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This submission addresses the following terms of reference:

(b) The variety of factors driving more Australians to live overseas.

(c) The costs, benefits and opportunities presented by the phenomenon.

(d) The needs and concerns of overseas Australians.

Why Live Overseas

The phenomenon of an Australian diaspora is not surprising considering Australia’s immigrant background,
 distance from the rest of the world, yet close links to the major economic powers allowing for overseas employment in the global economy.  Of these factors the last is the most significant for Australia’s economic and social well-being.

The globalisation of employment has meant that qualified Australians can gain employment in other countries.  Australians have been able to take advantage of globalisation because we speak English, which has become the language of business, our university qualifications are recognised in other countries and immigration requirements are usually not problematic, although the global employment market is not totally efficient because there still remain some barriers to mobility.  Finance, science, engineering, information technology, law and medicine are all portable qualifications giving rise to a group of workers that can be described as “globally mobile”.  For example, an Australian with at least a 3 year law degree is eligible to sit the New York bar exam and practice in the United States, and Australian solicitors can be admitted to practice in England and Wales by sitting the Professional Conduct and Accounts portion of a transfer test.

Remuneration for highly skilled positions is typically greater outside Australia.  For an Australian lawyer working in the U.S. makes sense financially as American law firms will pay at least double what a top-tier Australian firm pays (a first year associate in a New York firm will commence on US$125,000).
  Admittedly the cost of living is higher in a city like New York particularly because of the cost of rental properties (US$2000 - $2500 per month for a 1 bedroom apartment) so that gross salary alone is not a completely accurate indicator of financial well-being.  Nonetheless even taking the cost of living into account the return on an investment in education and skills is higher in places like London and New York than in any Australian city.  

The downside of living overseas is often portrayed as being a lower quality of life in the cities of the world that pay the highest salaries.  However, although Australia is a more egalitarian country than many others that fact helps and harms Australia in retaining its brightest citizens.  Australia is able to offer quality education, affordable health care and a clean natural environment through taxation and government spending.  There is also a more even distribution of income across all citizens so that there are not the disparities in wealth that can create resentment and at its most extreme, violence.  However, lower salaries and higher taxes on citizens that are globally mobile can create a disincentive to work in Australia.  Indeed, although education and healthcare are frequently more expensive overseas the globally mobile will find them more affordable due to higher net incomes.  Equally the major cities of the world are well aware of the need to control pollution and crime, although they succeed to varying degrees.  

Looking beyond salary, spending power in Australia can also be lower than in other modern economies.  Australian consumers can be at a disadvantage because the cost of global brands in clothing, cars and electrical appliances are more expensive in Australia than in the U.S. or U.K as the prices are keyed to exchange rates and Australia is a smaller market.  A lower exchange rate is beneficial to Australian farmers and miners but not to the globally mobile, who tend to live in cities and work in offices.  Equally, the cost of housing in some of Australia’s major metropolitan areas has become so expensive that paradoxically the Australian dream of owning your own home means leaving Australia to earn the income to buy that home (either overseas or back in Australia).  Once again it is the globally mobile that have to live in the capital cities where housing prices are highest because that is where their occupations are.

Living overseas can also be about gaining work or life experience.  Employment overseas can also be a path to advancement at home, so that a person becomes an expatriate as part of seeking promotion in Australia.  Australian employers welcome and maybe even expect international experience as it creates contacts in key markets as sources for future business and demonstrates an employee’s ability to succeed in the global market.  For example an Australian professional applying for a job in the U.S. or U.K. will be competing with people from around the world.  Likewise doctors joke that after they obtain their M.D. they need to get their “BTA” which is shorthand for “been to America” to demonstrate that they are familiar with the latest in medical technology and practice.  

Life experience is more intangible but travelling and seeing other cultures is an aspiration for many people.  The distance between Australia and the rest of the world means that living overseas is a sensible way in which to travel.  Australians have always had a reputation as travellers because they typically spend months or years rather than weeks travelling due to the distance and expense in getting to almost anywhere else.  It is more economic to see Europe while working in London than to make the trip from Sydney.  It is also far more affordable to travel with English pounds rather than Australian dollars.  The same reasoning applies to living in Hong Kong or Tokyo to see Asia or in New York or L.A. to see North America.  Advances in communication and transportation mean that Australians are more aware of what lies outside their borders and more able to get there.

Once a person becomes settled in another country it can be difficult to leave as they adopt that lifestyle and develop community connections in their new home.  The strongest connection is perhaps finding a spouse who is not Australian.  However, people may also just prefer the conveniences of a more urban setting or closeness to other cultures.  Equally, returning to Australia could involve a pay-cut, or the expatriate becomes very specialized in a larger market like the United States or Europe and no comparable position exists in Australia.  

To understand why Australians choose to live overseas it is essential to understand the pressures and opportunities of globalisation in general.

Costs, benefits and opportunities 

The Cost: Loss of Intellectual Capital

The obvious cost is the loss of intellectual capital, also known as the “brain drain”, whereby leaders, entrepreneurs and innovators put their skills to work outside Australia.  However, the extent of that loss is difficult to quantify – especially as international experience can be an important ingredient in developing intellectual capital.  The existence of expatriates does not indicate a “brain drain” as the international experience may be imported back to Australia when the person returns thus enriching Australia as well as the individual.  The number of long term expatriates in fields key to economic growth is probably a better measure.  It would be useful to know the extent to which the diaspora is made up of permanent expatriates and those that rotate out and back into Australia.  

The existence of a global workforce and growth in the number of expatriates means that Australia has to be able to compete with the rest of the world for educated, creative people.  To do so means making Australia an attractive place to live, such as through retaining its egalitarian culture, and also rewarding education and intellectual effort.  

The retention or attraction of the globally mobile that compose part of the expatriate community is an important objective, but government must also wrestle with how the factors that create the globally mobile impact upon the rest of the Australian population.  If remuneration increases for the globally mobile so that Australian salaries are comparable with those in London or Tokyo does that mean that income levels between the globally mobile and others within Australia must be distributed more unevenly?  Does Australia have to choose between a “brain drain” or a “haves and have-nots” society, or is there some win-win situation? 

Australians, or at least members of the Australian media, rail against pay not being linked to effort when they see executives being paid extremely large salaries.  I don’t know what an appropriate salary would be, but in terms of a global economy that employs Australian expatriates it is probably what the person could command for a similar position anywhere else in the world.  In the global economy physical effort is not an economic driver, although many executives and professionals will work very long hours for the remuneration they receive.  If the employment a person undertakes can be performed by many others then regardless of the physical effort involved it will not attract high remuneration.  In simple economic terms supply is greater than demand for unskilled employees so price falls.  Knowledge and intellectual effort are drivers of the global economy.  If innovation and entrepreneurial zeal is employed in Australia then it will also have follow-on effects for the entire population as the globally mobile interact with and depend upon other professions and service providers thus creating jobs.  Innovation may also create new more satisfying occupations than current unskilled positions.  In addition the decline in wages for unskilled employment may have more to do with those positions having to compete with the cost of labour in developing countries rather than how much skilled labour is paid in Australia or elsewhere.

Education thus becomes a key determinant of a nation’s economic success and citizen’s access to education central to their economic advancement.  However, two matters must be borne in mind.  Knowledge is not stagnant so that the skills which attract the highest payment change over time. For example computer programming which was one of the forms of employment that was going to replace unskilled jobs has started to become so wide-spread a skill in places like India that corporations are out-sourcing their requirements to firms in India because of cheaper labour costs.
  In addition attracting the globally mobile means a nation must also offer employment where that education can be put to use and further skills acquired.
  Australia seems to be much better at the initial step of formal education than the second step of providing practical opportunities to use and develop skills, relative to other leading OECD countries.  Indeed, the export of education is one of Australia’s strengths.  Insufficient practical opportunities means that the globally mobile employ their skills that create wealth in another country.  The number and depth of practical opportunities corresponds with the size and development of a country’s economy.  Australia’s ability to retain the globally mobile depends on it becoming an economic and cultural centre.  One way to do that is to be a creator and exploiter of intellectual property through patenting key technologies that the rest of the world needs and being the source of desirable copyrighted works and trademarked goods.
  Another is to exploit its stable political and legal systems, quality of living and educated workforce to attract overseas investment.  Australia needs to rely less on cost competition and rely more on competition based on quality and uniqueness.  

While government policy is addressing the expatriate issue it also needs to be cognisant of the fact that there remains a need for unskilled labour to perform basic services and unemployment, when a person’s skills do not match the skills being sought, necessitating a policy decision as to what level of minimum income or income redistribution should be adopted to allow those people to subsist.  

The Benefits: Knowledge and Understanding

The import of ideas and experiences from the rest of the world is a major benefit to Australia.  Expatriates through returning to Australia or by sharing their experiences with others allow for a transfer of knowledge that ensures Australia can adopt international best practice.  The downside to this is that it can make Australia a follower rather than a leader.  While the exchange of ideas is important Australia needs to ensure it is doing its own research and development – both through public and private sources.  

Australian expatriates are also ambassadors for the Australian nation.  When people work with Australians it gives them an insight, albeit of no statistical significance, as to the quality of Australian skills, the Australian culture and the country in general.  These impressions can be important in deciding who to employ, where to invest and even where to holiday.  In the legal field Australians are liked in the U.S. because of their willingness to work hard and being “very, very personable.”

Living in another country is one of the most important ways in which tolerance and understanding of other cultures develops.  Being in a new country, especially one that does not speak the same language as you, allows for you to empathise with new immigrants to your country.  The behaviour of immigrants that is criticised in Australia, such as speaking their own language and forming their own communities rather than assimilating, becomes more understandable.  The difficulties in fitting into a new community become more apparent because you have been the foreigner.  Tolerance and embracing differences are crucial to the proper functioning of a multi-cultural society.  

The needs and concerns of overseas Australians

Expatriate Australians are still Australians and care about their homeland.  It follows that they should be entitled, and encouraged, to participate in the Australian community, including political participation through voting in elections.  However, expatriates cease to be resident in any electorate within Australia which may mean they do not have a local member or senator that they can vote for.  

An example of a country giving representation to expatriates is France.  French expatriates are able to vote in Presidential elections, referendums and for the Conseil superieur des Francais de l’etranger
 or CSFE.  The CSFE’s role is to represent expatriates, including providing input on the policies of the French Republic that affect expatriates.  The main areas in which the CSFE concerns itself are taxation, scholarships and education, including French schools abroad, employment and professional training, cultural affairs and legal assistance. 

The CSFE is composed of 150 members, 12 senators and 20 advisors.  The 150 members are elected by France’s 1.9 million expatriates in 48 districts.  For example there are 2 districts for the United States, roughly divided on East – West lines, electing 9 members and one district in Australia electing 3 members.  The 150 members then elect 12 senators to the French “Senat”, which is composed of 321 senators.
  The Minister for Foreign Affairs also appoints 20 advisors who have expertise relevant to the functions of the CSFE.  

The Inquiry may like to give consideration to whether expatriates should be given representation in the Australian House of Representatives or Senate through creating a position for which expatriates may vote.  The French example allows for indirect elections through the CSFE, although direct elections by treating expatriates as being equivalent to a separate electorate would also work.  The CSFE approach requires greater infrastructure but it also allows for a more formal and dedicated expatriate organisation.

Expatriates are likely to have spouses who are not Australian and children born overseas.  Facilitating the entry of spouses and children into Australia is essential for any possibility of an expatriate returning.  Dual citizenship is likely to be more far more common as Australians travel and marry other nationalities.  Indeed children born in such marriages may have three potential citizenships – father’s citizenship, mother’s citizenship and country of birth.  Promoting dual citizenship in Australia and the rest of the world is important in fostering greater interaction between cultures.

Conclusion

An expatriate Australian community provides both opportunities and warnings for Australia as a nation.  Australians living and working overseas for extended periods or permanently is part of globalisation.  To understand the causes and effects of an increasing expatriate community, including the role of globalisation and the policy options for government requires further research beyond individual experiences.  As a result research by an entity such as the Productivity Commission would be of benefit.

Michael Legg

� Australia’s immigrant background means that many Australians will have links with other countries through being born abroad, having friends and families in their country of origin, or just having an interest in, or affinity with, people of the same background.  It is to be expected that they may choose to live permanently in their country of origin.


� See http://www.nybarexam.org/foreign.htm and http://www.lawsociety.co.uk/ .  Most examples in this submission draw on the legal profession of which I am a member.  Two articles on Australians practicing law in the U.S. are attached, Margery Gordon, G’Day, New York, The American Lawyer, June 30, 2000 and Jayne J. Feld, In an Alien Land, Vault.com, February 5, 2001.


� See sample salaries from three U.S. law firms that also have offices in Australia reported in Vault Guide to the Top 100 Law Firms, 2004 Edition (2003) p.114, 430 and 522 (attached). 


� See generally, the bibliography on the British Library website http://www.bl.uk/services/information/rdglobal.html and the research collected by the International Labour Organization http://www.ilo.org/public/english/employment/


strat/global/ 


� In economic terms it makes sense for corporations to outsource production to countries that can perform the required service at the cheapest price as that lower input cost makes the corporation’s products/services more competitive by being cheaper.  Whether this advantages individuals is hotly debated.  One view is that cheaper prices advantage consumers who find goods more affordable and, in the longer term, workers by creating new jobs.  Alternatively, it is argued that unemployment increases in some countries and there is a “race to the bottom” in other countries that decrease salary and employment benefits for their citizens to attract outsourcing.  See generally Eduardo Porter, The Bright Side of Sending Jobs Overseas N.Y. Times February 15, 2004, (available at http://www.nytimes.com/2004/02/15/weekinreview/15porter.html ) and Bob Herbert, Dark Side of Free Trade, N.Y. Times February 20, 2004, (available at http://www.nytimes.com/2004/02/20/opinion/20HERB.html ).  Attached.


� See Saritha Rai, Indians Fearing Repercussions of U.S. Technology Outsourcing, N.Y. Times February 9, 2004, (available at http://www.nytimes.com/2004/02/09/technology/09india.html?th ) and Nicholas D. Kristof, Watching the Jobs Go By, N.Y. Times February 11, 2004 (available at http://www.nytimes.com/2004/02/11/opinion/


11KRIS.html?th ).  Attached.


� An alternative to the view advocated in thus submission of creating demand for Australia’s skilled workers in Australia is to reduce the supply of those skilled workers.  Supply could be reduced through limiting the number of students in particular fields or regulating the admission into particular occupations.  For example, if the number of qualified doctors fell then each doctor would be able to command a higher salary within Australia and may not be drawn overseas.  


� Patents per million population shows that Australia lags behind the U.S. and Europe in terms of inventions.  See The United Nations Human Development Report 2003 (available at http://www.undp.org/hdr2003/indicator/


indic_105_1_1.html ).


� Margery Gordon, G’Day, New York, The American Lawyer, June 30, 2000, p.20.


� See www.csfe.org  for detailed information on the composition and role of the CSFE.  An English translation from the website is attached.


� See www.senat.fr/role/colleg.html and Philippe Ardant, Institutions Politiques et Droit Constitutionnel (1994 6th ed.) p.541.
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