts suggest a
more structural dynamic.’®® Since the Industrial Revolution,
with the notable exception of the postwar Baby Boom,
higher incomes have coincided with lower birth rates. This
may not be because prosperity reduces the desire for
children, but because rising societal wealth systematically
raises the costs of childrearing.

As economies develop, essential inputs to family life such

as housing, transport, childcare, and basic household goods
become more expensive, while the opportunity costs of
parenting increase through foregone wages and time. In this
sense, fertility declines reflect not individual affluence, but
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the escalating economic and time costs imposed on families
as entire societies grow richer.

The long-term financial penalty of parenthood falls
disproportionately on women.

Children are costly for both parents, but the economic burden
falls most heavily on mothers. Evidence across advanced
economies shows that women'’s earnings track closely with
men’s until they have children, after which a persistent
“motherhood pay gap” emerges and never fully closes.®

This wage penalty compounds over a lifetime and translates
into a substantial “pension gap”, with women retiring with
significantly lower retirement savings and financial security
than men.

In effect, modern economies socialise the benefits of
children while privatising the financial costs, especially onto
women. Rational actors respond accordingly.

There is also a significant physical and emotional cost to
motherhood.

The cost of having children is not measured only in money.
Pregnancy, childbirth, and caregiving impose real physical and
emotional demands that are rarely recognised in policy design.

Even in advanced health systems, pregnancy carries non-
trivial health risks. Serious and lasting complications are
common. More than 85% of women who undergo a vaginal
birth will suffer from some degree of perineal tear,”®? with up
to 11% of vaginal deliveries resulting in third- or fourth-degree
tears that require operative repair,'®® and around one-third
experience some degree of urinary incontinence.”®* Organ
prolapse, metabolic complications, chronic pain, and long-term
musculoskeletal changes are also widespread. Bone density
also falls during breastfeeding, with losses of up to 10% at the
lumbar spine, leaving the skeleton temporarily weakened and
raising the risk of fragility fractures, with the greatest harmin
women who begin pregnancy with low bone mass.'s>

Beyond physical costs, the emotional and psychological load
of early caregiving is substantial. Sleep deprivation, social
isolation, identity disruption, and chronic stress are normal
features of early parenthood, particularly in environments
where family support networks are weak and professional
supportis limited.

When these physical and emotional demands sit alongside
financial pressures, it is unsurprising that fertility responds
to the signals families receive about whether they will

be supported or left to absorb the cost alone. Yet when
mothers are adequately supported, the early years can
become something else entirely - a season of profound
attachment, resilience, and personal growth.

With the right scaffolding around them, women often
experience one of the most formative and meaningful
chapters of their lives, marked by deep intimacy,
strengthened relationships, and a renewed sense of purpose.
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Cost-of-living pressures create practical barriers to
larger families.

Fertility decisions are shaped not only by abstract
preferences but by concrete logistical constraints. One
illustration is the concept of “car seat economics".'s
Regulations and vehicle design can make it physically or
financially impractical to accommodate more than two
children without upgrading to a larger car. The effect is
subtle but real in that practical barriers alter reproductive
behaviour.

Housing and cost-of-living pressures now operate as a
broader version of this phenomenon. When families cannot
afford an extra bedroom, a larger vehicle, or time away from
paid work, the marginal cost of an additional child becomes
prohibitive. These constraints accumulate across housing,
transport, childcare, and education, making larger families
structurally difficult even for parents who desire them.

Children are treated as a private good rather than a
public good.

Despite widespread concern about falling birth rates, policy
settings continue to assume that children are primarily

a private responsibility. Individuals bear most of the
financial, physical, and opportunity costs of raising the next
generation, while society enjoys the long-term benefits of
their existence.

This framing is historically contingent. For most of human
history, women had limited control over fertility and

limited capacity to negotiate terms. Today, women have
unprecedented agency, and they are exercising it rationally.
If the costs of motherhood remain high and support
remains minimal, fewer women will choose to have children,
or have less children than desired.

In the twenty-first century, fertility has become a scarce
and valuable public resource. If societies wish to sustain
population stability, they must treat childbearing and
caregiving as socially productive work worthy of material
recognition and institutional support.

The Baby Bonus

Australia has previously attempted pronatalist measures,
most notably the Baby Bonus.

Introduced in 2004, the payment coincided with a significant
rise in births and a lift in Australia’s fertility rate toward
replacement levels. While some of the increase reflected
changes in the timing of births, there is evidence the policy
had a genuine positive effect, particularly among younger
and regional families.'6” 168

The Baby Bonus was progressively redesigned and
ultimately abolished by the Labor Government, and in 2013
was replaced with the means-tested Newborn Upfront
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Payment and Newborn Supplement, integrated into Family
Tax Benefit Part A. The Abbott Government retained this
structure from 2014.

Although these payments continue to provide support
at birth, they are far smaller in real terms and lack the
universal signalling effect of the original policy.

Because the bonus was dismantled within a decade of its
introduction, its long-term structural impact on fertility
was never fully tested. Durable fertility recovery is unlikely
to emerge from short-lived or unstable incentives, but
requires consistent, long-term policy settings that address
the broader economic conditions shaping family formation.

2.5.3 The impact

Declining fertility is not a slow or neutral process. When
birth rates remain below replacement for extended periods,
the effects compound across economic, fiscal, social and
political systems. What begins as a personal decision about
family size becomes a structural transformation of society.

Economic productivity stagnates and fiscal pressures
intensify.

Sustained fertility decline directly reduces the size of the
future workforce. Demographers consistently warn that
low birth rates lead to labour shortages, slower economic
growth, and rising dependency ratios. With fewer working-
age citizens supporting a growing elderly population, the
tax burden on younger generations increases, while public
spending on health, aged care, disability services and
pensions accelerates.
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If Australia’s fertility rate remains around 1.48, population
growth will slow sharply and begin to decline within
decades. Projections indicate that the old-age dependency
ratio (the number of people aged 65 and over relative to
those of working age) will rise from 26.6% today to over
38% by 2060.'°

This shift will place sustained pressure on government
budgets and reduce the capacity of the economy to fund
social services without significant tax increases or debt
accumulation.

Long-term fiscal projections already reflect this trajectory.
Around 40% of the projected increase in Australian
Government expenditure between 2022-23 and 2062-63
is estimated to be due to demographic ageing alone,'”® with
spending across health, aged care, the NDIS, and interest
on public debt rising from around one-third of total
expenditure today to around one-half by 2062-63."

The social fabric weakens as families shrink.

Low birth rates signify more than slower growth. They
reveal a society in which fewer people experience

sibling relationships, extended family networks, and
intergenerational continuity. Children grow up with fewer
peers within their own families, fewer informal caregivers,
and weaker kin-based support structures.

Over time, this transforms how people age, how care

is provided, and how social trust is sustained. Elderly
populations become more isolated. Young adults shoulder
heavier emotional and financial responsibilities without
the support of siblings or extended family. Communities
become more atomised, and social capital, once embedded
in dense family networks, erodes.

What is being lost is not only population size, but the
relational infrastructure that allows societies to absorb
shocks, care for the vulnerable, and maintain a sense of
shared responsibility across generations.

The political settlement and intergenerational contract
become distorted.

Ageing societies tend to shift political power toward older
cohorts, whose preferences naturally prioritise income
security, health spending, and asset protection. At the same
time, smaller younger generations carry a growing fiscal
burden but have diminishing political influence.

This demographic imbalance can crowd out long-term
investment in infrastructure, education, and innovation,
precisely the areas needed to sustain productivity in a
shrinking workforce.

Smaller populations are also associated with slower
technological development and reduced entrepreneurial
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dynamism, as the pool of young risk-takers and innovators
contracts.

Over time, the intergenerational contract weakens. Younger
citizens contribute more and receive less, while older
citizens receive more and contribute less, fuelling political
resentment and generational conflict.

Mass migration becomes a substitute for domestic
population renewal.

In the face of declining birth rates, governments increasingly
rely on migration to fill labour shortages, expand the tax
base, and sustain headline growth. While migration can
provide short-term economic relief, it is not a structural
solution to fertility decline.

High migration places additional pressure on housing,
infrastructure, and public services, often exacerbating the
very conditions that discourage family formation in the first
place, including housing unaffordability, wage competition,
and social fragmentation.

The risk is a self-reinforcing cycle. Low fertility drives higher
migration, which raises living costs and social pressures,
which in turn further suppresses fertility. In the absence

of policies that make family life genuinely viable, migration
becomes a stopgap that delays but does not resolve the
underlying demographic problem.

2.6 Migration as population renewal

Australia’s demographic challenge is now well-known.
Fertility has been below replacement for almost 50 years,
and is projected to fall to around 1.42 births per woman

in 2025-26.72 Over time, governments have responded

by relying on net overseas migration to sustain growth,
particularly when domestic births, workforce participation,
and productivity have slowed.

That approach can deliver short-run macro benefits. But
when migration is used as a substitute for fixing the
underlying drivers of low fertility and weak labour supply,
and when it outpaces the nation’s ability to build homes and
infrastructure, it can create second-order pressures that
land hardest on Australian families trying to form, buy a
home, and raise children.

A nation should grow sustainably, primarily through births,
with low and carefully controlled migration that supports
cohesion and genuine national interest.

2.6.1 What has gone wrong?

Population growth has replaced national renewal
For decades, governments have used migration to paper
over structural weaknesses such as low birth rates, skills
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gaps created by poor training, weak productivity, and fiscal
dependence on ever-larger tax bases.

This strategy delivered quick gains in labour supply and
headline GDP. But it also shifted long-term costs onto
households.

Alarge migrant intake increases competition for the things
families need most such as housing, school places, GP
appointments, childcare slots and transport capacity. If
supply cannot respond at the same speed, prices rise and
access tightens.

Even where individual migrants contribute strongly, the
system-level effect can still be a squeeze on per-capita living
standards when housing and infrastructure are binding
constraints. In that environment, migration becomes a

way of maintaining macro aggregates while households
experience tighter margins and less stability.

Intake has outpaced housing and infrastructure

This is especially evident in the housing market. Australia
has not built enough homes to match population growth.
Housing supply has been near its lowest levels in a decade.
The National Housing Supply and Affordability Council
reports 177,000 dwellings completed in 2024, against
underlying demand of ~223,000, adding to existing unmet
demand.”? It also forecasts ~938,000 dwellings completed
over the Housing Accord period—a shortfall of ~262,000
against the 1.2 million target.

This is a core moral problem of policy-made scarcity.
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When high inflows are maintained while housing delivery
remains structurally short, families are left absorbing the
adjustment in tighter rental markets, weaker bargaining
power, less stability, and fewer options to build the kind of
home life that makes children possible.

Falling Productivity

Productivity is about how much output each worker can
produce. It improves when workers have better tools, skills,
machines & infrastructure—this is called capital deepening.

But if the population grows faster than investment in
education, machines, roads, houses & public services,
workers don't get the tools they need. Instead of capital
deepening, we get capital shallowing, which is less
investment per worker.

If there is a continuing (and increasing) inflow of migrants,
rather than a one-off increase in the size of the labour force,
demand for labour constantly lags behind growth in supply
& capital investment. This fall in overall productivity then
compounds the cost of living crisis, and contributes to the
decline in living standards Australian families have been
experiencing.

2.6.2 Why?

Despite the shortcomings of a persistent high migration
strategy, this has been the policy norm in Australia for
nearing two decades. There are several reasons for this.

It flatters the macro numbers.
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Higher migration increases aggregate GDP and eases labour
shortages in the short term. These gains are visible quickly,
while the pressures on housing and services emerge more
slowly.

It sustains a demand-driven economy

Population growth props up aggregate consumption,
housing turnover, and parts of the services economy. This
can mask deeper weaknesses like low productivity growth
because it keeps top-line activity moving even as per-capita
outcomes stagnate.

It delays politically difficult reforms

Training systems, housing supply reform, productivity
improvements, and cultural support for family life take time
and political courage. Migration offers a faster lever.

It eases short-term fiscal strain

With an ageing population, governments face rising costs.
Higher migration increases the number of taxpayers in the
near term, postponing the deeper work of addressing low
fertility and weak participation.

2.6.3 The impact
Housing pressure and delayed family formation

When population growth runs ahead of housing supply,
families feel the effects immediately. Rents rise, vacancies
disappear, inspections become competitive, and households
are forced to make compromises about space, location, and
stability.

For young couples, housing is the first gate to family life.
Without a secure place to live, it becomes harder to plan

for children, to stay close to grandparents, or to imagine
remaining in a community for the long term. When prices
rise faster than wages, the start line moves further away
each year. Many delay having their first child while they
save longer, move further from work, or cycle through short
leases.

In this environment, the pressure is not evenly shared.
Households who already own property benefit from rising
asset values, while those trying to enter the market face
steeper barriers. Over time, this shifts wealth away from
young families and concentrates it among existing owners,
deepening intergenerational divides.

Infrastructure strain and everyday life

When population growth outpaces infrastructure delivery,
the effects are experienced as a gradual tightening of
household time and access.”

Commute times lengthen as transport networks operate
closer to capacity. Access to core services becomes less
timely and less predictable. Schools and early learning
services face higher enrolment pressure, primary care and
hospital systems carry longer queues, and utilities and
local amenities are stretched more thinly across a larger
population base.

For families, these pressures translate into measurable
constraints. Time spent commuting reduces time available
for caregiving and family routines. Longer waits and
reduced service availability increase the coordination
burden on parents, particularly in households already
managing dual work schedules.

Over time, this erodes confidence that basic systems will
be available when needed, and it increases the “transaction
costs” of ordinary family life.

As these access constraints accumulate, households adjust
behaviour in ways that affect family formation and stability
such as relocating further from jobs and extended family
support to find housing, changing schools more frequently
as catchments tighten, and shifting work patterns to
accommodate service bottlenecks.

The combined effect is a reduction in the stability and
predictability that families require to plan, raise children,
and remain anchored in place.
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Part 3 — Understanding the literature on early childhood care

Calls for universal childcare are often presented as good for
children, good for women, and good for the economy. But
that claim only holds if the evidence being cited is relevant
to the policy being proposed, especially for babies and
toddlers, and in a contemporary Australian childcare system
that has expanded, privatised, and intensified over time.

We therefore need to interrogate the existing literature
with discipline around what age groups are actually studied,
which cohorts benefit, what kinds of programs are being
evaluated, and how confidently results can be translated
into an Australian context.

The purpose of this section is not to criticise parents, but
to refine and improve the support systems they operate
within.

To date, much of the research used to justify Australian
childcare policy has been drawn from international contexts
that differ markedly from Australia’s childcare sector in
terms of quality, governance, funding structures, and
patterns of use.””> In addition, the strongest evidence base
largely concerns older children, typically aged three to five,
or children from disadvantaged backgrounds.

Compounding these issues, childcare systems globally
have changed significantly since many of the foundational
longitudinal studies began. Over recent decades, childcare
provision has expanded rapidly, become increasingly
privatised, and is now used more intensively and for longer
hours than in earlier periods.

As a result, long-term findings drawn from earlier childcare
systems cannot be easily applied to contemporary
Australian arrangements, nor reliably used to predict
outcomes today.

Despite these challenges, a literature review of childcare
research was conducted by the Productivity Commission
(PC) in 2024 as part of an inquiry into rolling out Universal
Childcare in Australia.”® While comprehensive in scope,
the review demonstrates how childcare research is often
misapplied in policy debates.

This literature review overwhelmingly relied on international
studies involving older children or disadvantaged cohorts.

Of around 49 research studies referenced, just a handful
featured findings pertaining to children under the age of
two or three. Many focus on part-time preschool programs
operating for around six hours per day rather than full-time
childcare, particularly in infancy.””

Papers found both positive and negative impacts, though
the negative impacts were often omitted.

This pattern is evident in the repeated citation of Havnes
and Mogstad's analysis of the Norwegian expansion of
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subsidised universal childcare.”®

Their study examined a staged rollout of universal access
to subsidised preschool for children aged three to six
following a reform introduced in late 1975. Childcare
places were allocated largely based on waiting lists, and
eligibility was universal regardless of parental employment
or marital status. The authors found that while the reform
generated earnings gains for children from low-income
families, children from higher-income families experienced
areduction in later earnings. As the authors state,

‘We find that most of the gains in earnings associated with
the universal childcare program relate to children of low
income parents, whereas upper-class children actually
experience a loss in earnings’.’”?

Despite this, the study is frequently cited to support
universal childcare from birth in Australia, even though it
examined preschool-aged children in a markedly different
institutional context and reported heterogeneous, not
uniformly positive, outcomes.

A similar issue arises in references to Chetty’s 2011 work on
classroom quality.’®°

That research examined the effects of assignment to higher-
quality classrooms in grades kindergarten through year
three and found long-term benefits in earnings, educational
attainment, and other outcomes. However, the intervention
studied was a primary school classroom environment, not
childcare.

Its findings therefore speak to the importance of early
schooling quality rather than to the effects of non-parental
care ininfancy or toddlerhood.

Research on the Head Start program in the United States is
also frequently invoked.’®

Head Start is a preschool program targeted almost
exclusively at children from highly disadvantaged
backgrounds, with eligibility largely restricted to families
living below the poverty line. Studies of the program find
substantial long-term benefits for participating children
despite fade-out of early test score gains. These findings
are relevant to the design of targeted interventions for
disadvantaged children, but they do not provide evidence
about universal childcare use among children from homes
providing normal quality care.

The same limitation applies to references to the Perry
Preschool Program and associated analyses by Heckman
and colleagues. The Perry program involved preschool-aged
children from disadvantaged families in the 1960s, and
subsequent studies focus on early education and primary
school interventions rather than full-time childcare.
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The commonly cited paper by Heckman and Kautz is not
peer reviewed, and all cited findings relate to disadvantaged
cohorts rather than the general population.’®?

Silliman and Makinen’s 2022 study of changes to Finland’s
daycare law is similarly misapplied.

Their study is repeatedly referenced despite measuring
the effects of changes to the Finland daycare law in 1973,
which granted three to seven year olds universal access
to 20 hours care per week.’®® Children could get full-time
preschool access if parents met the activity test and, once
again, it finds the most significant gains for low-income
families.

The PC acknowledged the lack of Australian specific
evidence, but justified the content because findings had
been reproduced. We reject this justification. Findings
produced in childcare contexts that do not resemble the
Australian sector should not guide policy in Australian
settings regardless of how reproducible it is.

Additionally, it is no longer possible to create randomised
control studies (RCTs) in relation to childcare use. RCTs are
considered the gold standard of research because the test
and control groups are totally randomised which drastically
reduces the possibility of confounding factors. This would
require families consenting to their children being randomly
assigned to using childcare or not, or randomly assigned

to poorer quality and higher quality centres. While this

has been carried out in the past, it is no longer considered
ethical or feasible in modern contexts.

We also cannot control other variables in children’s lives
such as their home life or parental behaviours. This makes

it very difficult to isolate childcare as the causative factor
eliciting the negative or positive effects in cohorts.

For these reasons, childcare use in Australia remains largely
experimental.

Researchers from the papers mentioned frequently call
upon readers to exercise caution when interpreting or
applying their findings due to these limitations.

Overall, the evidence base supporting claims about the
developmental benefits of childcare in the Australian
context is weak, especially for infants, toddlers, and children
from homes providing normal quality care.

Implementing and properly funding new research and
monitoring programs specific to an Australian context will
be critical to informing policies relating to early childhood in
the future.

We must be rigorous in our interrogation of the institutions
we entrust with our youngest and most vulnerable.

Childcare has come to be a vital part of society and it will
continue to play an important role in supporting families,
facilitating access to the paid workforce, choice for women
and, in some instances, supporting children’s development.
However, it has also been burdened with expectations that
exceed what the evidence can reasonably support.

Arigorous and proportionate approach to policy requires
greater humility about what childcare can achieve, greater
discipline in how evidence is interpreted, and greater care
in the institutions entrusted with the care of Australia’s
youngest and most vulnerable children.

RAISING THE NEXT GENERATION
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Part 4 - Lessons from Overseas: What Works When

Families Come First

Australia’s demographic, social and economic pressures
are shared across the developed world. Many nations
are contending with falling birth rates, delayed family
formation, maternal burnout, rising child mental health
burdens, and fiscal strain driven by ageing populations.

International evidence also shows that outcomes shift when
governments reduce the cost and risk of family life. Where
policy strengthens household stability, supports parental
carein the early years, reduces long-run financial penalties
for mothers, and restores a pathway to secure housing,
family formation becomes easier and fertility intentions are
more likely to be realised.

This section draws on international case studies. The
purpose is to identify the structural features associated
with measurable improvements in marriage, fertility,
caregiving security, and child wellbeing, and to distill the
design principles most relevant to Australia.

4.1 Hungary: A whole-of-system pro-family
strategy

Hungary represents one of the most comprehensive
attempts in the developed world to address demographic
decline through family policy. Since 2010, successive reforms
have been designed as a connected system spanning
marriage formation, housing access, tax treatment of
families, and maternal economic security.

Key policy pillars include:

* Family tax allowances linked to children, alongside
lifetime income tax exemption for women with three
or more children.’s

* The “Baby Expecting Loan": an interest-free loan (up
to 11 million forints), with progressive forgiveness linked
to the number of children.’®

* Housing grants and subsidised loans for families
purchasing or renovating homes (including the CSOK
framework), often structured around marriage and
children.'s®

* Marriage incentives and public signalling that elevate
marriage as a social norm, supported by pro-family
media campaigns and community initiatives.'®”

* Extended parental leave, with settings designed
to protect caregiving time and reduce early financial
pressure.’®®

RAISING THE NEXT GENERATION

Outcomes

Hungary's policy package has coincided with large shifts in
family trends across the past decade:

* The annual number of marriages rose sharply across
the 2010s (with Hungary reaching very high marriage
rates by European standards).’®

Divorces fell materially over the same period.’°

Fertility rose from around 1.25 in 2010 to roughly
1.55-1.6 by the early 2020s - roughly a 24% rise.”"

« The share of births occurring within marriage increased,
with a corresponding decline in births outside
marriage.’?

Abortions fell by 50% from 2010 to 20243

Hungary’s family support effort is among the largest
internationally, exceeding 5% of GDP."*4

The core lesson is that a multi-pronged policy architecture
can move behaviour when it reduces the barriers that
shape family decisions such as housing security, tax burden,
long-run maternal penalties, and the affordability of having
additional children.
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4.2 The Nordic countries: security during
caregiving years

The Nordic countries provide a consistent example of
family policy systems built around financial security during
caregiving years, long parental leave, and high baseline
support for children.

Common design features include:

Extended paid parental leave
Norway: up to 49 weeks at high replacement rates™>
+ Sweden: 480 days shared leave™®

+ Finland: extended leave arrangements with flexible
use197

Estonia (following the Nordic model): among the
longest leave entitlements internationally™®

* Home-care allowances in some jurisdictions (including
Finland) that support parental care for children under
three®

* Strong flexible work norms, with part-time work and
reduced hours widely accommodated.2%

* High-quality childcare systems with substantial
public or not-for-profit provision, increasing the share
of public investment that reaches care quality rather
than profit extraction.?"

These systems demonstrate that long parental leave and
labour market flexibility can coexist with high workforce
participation over the life course, while supporting maternal
wellbeing and stability in the early years.

4.3 France and the Netherlands: aligning tax
and work norms with family life

A central feature of the French family model is the
treatment of households as economic units for tax
purposes, reducing the overall burden for families with
dependents.?%? France also provides substantial family
allowances, alongside universal preschool beginning around
age three, rather than relying on infancy care as the primary
policy lever.203

The Netherlands illustrates the power of work norms and
enforceable flexibility. Part-time work is widely normalised
for mothers, supported by legal rights that make reduced
hours feasible without career collapse.?** This has produced
a labour market equilibrium that accommodates caregiving
time while preserving ongoing attachment to paid work.
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4.4 Housing as demographic infrastructure

Historical evidence from the post-war Baby Boom period
highlights the demographic importance of housing supply
and homeownership. Rapid housebuilding and expanding
homeownership across Western countries lowered the
logistical and financial barrier to family formation. Research
linking building permits to subsequent marriage rates
suggests housing availability contributed meaningfully to
higher marriage and birth rates in that period.2%®

International experience reinforces this relationship. When
young couples can access stable, appropriate housing
earlier, they form households earlier and are more likely to
have the number of children they intend.

4.5 Design principles that recur across
successful systems

Across these examples, several structural features recur:

1. Households are recognised in the tax and transfer
system, reducing the burden on families with
dependents.

2. Caregiving time is protected, particularly in the first
year(s), through long, well-supported leave and/or home-
care support.

3. Women'’s long-run financial security is protected,
lowering the perceived lifetime cost of having children.

4. Housing policy supports earlier family formation,
through increased supply and/or family-linked housing
supports.

5. Cultural signalling aligns with policy settings,
reinforcing stable family formation rather than
undermining it.

4.6 Relevance for Australia

These case studies show that family outcomes respond to
structural settings such as the cost of housing, the design
of the tax and retirement system, the financial feasibility of
caregiving time, and the degree of flexibility embedded in
labour markets.

The reform agenda in this paper draws on these recurring
principles. The objective is to restore the conditions under
which Australians can form families earlier, raise children
with stability, and do so without absorbing disproportionate
lifetime financial penalties, particularly for mothers.
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Part 5 — The better story: rebuilding Australia around care,

families and the future

The preceding sections have shown that Australia’s
difficulties around family life are not the result of changing
values or individual failure. They flow from policy settings
that have drifted away from the conditions families need to
form, care, and endure.

Housing has become harder to secure. Caregiving carries
long-term penalties. The early years are shaped more by
financial pressure than by developmental need. Over time,
these pressures accumulate into lower fertility, weaker
wellbeing, and rising fiscal strain.

This section turns from diagnosis to solution. It sets out a
coherent framework for rebuilding Australia around the
work of raising the next generation. The aim is not to return
to the past, but to realign policy with how families actually
live and make decisions across the life course.

When families are supported to care, plan, and commit
with confidence, economic and social objectives reinforce
one another. Policies that recognise children as a public
good, caregiving as productive work, and families as
durable economic units create the conditions for long-term
prosperity, resilience, and continuity.

5.1 Guiding principles
Families are foundational infrastructure

Families form human capital, transmit values, stabilise
communities, and underpin economic performance. When
families weaken, costs are shifted onto the state at far
greater expense.

Children are a public good

Our children are the next generation of citizens, workers,
carers, innovators and parents. When families thrive,

the whole nation benefits. But too often we ask parents
(especially mothers) to carry most of the financial, physical
and opportunity costs alone. A pro-child society makes

a different choice: it honours raising children as nation-
building work, and shares the load so more Australians can
form families with confidence.

Our children are also the most vulnerable members of
society. We have a social and moral responsibility to at all
times advocate for, and ensure their welfare.

Caregiving is productive work

The earliest years shape a child’s lifelong trajectory
including health, learning, resilience, employability and
earning potential. When policy treats caregiving as a “career
break” rather than a foundational investment, it misprices
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what matters most, penalises families for doing essential
work, and misallocates resources away from the place they
deliver the highest long-run returns.

A pro-family economy recognises care as value creation and
structures tax, retirement and workplace settings accordingly.

Women deserve real choice

Real choice means the freedom to form a family without
being hit by long-term financial penalties for the years spent
caring. It means policy that respects different seasons of
life such as study, work, parenting, and caring rather than
steering women into a single “right” pathway.

A society that values women builds settings that keep them
economically secure through caregiving years, so decisions
can be guided by what's best for them and their children,
not fear of future disadvantage.

Fathers matter too.
When one gender loses, both genders lose. Better outcomes
for women requires better outcomes for men.

Population renewal must be sustainable

Migration can complement national growth, but it
cannot substitute for family formation. When used as a
demographic bandaid, it exacerbates housing, wage, and
infrastructure pressures that further suppress fertility.

Regional vitality sustains family life

Strong families depend on strong local communities. The
challenges facing Australian households extend well beyond
our capital cities. Policy must address the distinct realities
of regional and rural life and ensure reforms expand
opportunity in country Australia.

5.2 Core policy recommendations

5.2.1 Giving Parents Real Choice, and our Children the
best start at life

Policy

1. Extend paid parental leave to a total duration of 12-18
months, with flexibility for shared and staged use.

2. Replace the current single-pathway childcare subsidy
with a Choice in Care Subsidy for children aged 0-3,
usable across a range of care arrangements.

3. Incorporate unpaid caregiving and family care into
Australia’s national accounting framework through
supplementary GDP and productivity measures.

4. Commission a national public information campaign
affirming the value of parental caregiving in the early years.
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Rationale

Australia’s current paid parental leave settings do not match
the biological, developmental, and practical demands of
early infancy. The first year is a period of maternal recovery,
breastfeeding establishment, and intensive caregiving,
often alongside severe sleep disruption that can extend well
into the second year. It is also when families are laying the
foundations of routine, attachment, and stability.

Short leave periods can weaken workforce attachment
rather than strengthen it. Many parents return to work
before care arrangements have stabilised, then cycle
through illness, stress, and breakdowns in care. That
pattern can increase the likelihood of a later workforce exit
and adds to turnover and retraining costs for employers.

Extending leave to 12 months is well evidenced to improve
maternal physical and mental health,?°¢ infant health
outcomes,?*” mother-child attachment security,?°® and
early child development,?%® with lasting improvements in
adolescent socio-emotional health,?° stronger population
health outcomes,?" higher fertility rates,?> and improved
same-job retention rate.?’

Well designed paid parental leave functions as family
support and as labour market and productivity policy.
Cross national evidence from OECD countries indicates
that paid leave settings of around 12 months can deliver
net economic gains, through lower downstream costs in
health and welfare, as well as through stronger labour force
participation, improved job retention, and higher long term
wages and income.?*

At the same time, Australia’s current childcare system
structurally favours a single care pathway of long-day,
centre-based childcare. Funding and design settings can
make institutional care the default option even for infants,
including in circumstances where families would prefer
parental care, kinship care, home-based arrangements, or
mixed part-time solutions.

True choice requires that families are not financially penalised
for caring for infants at home, relying on extended family

or kinship care, using home-based or community care, or
combining part-time work with part-time care.

By recognising unpaid and informal care as productive
work, a Choice in Care Subsidy (CICS) puts decision-making
back with parents. It allows families to choose the care that
best fits their child and their circumstances and over time,
those early choices compound into better outcomes.

Based on modelling from across OECD countries that
implement comparable systems, the CICS leads to:

+ increased fertility (every 1% increase in public
expenditure on family benefits leads to an elevation of
the fertility rate by 0.069 units?®
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+ reduced health expenditure through:
+ Lower maternal depression,?'¢ anxiety?"” and stress?®

+ Improved maternal and infant mental health and
well-being?"

« Improved child and adult health??°
+ Reduced behavioural problems?*

+ Increased long-term financial wellbeing of children into
adulthood???

+ Improved educational attainments??3
+ Reduction in child poverty??
+ Improved diet quality for toddlers?®

In addition to these, long term modelling projects an
increase of future adult earnings and tax payments, with an
overall return on investment of around ten times the initial
cost over forty years.22¢

In regional and rural areas where large scale institutional
care is often unavailable, the CICS would support flexible
models including grandparent care, in-home nannies,
mobile services and direct funding partnerships with
councils and not-for-profit providers.

Finally, Australia’'s economic measurement framework
systematically undervalues caregiving. Activities such

as raising children, caring for infants, and sustaining
households are excluded from GDP, despite being essential
to the reproduction of the labour force and the long-run
functioning of the economy.

This exclusion has consequences. Policies that shift care out
of households and into paid services appear to “grow the
economy” on paper, even when they increase stress, reduce
wellbeing, or degrade long-term human capital. Conversely,
policies that support parental care often appear fiscally
costly despite generating long-run social returns.

Incorporating caregiving into national accounts does not
require redefining GDP itself. Many advanced economies
already publish satellite accounts that value unpaid care
and household production. The United Kingdom's Office
for National Statistics, for example, publishes a regular
Household Satellite Account that assigns monetary value to
unpaid childcare, adult care and domestic work alongside
the core national accounts.??’

Doing so in Australia would improve policy transparency,
reduce bias toward institutionalisation of care, enable more
accurate cost-benefit analysis of family policy, and align
economic measurement with lived reality.

If governments do not measure the value of care, they will
continue to underinvest in it.
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5.2.2 Reducing the Motherhood Penalty
Policy

1. Superannuation Credits for Caregiving
Provide superannuation credits for periods spentin
unpaid caregiving to reduce long-term retirement
penalties.

2. HECS Reduction per Child
Introduce a 25 per cent reduction in outstanding HECS-
HELP debt per child, applied progressively upon the birth
of each child.

3. Child-Based Income Tax Reduction
Introduce a 25 per cent reduction in personal income tax
liability per dependent child for mothers, applying until
the child reaches age 16.

4. Re-skilling and Return-to-Work Support
Fund targeted re-skilling and up-skilling programs for
mothers returning to the workforce, including industry-
linked training, credential recognition, and structured
return-to-work pathways.

5. Adopt a Care-Centric Workforce Model
Establish default access to flexible work, enforceable
part-time rights, father-inclusive parental leave,
and formal recognition of caregiving periods within
employment and tax frameworks.

Rationale

Australia’s labour market and retirement systems continue
to treat caregiving as a deviation from the norm rather than
a central social contribution. This structural bias produces
both a real motherhood penalty in lower lifetime earnings,
reduced superannuation balances, and constrained career
progression, and a perceived penalty that shapes women'’s
decisions about whether and when to form families.

The perceived penalty is as consequential as the real
one. When women anticipate that early motherhood

will permanently damage their financial security or
career prospects, family formation is delayed or forgone
altogether. This has clear demographic consequences,
contributing to later childbearing, fewer children, and
heightened fertility anxiety.

Superannuation is a clear area where inequalities persist.
Periods of unpaid care compound into large retirement
shortfalls over decades, directly contributing to the gender
retirement savings gap. These outcomes are not the result
of weak workforce attachment so much as time spent doing
essential work that sustains families and raises the next
generation of Australians.

Protecting superannuation during caregiving periods
recognises that raising children is a public good with long-
run fiscal significance, whilst also saving the state long term
in future pension payments.
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The same logic applies to the growing role of education debt
in early adulthood. Australia’s most educated cohort now
records some of the lowest fertility rates in the country,

and HECS debt materially shapes the perceived feasibility of
family formation.??

It suppresses borrowing capacity, reduces disposable
income, and increases perceived financial risk at precisely
the life stage when decisions about partnership and
children are made. For many graduates, long-lived debt
pushes first births later and lowers the likelihood of second
or third children.

A HECS reduction per child helps ensure that building a
career and building a family are not treated as competing
life paths. By reducing outstanding debt progressively as
children are born, it lowers the perceived financial risk of
earlier parenthood and gives women more room to pursue
both career progression and motherhood on terms that fit
their lives.

Unlike blanket HECS forgiveness, this approach is targeted,
conditional, and pro-natal. It rewards contribution to the
next generation rather than erasing obligations irrespective
of behaviour.

Lowering HECS debt makes earlier family formation more
feasible. Yet the financial consequences of caregiving
accumulate over time, particularly for mothers who remain
more likely to reduce paid work long after children enter
school.

A per-child income tax reduction recognises that reality
and provides support in the years when family budgets
are still under pressure. It treats children as a public good
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and helps offset the long-run costs that caregiving shifts
onto mothers. It is a standing recognition built into the

tax system that scales with family size, strengthening
household stability and making it easier for families to have
the children they want.

Flexible work and part-time rights reduce the long-term
scarring effects of temporary labour-market withdrawal,
while father-inclusive leave allows both parents to play an
active role in raising their children in the early years.

5.2.3 Reducing the Cost of Living, addressing the Housing
Crisis and Supporting the Logistics of Family Life

Policy

1. Family-Based Taxation (Income Splitting)
Shift from individual-based taxation toward optional
family-unit taxation during infancy, allowing income
splitting between partners.

2. Repeal Emissions Penalties on Large Family Vehicles
Remove emissions-based penalties on large vehicles used
for family purposes, recognising their functional necessity
rather than treating them as discretionary consumption.

3. Family Vehicle Support
Introduce a rebate or low-interest loan for families with
three or more children purchasing seven-seater or high-
safety vehicles

4. Family Income Protection Subsidy
Provide access to low-cost life or disability insurance for
primary income earners in families with three or more
children.

Rationale

The early years of family life coincide with peak care
demands, reduced household income, housing constraints,
and rising everyday costs. Yet Australia’s tax and transfer
system remains poorly aligned with this reality, offering
fragmented support that often arrives too late or is spread
too thinly to materially reduce stress.

Individual-based taxation assumes continuous,
uninterrupted workforce participation. In practice, it
penalises households that choose to specialise care within
the family during early childhood. Income splitting restores
neutrality, allowing families to allocate work and care
according to their circumstances.

The large-vehicle emissions tax imposes an extra charge on
the kinds of cars many families rely on like seven-seaters and
higher-capacity vehicles, simply because they need room

for children, prams, car seats, and the everyday logistics

of family life. Families should not face an additional tax for
choosing a practical vehicle, and the step from a small car to
a family-sized one should not become a financial barrier to
having another child. Repealing the tax, alongside targeted
family vehicle support, would ease a real cost pressure and
ensure transport policy supports family growth.
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Family income protection addresses a neglected
vulnerability. Larger families carry greater exposure to
income shocks from illness, injury, or death, yet insurance
costs rise accordingly. Low-cost protection reduces this tail
risk and increases confidence to have additional children.

Taken together, these measures recognise that for families
to form, grow, and remain resilient, policy must engage with
the practical economics of family life.

5.2.4 Restoring the balance on housing and migration
Policy
Housing

Implement a housing reform package aimed at improving
family access to suitable housing, encouraging downsizing
for those who no longer need extra bedrooms, and
reallocating capital toward productive national investment.

1. Tempering speculative demand
Undertake a comprehensive review of tax settings and
financial incentives that may be amplifying speculative
demand in established housing, particularly where
leveraged investors and corporate entities receive
structural advantages over owner-occupiers. The aim
should be to rebalance the system so it supports new
supply and long-term stability rather than encouraging
competition between families and investors for
existing homes, ensuring capital flows into additional
construction instead of inflating prices.

2. Downsizing reform
Five-year Pension Assets Test Amnesty for downsizers.
Stamp duty credit or rebate for genuine downsizing
transactions.

3. Capital reallocation
Establish a Building Australia Fund allowing downsizers
to invest released equity into government-backed
infrastructure assets without triggering pension means
testing on the invested amount

4. Build more homes
Streamline environmental and planning approvals,
accelerate subdivision processes, and reduce red and
green tape that inflate holding costs and delay housing
delivery.

5. Regional Growth Strategy
Partner with states to direct infrastructure investment
toward regional and rural growth centres, deliberately
strengthening country communities and enabling large-
scale, well-planned greenfield development outside the
capital cities.
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Migration

1. Align migration with national capacity
Significantly reduce the permanent migration program,
wind back student and temporary visa volumes through
stricter compliance, and tighten skilled lists to genuine
shortages (health, trades, critical engineering) while
culling low-productivity VET/coursework pathways.

Rationale

The housing crisis is simultaneously delaying family
formation and misallocating national capital. Younger
families are locked out of secure, suitable housing, while
older Australians are often discouraged from downsizing
by stamp duty, pension penalties and weak reinvestment
options.

This produces multiple failings including the under-
occupation of large family homes and excessive national
wealth trapped in low-productivity residential assets.

Restoring balance requires action on both sides of the
equation.

Downsizing incentives address under-occupied homes held
by older Australians, often with weak financial reasons

to move. Temporary assets-test relief and stamp duty
credits can make downsizing financially rational, improving
circulation of family-sized homes without coercion.

A Building Australia Fund strengthens the offer by giving
downsizers a clear, safe pathway to put released equity to
work in productive national infrastructure such as energy,
transport, water, and strategically important systems,
without putting their pensions at risk. That improves
housing mobility while unlocking potentially hundreds of
billions in domestic capital for long-term national needs.

When tax and financial settings favour leveraged investment
in existing housing, capital is drawn toward bidding up
established dwellings rather than expanding supply. This
distorts price signals, inflates land values, and entrenches

a cycle where housing functions primarily as a speculative
asset rather than as shelter. Families seeking a principal
place of residence are forced to compete with actors whose
investment decisions are shaped by tax optimisation and
balance sheet strategy as opposed to long-term community
stability. A review into our tax and incentive structures will
ensure that we are not creating a system that prioritises
large investors over families.

A deliberate regional growth strategy with coordinated
infrastructure investment in selected regional growth
centres can expand housing supply more efficiently
than relying solely on metropolitan densification. When
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infrastructure and planning are aligned, greenfield
development allows utilities, transport links and community
facilities to be designed and delivered at scale, reducing
long-term per-dwelling costs.

Regulatory reform is equally important. Protracted approval
timelines, environmental duplication, and inconsistent
planning processes impose significant holding costs that
are capitalised directly into final sale prices. Streamlining
these processes would materially reduce supply delays and
improve price responsiveness.

On migration, sustained high inflows in the absence of
commensurate housing and infrastructure delivery intensify
competition for scarce housing and push key life milestones
further out of reach.

Young Australians should be able to grow and thrive in

the communities they were raised in. It is a matter of
intergenerational fairness that they are not forced to
relocate away from their support networks at the same time
as immigration rates continue at unprecedented levels.

Significantly reducing the permanent intake helps ease
demand pressures. Tightening temporary and student visa
settings through stronger compliance and winding back
low-value pathways reduces the scale of demand that falls
most directly onto rental markets and local services.

Skilled migration should remain focused on genuine
shortages, particularly in health, trades, and critical
engineering, rather than broad lists that dilute purpose and
add to housing pressure without clear productivity gains.

Taken together, these reforms rebalance housing and
migration around national capacity and family formation.
They ease pressure on housing markets, improve mobility
within the existing stock, and restore the conditions under
which families can settle, plan, and grow.
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6. A Vision of a Pro-Family Australia

A pro-family Australia treats family life as core national
infrastructure. It recognises that the country’s long-run
prosperity, social cohesion, and institutional strength
depend on the everyday work of forming households,
raising children, and sustaining stable relationships across
generations.

Families are not an optional add-on to the economy.

They are the primary institution through which children
are nurtured, values are transmitted, communities are
formed, and the next generation of citizens and workers is
developed.

When family formation becomes financially precarious and
caregiving is treated as an economic interruption, the costs
flow into weaker educational outcomes, higher mental
health burdens, housing instability, and long-term fiscal
pressure.

A pro-family vision sets a clear national direction to align the
tax system, housing settings, workplace norms, childcare
and leave arrangements, and population policy with the
lived realities of family life.

6.1 Children at the Centre

A pro-family Australia begins with a child-centred view of
early life. The first years of development shape long-run
outcomes in health, learning, emotional regulation, and
social behaviour. Policy therefore aims to support stable,
continuous caregiving in the early years, reduce avoidable
stress on households, and strengthen the conditions for
secure attachment and healthy development.

This approach supports genuine parental choice across care
settings. Families differ by circumstance, culture, geography,
and support networks. Public policy should therefore follow
the child and support care, rather than privileging a single
institutional pathway.

Parents should be able to care for infants at home without
financial penalty, rely on kinship care where available, use
home-based or community care, or access centre-based
care flexibly when it best suits the child and household.
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6.2 Families Able to Form and Grow

A pro-family Australia is one in which family formation is
economically achievable for ordinary Australians. Young
adults can form a household, marry, and have children
without absorbing a disproportionate financial shock at the
very point they attempt to build stability.

This requires settings that recognise families as a
functioning economic unit. Tax and transfer arrangements
should reduce distortions that penalise households with
children and support early childhood years when costs and
care intensity are highest.

Superannuation policy should protect long-term security
during caregiving periods rather than embedding lifetime
penalties.

Housing policy should restore a realistic pathway to stable
home ownership for families, particularly those seeking
adequate space to raise multiple children.

Population settings should be aligned with national
capacity. Sustained high inflows that outpace housing
supply and infrastructure delivery intensify cost pressures
for families and reduce the feasibility of family formation.
Migration settings should be calibrated to Australia’s ability
to absorb growth while maintaining social cohesion, living
standards, wage growth, and housing affordability.

6.3 Women with Real Choice and Long-Term
Security

A pro-family Australia supports women to combine work
and family over a full life course. The system should not
impose long-run financial damage for the period of life
when caregiving is most intensive. This includes paid leave
settings aligned to biological and developmental realities,
workplace flexibility that does not permanently narrow
opportunity, and pathways for re-entry and re-skilling that
reduce career scarring.

Retirement income policy must reflect the economic reality
of care. Superannuation accumulation should be protected
during parental leave and early childhood caregiving,
because the long-run pension gap is driven largely by
compounding losses during these years.

When caregiving is treated as a recognised social
contribution, families can plan with greater confidence, and
women can make decisions about timing and spacing of
children without excessive risk.
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6.4 Fathers, Responsibility, and Shared Care

A pro-family Australia supports fathers as active
participants in early caregiving and family life. Strong
paternal involvement improves family resilience,
strengthens household stability, and reduces the isolation
and load that often falls disproportionately on mothers in
the early years.

Policy design should facilitate shared care through father-
inclusive leave structures, workplace norms that treat
caregiving as legitimate for both parents, and incentives
that encourage responsibility and presence. The objective is
stronger households, more stable caregiving arrangements,
and reduced family stress.

6.5 An Economy That Serves Family Life

A pro-family Australia treats cost-of-living pressures as
family pressures. Energy affordability, housing costs,
transport, and tax burdens directly determine whether
couples can form households and raise children with
stability.

Economic success should be evaluated by household
stability and long-run wellbeing as well as by headline
growth. This includes recognising caregiving in national
accounting so public decision-making reflects the true
productive base of society.

6.6 National Renewal Through Family Stability

A pro-family Australia strengthens the social foundations
of the nation. Stable families reduce downstream demand
on welfare, justice, and health systems. Children raised in
secure environments are more likely to thrive in school,
sustain employment, form stable relationships, and
contribute positively to community life. Over time, this
increases productivity, strengthens civic trust, and reduces
fiscal pressure.

This vision sets a practical direction for renewal to make
Australia a country in which raising children is supported,
stability is rewarded, and the institutions of work, tax,
housing, and care are aligned to the formation of strong
families.
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/. Policy Summary: A Pro-Family Reform Agenda

This paper advances a coherent, integrated reform agenda
aimed at restoring the conditions under which Australian
families can form, grow, and thrive. The policies outlined
are mutually reinforcing and together they address the
cost of living, caregiving, housing access, labour market
participation, population settings, and long-run national
capacity.

7.1 Supporting Early Childhood

7.1.1 Extend Paid Parental Leave to 12-18 months, aligned
with biological recovery, infant development, and workforce
retention.

7.1.2 Introduce a Choice in Care Subsidy (CICS) for
children aged 0-3, usable across parental, kinship, home-
based, community, and centre-based care settings.

7.1.3 Factor caregiving into national accounts, through
supplementary GDP and productivity measures valuing
unpaid care.

7.1.4 Commission a national public information
campaign affirming the value of parental caregiving in
the early years, funded through a reallocation of existing
government advertising budgets.

7.2 Reducing the Motherhood Penalty and
Improving Long-Term Security

7.2.1 Protect superannuation accumulation during
caregiving, reducing lifetime retirement penalties
associated with raising children.

7.2.2 Reduce HECS-HELP debt by 25 per cent per child,
recognising child-rearing as a public investment in the
future workforce.

7.2.3 Introduce a 25 per cent income tax reduction
per dependent child (to age 16), improving household
cashflow across childhood

7.2.4 Adopt a care-centric workforce framework,
including default flexible work, enforceable part-time rights,
and father-inclusive leave arrangements.

7.2.5 Provide re-skilling and return-to-work pathways
for parents re-entering the workforce following caregiving
periods.
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7.3 Making Family Life Affordable and
Logistically Feasible

7.3.1 Shift toward family-based taxation, including
income splitting during child-rearing years.

7.3.2 Remove emissions penalties on large family
vehicles used for family purposes.

7.3.4 Provide family vehicle support, including rebates or
low-interest loans for larger, safety-rated vehicles.

7.3.5 Introduce a Family Income Protection Subsidy for
primary earners in families with three or more children.

7.4 Restoring a Pathway to Family Home
Ownership

7.4.1 Undertake a comprehensive review of tax
settings and financial incentives that may be amplifying
speculative demand in established housing stock.

7.4.2 Introduce downsizing incentives for older
Australians, including a five-year pension assets test
amnesty for downsizers, and stamp duty credits or rebates
for genuine downsizing.

7.4.3 Establish a Building Australia Fund, allowing
downsizers to invest released housing equity into
productive national infrastructure.

7.4.4 Streamline planning and environmental approvals,
including accelerating subdivision processes, and reducing
red and green tape that inflate holding costs and delay
housing delivery.

7.4.5 Develop a Regional Growth Strategy and
partner with states to direct infrastructure investment
toward regional and rural growth centres, deliberately
strengthening country communities and enabling large-
scale, well-planned greenfield development outside the
capital cities.
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7.5 Migration Reform Aligned with National
Capacity

7.5.1 Significantly reduce the permanent migration
program with staged reductions and a formal review
mechanism.

7.5.2 Align temporary migration with housing and
infrastructure capacity, including a phased reduction in
international student enrolments, and stricter enforcement
of student visa work conditions.

7.5.3 Tighten skilled migration lists to genuine, persistent
shortages

7.5.4 Reform temporary education pathways, prioritising
skills-intensive and research-aligned courses while reducing
low-productivity, high-churn pathways.
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7.6 A Coherent National Direction

Taken together, these reforms reorient Australia’s economic
and social settings toward long-run stability and thriving
families. They recognise that family formation, caregiving,
housing access, workforce participation, and population
policy are interdependent.

By supporting families to form earlier, raise children with
stability, and maintain long-term economic security, this
agenda strengthens the foundations of productivity, social
cohesion, and national resilience.

It positions family life as it should be - a shared national
priority worthy of deliberate, structural support.
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