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February 25, 2004

The Secretariat 

Senate Legal and Constitutional Committee 

Room S1.61, Parliament House 

Canberra ACT 2600 

AUSTRALIA 

Dear Madam/Sir, 

Anne MacGregor, founder of the Southern Cross Group, asked if I would be willing to make a brief submission to your Committee addressing Section (e) of the terms of reference in your inquiry into Australian expatriates, i.e. "the measures taken by other comparable countries to respond to the needs of their expatriates". 

It is a great pleasure for me to have this opportunity to share with you a few of the experiences of American expats vis-a-vis our great home country. I will also add a few additional comments concerning a larger scale effort underway in Europe and an initiative to create an international forum for discussion of such questions. 

Only once in the last thirty years has the U.S. Congress undertaken a similar initiative to review the entire panoply of U.S. legislation and regulations that impact on Americans living abroad. The last such effort by the U.S. Senate dates back to 1978. It is also interesting to observe that today there is no single committee in the Congress, nor any department in the executive branch that has been assigned the full responsibility for all of the issues that confront Americans living away from home. These issues are only addressed piecemeal and a full picture is rarely if ever available, and so far never in an international comparative context.

So I would like to commend the Senate of Australia for taking this initiative which I hope will swiftly lead to positive benefits for overseas Australians, as well as for all Australians back home. There are signs that another such initiative may occur soon again in my home country.  Perhaps your example will serve as a useful stimulus for such a new effort in the United States.

THE UNITED STATES AND ITS EXPATRIATES
Background and Perspective: According to a recent estimate of the U.S. State Department, the United States has an expatriate community of approximately 4 million souls living ubiquitously throughout the world. This is a bit less than 1.5% of the domestic U.S. population. If all of these individuals were to constitute a single "state" in the union, it would rank about number 25 out of 51 in terms of population (there are currently 50 states).

Despite the aggregate size of the overseas American community, it is not well known or understood back home, and not well appreciated either. Foreign travel and the experience of living in a foreign country do not rank high on the list of priorities of many Americans today. Indeed, it is estimated that less than one in five Americans have ever even had a passport.

And, as the United States has long been the country of choice for so many who are seeking a better life, it is clearly established in the individual and collective minds of domestic Americans that being able to live in the United States is a rare and unique privilege. There is a certain amount of incomprehension, therefore, that anyone would ever choose voluntarily to live elsewhere.

POSITIVE AMERICAN POLICIES

In some ways the United States has been generous with overseas Americans. For example:

Voting Rights: In 1975, a law was enacted enabling U.S. citizens living abroad to vote in all Federal elections. Individuals had the right to register in the state of their last residence, or in some other state in certain circumstances. The states were generally required to accept such registrations. Since the federal elections of 1976, overseas Americans have been able to vote in the presidential elections (every four years) and in the congressional elections (every two years). Specific procedures and official forms have been developed for registration. Recently the process has even allowed for special absentee write-in ballots to be used when ballots from home states arrive too late.

The implementation of voting from abroad is the responsibility of the Department of Defense, through a special office that reports directly to the Secretary of Defense. The Congress chose this route because U.S. servicemen had been given the right to vote by absentee ballot during World War II and the elaborate infrastructure and procedures that were put in place for the armed forces were deemed to be equally appropriate to those abroad in the private sector.

The system works well, and overseas American organizations have developed a harmonious relationship with the relevant Defense Department officials.

Overseas Activities of American Political Parties: Both of the major U.S. political parties (Republicans and Democrats) have an official presence abroad. These were set up on a volunteer basis by individual U.S. citizens and have been officially recognized by their respective national party headquarters in the United States. 

The Democratic Party considers Democrats Abroad to be the equivalent of a state democratic party. Democrats Abroad send a voting delegation to all meetings of the Democratic National Committee, and the elected head of Democrats Abroad sits as a full member of the Association of State Democratic Party Chairs. Democrats Abroad use a caucus system to select voting delegates who attend the Democratic National Convention that names the official party presidential candidate every four years.

Republicans Abroad are also recognized by the national Republican Party organization, but they have not yet achieved the same full status in their party, or at their nominating conventions back home.

The Census: The Census Bureau is undertaking an experiment this year to see if it would be feasible to try to achieve an accurate count of U.S. citizens living abroad for inclusion in the next official census in 2010. This experiment is being carried out in three countries: France, Kuwait and Mexico. The challenge is to get the message out to U.S. citizens living in these countries, and to get them to volunteer to participate.

One of the key questions for 2010 is whether such data would be of sufficient integrity and politically acceptable enough to enable these additional numbers to be used for reapportionment of Members of Congress among the 50 states.

Many questions still need to be answered in this regard and this trial census will be carefully observed both at home and abroad. There are a number of reasons why overseas Americans might be wary of participating in such a census.

NEGATIVE AMERICAN POLICIES

In other ways, however, the United States has chosen not to play fair with its overseas citizens as compared to citizens living back home and also as compared to how other countries treat their expatriates. For example:

Taxation: Perhaps the most notorious grievance of the overseas American community is the decision taken by the U.S. Government in 1962 to implement a worldwide taxation system which subjects U.S. citizens living and working abroad to U.S. taxation of their global earned and unearned income no matter where they live. While in theory such a system sounds fair and appropriate to those living at home, who are generally ignorant of the rules governing competition in world markets, in practice this extremely complicated law puts overseas Americans far behind the competitive 8-ball and denies them the right to compete on a level playing field anywhere in the world outside the United States.

Part of the complexity of implementing such a worldwide system is defining the terms in which income will be declared. Since this is a U.S. system, the decision has been made that all such income in the form of salaries, benefits, and other compensation for work, as well as interest, dividends and capital gains, have to be declared in U.S. dollars. This leads to significant distortions of economic reality, especially when exchange rates fluctuate. Among other things, exchange rate movements can generate phantom earned income in any given year and phantom capital gains over time on which taxes must be paid. This can have devastating effects on the economic life of some overseas Americans. So far, the U.S. Government has been unsympathetic to requests for redress, indicating that if this is not acceptable treatment the overseas American should simply come back home.

While the U.S. Government tries to provide a modicum of equity in some of the rules that have been issued, and some credit is given for taxes paid to other governments, it is impossible to take into consideration the myriad differences in tax philosophies applied to the same income by the host countries of the U.S. expats.

The end result is that many overseas Americans have U.S. tax liabilities on top of what they are required to pay each year to their host country governments. And when the employer is expected to make up the difference, there is a strong incentive to reduce the number of U.S. citizens on the payroll to a minimum.

It defending what has become rather standard orthodoxy today, many in the United States, and especially in the U.S. Government and the Congress, consider having U.S. citizens work abroad a superfluous luxury. Hence whether or not the tax treatment is fair or unfair is not considered a matter of great moment.

Those abroad, and many others back home in commerce and industry, have long realized that this is imposing a multi-dimensional penalty of U.S. citizens as individuals, on the corporations that hire them, on overseas entrepreneurs, and on the entire U.S. economy too. Indeed, in the view of many abroad, it is not coincidental that the country with the worst economic policies toward its own citizens abroad is also the country with the worst and most chronic trade deficit. 

It is interesting that no other country has seen the wisdom of putting its own citizens at a competitive economic disadvantage abroad. It is all a matter of perspective, attitude and even prejudice.

Citizenship: Unfortunately, the way the United States treats the citizenship of U.S. children born abroad is also a story of changing perspectives and retrogression too. For 150 years, from the time of the original citizenship laws enacted by the first Congress in 1790, up until 1940, a U.S. citizen father could transmit U.S. citizenship at birth to a child born abroad subject only to ever having resided in the United States (no amount of time specified). Then, in 1940, a severe 10-year prior residence requirement was imposed. In 1934, American mothers of children born abroad had also acquired the same rights previously enjoyed by fathers, but they also saw these rights diminish along with those of fathers in 1940. Overseas Americans have been campaigning for many years to try to regain rights that they previously enjoyed, and some progress has been achieved. Unfortunately, there are still some children born stateless abroad each year to a U.S. citizen parent.

Thus, under current U.S. citizenship laws, all Americans are not treated equally in this most fundamental of all human rights. This lacuna in the law also violates one of the basic principles of the Universal Declaration of the Human Rights, and the Declaration of the Rights of a Child, which is the right at birth to a name and a nationality.

Social Security: While a number of countries have established programs to enable their citizens who live and work abroad to contribute voluntarily to a social security program back home to help them prepare for their retirement years, the United States has not done so. But in addition, the United States has even gone a step further. An overseas American will be penalized for receiving a foreign source pension, even if the individual has made all of the requisite payments into the official American social security system before going abroad. The American social security pension will be automatically reduced, even for very small pension amounts. The reasoning is that because the overseas American has contributed to a foreign program that itself is not putting money into the American social security system, this is unfair and the overseas American does not deserve a full pension. 

The law is indeed baroque because it is also impossible for an overseas American to make any voluntary contributions to U.S. social security while abroad, and participating in a foreign pension program is often mandatory as a condition of working in a foreign country. The official explanation as to why an overseas American cannot make a voluntary contribution to U.S. social security while abroad is because this would be unfair since only those who would stand to gain a benefit would apply!

PROSPECTS FOR CHANGE

Hope springs eternal in the overseas American community. More and more organizations are being established to represent the interests of this diaspora, and these organizations are starting to work together to achieve common aims.

Overseas Americans Week: Two years ago several of these organization, including one that I helped create here in Geneva, Switzerland, in 1978, called American Citizens Abroad, began organizing an "Overseas American Week". During this period, a delegation of Americans living abroad in a number of countries travels to Washington for meetings with senior officials in the U.S. Government, the U.S. Congress and various entities in the private sector, the press, trade organizations, etc. This has proven valuable in helping provide information about the reality of life abroad, the nature of competition in an increasingly globalizing world economy, and what it will take to build and maintain foreign markets for American goods and services in the future.

Legislative Initiatives: In recent years, several courageous Members of Congress have introduced legislation to try to solve some of the problems indicated above (especially getting rid of the noxious taxation of overseas Americans and giving them a full measure of human rights). Unfortunately, this legislation has not been enacted so far.

Direct Representation in the U.S. Congress: In addition, a proposal has been made to create a seat for overseas Americans in the U.S. Congress. This directly elected representation would not be as a full Member, but in the form of a Delegate (which is the manner in which citizens living in Puerto Rico, Guam, American Samoa, the Virgin Islands and even those living in the District of Columbia are represented today). Gaining such direct representation in the Congress would be a very big step forward for overseas Americans. Under the rules of the U.S. House of Representatives, Delegates can initiate legislation, serve on and vote in Committees, and even Chair Committees. Thus they have nearly equal powers to full Members with the exception of the right to vote on final passage of legislation, which is a Constitutional matter.

THE INTERNATIONAL EXPATRIATE DIMENSION

There are several activities on the international level that are also worthy of mention, and which could provide a useful venue for Australian expats to share experiences and exchange new ideas.

The Parliamentary Assembly of the Council of Europe: Each of the 44 countries of Europe who are now members of the Council of Europe sends a contingent of their national parliamentarians to Strassbourg, France, several times a year to participate in a Parliamentary Assembly. This international parliamentary group has its related committees that address specific areas of interest. One of these working groups addresses the concerns of individuals leaving their countries of origin to live and work in another country. They address both the way in which the new host country treats those who arrive, and the way in which the country of origin treats those who leave.

The working group on immigration and emigration has carried out some useful surveys of how countries treat their overseas citizens, and hearings are held on this subject on a regular basis. It would be useful for the overseas Australian community to become affiliated with the work of this body. I have already made an initial introduction of the Southern Cross Group to this committee.

An International Association of Expatriate Representation Organizations: One of the topics that has been discussed recently with the Council of Europe's Parliamentary Assembly group has been the proposal to sponsor the creation of a new international non-governmental organization which would bring together associations representing the interests of overseas citizens of different countries. Such a new organization would have as one of its missions to survey carefully the practices of different countries, to prepare a list of best practices, and eventually to propose a new recommended Code of Conduct for the Treatment of Expatriates aimed at guaranteeing to everyone an opportunity to work and compete worldwide on a level playing field.

IN CONCLUSION

I would like to commend the Senate of the Parliament of Australia for undertaking this inquiry, and I would very much welcome the opportunity to provide additional information about the legislation, regulations and behavior of the U.S. Government toward overseas Americans that could be useful to your deliberations.

My kindest regards and very best wishes.

s/

Andrew P. Sundberg 

Citizen of the United States 

Founder and Director 

American Citizens Abroad 

Private address:

157 Route du Grand Lancy 

1213 Onex, Geneva, Switzerland 

Tel: +41-22-792 1659 

Fax: + 41 22-792 1667 

Email: andy@sundberg.com 

ANDY SUNDBERG
BACKGROUND: Born in 1941 in New Jersey and grew up in Illinois before moving to Japan, Germany and France. Finished grammar school in Japan, and graduated from High School in Wiesbaden, Germany. Studied Engineering at the U.S. Naval Academy, graduating in the Class of 1962. Earned a BA/MA in Philosophy, Politics and Economics as a Rhodes Scholar at New College, Oxford University. Languages: English and French, some German. 

MILITARY SERVICE: Officer in the U.S. Navy serving in the Atlantic and Pacific Fleets. Was a weapons officer on a destroyer operating out of Guantanamo during the Cuban Quarantine in 1962, and the CIC officer on a guided-missile frigate in the north of the Gulf of Tonkin in 1967-68, defending U.S. aircraft carriers on Yankee Station.

CURRENT ACTIVITIES: Managing Director of Consultex SA in Geneva, Switzerland, an international business development and consulting firm, and senior executive with Media Online, a Geneva-based high tech service company. Member of the Board of Trustees of the Millennium Institute in Washington, D.C. and Member of the Board of Directors of the Marine Resources Development Foundation in Key Largo, Florida.
CAREER: During the last thirty-five years, served as a consultant for public and private sector clients carrying out a wide range of individual and multi-client studies and investment analyses in many different industries from raw materials to finished industrial and consumer products and services. Clients have included more than 100 multinational corporations.

Served as a consultant to the African Development Bank; the International Labor Organization; the United Nations Center for Science and Technology for Development (in North America, Europe, Japan, and Vietnam); the United Nations Center for Transnational Corporations (in Tunisia); the Foreign Aid Ministry of West Germany (in Brazil, Pakistan, Sri Lanka, Singapore, and Jordan), the European Bank for Reconstruction and Development (in Russia), and USAID (in Russia).

Headed one of the teams in a joint World Bank-EBRD project advising on the reform of agriculture in the fifteen republics of the former Soviet Union (1991-1992). Operated a consulting and business representation office in Moscow from 1990-1994. Was an advisor to the Minister of Science and Technology of Vietnam from 1991-1994, and had a consulting office with a local partner in Saigon from 1991-1994. Worked on representation projects for Navistar in Vietnam and sold Ryder Trucks in Russia. Worked with one of the grandsons of Nikita Khrushchev to organize a photo exhibition entitled "John Kennedy: An Inspiration to Mankind" which opened in Moscow in September 1991, two weeks after the failed coup attempt against President Gorbachev. A sponsor of this exhibition was the Afghan Veterans Association of the Soviet Union. 

From 1995-1998 was a founder and Business and Finance Director of Internet Prolink SA (a Swiss Internet service provider). Wrote the business plan, negotiated the venture capital financing, helped build the business and then negotiated the sale of the company to a major multinational ISP. 

POLITICAL ACTIVITIES: Worked in the New Hampshire primary for Jimmy Carter in 1976 and then founded and was the first Chairman of Democrats Abroad in Switzerland. Elected Worldwide Chairman of Democrats Abroad in 1981 for a four year term, and served for eight years as a member of the Democratic National Committee 1981-1989. Headed the Democrats Abroad Delegation at the 1984 Democratic National Convention in San Francisco, and served as Walter Mondale's overseas campaign manager. Delegate at the 1988 Democratic National Convention in Atlanta. Ran as a favorite son presidential candidate in the Democrats Abroad primary election in 1988, coming in first in four countries and third overall in the popular vote. Also helped fund the creation of Republicans Abroad in Geneva.

OTHER OVERSEAS AMERICAN ACTIVITIES: Founder of the American Children's' Citizenship Rights League in Geneva, Switzerland in 1977. Founder of American Citizens Abroad in July 1978 (an organization that now has members in more than ninety countries). Testified before committees of the U.S. Congress (House and Senate) on issues of concern to Americans abroad and human rights. Author and Editor of a "Handbook for Overseas Americans" published jointly by ACA and USA Today. Board Member of the Lake Geneva Chapter of the Swiss-American Chamber of Commerce since 1998. Organizer of Overseas Americans Week in Washington.

INTERNATIONAL POLITICAL ACTIVITIES: Individual Member since 1982 of Liberal International, an organization of more than 60 liberal democratic political parties (one of the four major world political internationals). Worked with the founders of the Democratic Russia Movement (the political organization that backed Boris Yeltsin in his first presidential campaign) starting in October 1990, and assisted in making their first contacts with Western political parties. Organizer and Secretary of the Adam Smith Club, a worldwide network of liberal democratic entrepreneurs which is affiliated with the Liberal International. Consultant to the Committee on Migration, Refugees and Demography of the Parliamentary Assembly of the Council of Europe on how countries treat their citizens who live and work abroad. Headed a Council of Europe workshop on expatriate policies and practices held in Budapest, Hungary in 2003.

OTHER HUMAN RIGHTS ACTIVITIES: Was one of the founders of the Human Rights Committee of Liberal International and a member of this committee since 1987. Prepared testimony and spoke before the UN Commission on Human Rights about problems of stateless children.
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