Andrew Tulloch

San Francisco

CA USA

Message:

To: The Committee Secretary

Senate Legal and Constitutional References Committee 

Parliament House

Canberra ACT 2600

Australia

Dear Sir/Madam,

Re:  Inquiry into Australian Expatriates

I wish to comment on two issues:

- the reasons Australians are sent overseas by their employers

- the incentives required to entice expat Australians to return

1.  Reasons Australians are sent overseas by their employers

There has been a dramatic increase in the number of Australians sent overseas by their employers over the past 10 years.  The vast majority of these people work for international rather than Australian companies.

A key factor in this issue is the impact of globalisation and technology on the structures of international companies - and their Australian subsidiaries.  

With the advent of real time enterprise computing systems, it is no longer necessary for international to maintain top heavy country management of subsidiaries.  Simply it is possible to service the Australian market with fewer people.  This has been labelled disparagingly as the 'branch office effect', however the process is important and is affecting every middle size economy.

With the removal of layers of senior positions within Australian subsidiaries, Australian employees are being promoted out of the country at ever more junior levels.  

I expect that if you looked at the structure of large Australian subsidiaries today comparied with 10 years ago you would find:

- a reduced number of senior level positions in Australian management (eg strategy, finance, R & D)

- an increased number of Australias working within the global HQ

For example 10 years ago BP occupied an entire building in St Kilda Rd Melbourne.  Now the company rents 4 or 5 floors only in Melbourne Central - yet there would be well over 100 Australians in BP in London.

In summary with the hollowing out of the multinationals in Australia, Australians are being promoted out of the country very quickly.

2.  Incentives required to entice expat Australians to return.

The good news is that unlike almost every other diaspora, many if not the majority of Australian expats wish to return to Australia in the future.

The bad news is that this is a very difficult process.

Following on from my point above under 1, it is very difficult for Australians working for international companies to return within the employment of that company.

Technology companies such as Microsoft, Cisco, Hewlett Packard and Sun Microsystems would have hundreds of Australians working in the USA in senior positions way above the level of the Australian Country Managing Director.  In many of these companies the most senior position in Australia is only a Vice President in the global structure.

These Australian expat employees are trapped.

They have severed their return path to Australia - unless they are prepared to undertake a significant demotion.

There are countless Australians in this position currently working overseas for international companies.

The one category that is different is leading technical researchers.  Technical employees who reach a 'VIP' status within international companies can occasioanlly negotiate to contunue their reserach for the company from Australia (and sometimes btring their reserach projects and teams with them).  There are examples of this with R & D centers for Oracle in Qld, Qualcomm in Sydney and Lucent in Sydney.

However a key challenge exists for Australia to create the settings to encourage these 'trapped Australian expats' to return to Australia.

A simple solution would be to succeed in convincing multinational companies to locate key business functions in Australia, so that senior levels existed within Australian subsidiaries - opening the possibility for internal transfers back to Australia 'at level'.

We should definitely pursue such a long term strategy, although competition is fierce from many countries.

However the likelihood is that most Australians working for international comapnies who seek to return will need to make a career change.  Many are reluctant to do this and it is an important roadblock.

What can be done?

I expect that many submissions to this enquiry would raise the potential for tax incentives.  I agree that for many Australian expats tax may be a driving factor - and for a select number at the top end it would be in the country's interest to offer some case by case special deals to get them home - a skilled immigration program for Australian immigrants.

However I do not see tax as the most important driver.  Most Australians I know in the USA would return to the country IF they could pursue a rewarding, globally relevant career.

The magic solution in my book would be if Australia possesed a thriving environment for starting global companies.  If the trapped Australian expats were confident they could return and establish their own companies, this would be a very applealing prospect. It would require a very supportive venture capital system, prepared to back senior level executives with no start up experience.  However what a magnet it would be if Australian expats could pursue their chosen global careers AND live in Australia AND fulfil their entrepreneurial dreams as their own boss.

The brain drain may reverse.

I wish you well with your enquiry.

Kindest regards

ANDREW TULLOCH

