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A SONG OF SOUTHERN WRITERS

SOUTHERN men of letters, vainly seeking recognition here-

Southern men of letters, driven to the Northern Hemisphere!

It is time your wrongs were known; it is time you claimed redress-

Time that you were independent of the mighty Northern press.
Sing a song of Southern writers, sing a song of Southern fame,
Of the dawn of art and letters and your native country’s shame.

Talent goes for little here. To be aided, to be known,

You must fly to Northern critics who are juster than our own.

You may write above the standard, but your work is seldom seen

Till it’s noticed and reprinted in an English magazine.

O the critics of your country will be very proud of you,

When your recognized in London by an editor or two.

In the land where sport is sacred, where the labourer is a god,
You must pander to the peole, make a hero of a clod!
What avail the sacrifices of the battles you begin
For the literary honour of the land we're living in?
Print a masterpiece in Melbourne, and it will be lost, I ween,
But your weakest stuff is clever in a London magazine.

Write a story of the South, make it true and make it clear,
Put your soul in every sentence, have the volume published here,
And 'twill only be accepted by our critics in the mist
As a "worthy imitation" of a Northern novelist.
For the volume needs the mighty Paternoster Row machine,
With a patronising notice in an English magazine.

What of literary merit, while the Southern reader glories
In "American exchanges", with their childish nigger-stories;
In the jokes that ancient Romans chuckled over after lunch;
In the dull and starchy humour of the dreary London PUNCH?'
Here they'll laugh at Southern humour-laugh till they are out of breath-
When it's stolen from the papers that Australia starves to death!

Do we ask why native talent-art and music-cannot stay?
Why Australian men of letter emigrate and keep away?
Do we ask why genius often vanishes beyond recall?
From the wrecks of honest journals comes the answer to it all.
Over Southern journalism let the epitaph be seen:
"STARVED BY CHEAP IMPORTED RUBBISH!-AN AUSTALIAN MAGAZINE!"

Southern men of letters, seeking kinder fields across the wave,
Tell a shameful tale entitled "Deniehy's Forgotten Grave".
Ask the South of Charlie Harpur! Seek the bitter truth and tell
Of the life of Henry Kendall, in the land he loved so well!
Sing the songs he wrote in vain! Touch the South with bitter things;
Take the harp he touched so gently, show the blood upon the strings!

It was kind of Southern critics; it was very brave to mouth
At the volume of his boyhood, that was published in the South.
Kendall knew it all-he knew it; and the tears were very near
When he spoke about the sorrows of "the man of letters here".
(And his cry of "O My Brother!" came again to one who went
To his grave before "his brothers" mocked him with a monument.)

Banish envy, Southern writer! Strike with no uncertain hand,
For the sounds of Gordon's rifle still is ringing through the land!
Ah! the niggard recognition! Ah! the "fame" that came in vain
To the poor dead poet lying with a bullet through his brain!
"Gone, my friends!" (he thought it better to be gone away from here),
Gone, my friends, with "last year's dead leaves . . . at the falling of the year".

Pleasant land for one who proses, pleasant land for one who rhymes
With the terrible advantage of a knowledge of hard times;
To be patronised, "encouraged", praised for his contempt of "pelf",
To be told of greater writers who were paupers, like himself;
To be buried as a pauper; to be shoved beneath the sod-
While the brainless man of muscle has the burial of god.

We have learned the rights of labour. Let the Southern writers start
Agitating, too, for letters and for music and for art,
Till Australian scenes on canvas shall repay the artist's hand,
And the songs of Southern poets shall be ringing through the land,
Till the galleries of Europe have a place for Southern scenes,
And our journals crawl no longer to the Northern magazines.

Henry Lawson
April 1892.

BACKGROUND
My name is Quentin Waddell I am 30 years old, live in Washington DC, USA and have done so for the past six years.  I came to the United States to complete on exchange my graduate work in Economics at Georgetown University.  I grew up in Sydney and was educated on the Lower North Shore of Sydney. 

Professionally I am a business consultant focussing on business restructuring, marketing campaigns/ strategies, financial modelling, computer system integration/ development, data analysis and general consulting work.  I work for myself and have done so for nearly seven years.
SECTION A

The Extent of the Australian Diaspora

I would argue the extent of the Australian Diaspora is extremely unclear, but given official government figures and a recent study by the Committee for the Economic Development of Australia (CEDA) trends using these figures can help understand the nature, scope and reasons for the Diaspora.  According to the Department of Foreign Affairs and Trade (DFAT) the current number of Australian expatriates is approximately "860,000 or 4.3% of the Australian population."
  CEDA on the other hand reported significantly smaller numbers of expatriates in its breakdown of countries.  For example, Australian long term departure figures in 2001-02 to the UK were 31,628
, while DFAT reports itself two conflicting numbers for the United Kingdom - approximately 145,400 Australian who are registered at Australian embassies
 abroad and at the same time 220,000 Australians abroad in the United Kingdom.
   So the questions these figures pose I would argue are:  What types of expatriates are there?  How do they arrive at that status?  What is there profile?  Are they likely to return?  What is the likely future movement of these expatriates?

I would argue that there are six types of what DFAT or CEDA might consider an Australian Expatriate.  The first and most obvious type is the working holiday expatriate.   Being a part of the Commonwealth Australians are fortunate in that they are able to participate in working holiday programs to the United Kingdom and Canada and many take up this opportunity to travel and see North America and Europe.  Arriving at this status is simply demonstrating you are Australian citizen and applying for these programs at foreign embassies.  Australians are limited by their age in these programs.  For example, to apply for the Canadian working holiday program it is necessary to be younger than 32.  These programs typically run for one or two years, given this, it is highly unlikely these citizens will remain in the country in which they choose to participate in the working holiday program, especially for those who travel to the United Kingdom.  This is the case as employer based sponsorship in the UK is difficult to obtain for most foreigners and the working holiday program has restricted employment conditions.  In the case of Canada employer based sponsorship is considerably easier, but Australians are more likely to return due to the Canadian climate, (Though given the climate in London one wonders if sponsorship in the UK could be one of two reasons?) rather than any restriction placed on them by the Canadian government.  As for the future movement in this category, I would suggest its movement is going be relative and directly proportional to the percentage of the population in the age group between 24 and 32 years of age. So for example if the percentage of the population in this age group is 10% (for the sake of argument 200,000 Australians) and DFATs numbers are somewhat accurate then approximately 10,000 Australians should be leaving in this category every year, but 10,000 should be returning as well.  It is hard to see a net lose to Australia in this category in numbers or net skills.

The second type I would argue is the generational expatriate.  This category is purely based on the original generational migration patterns of Australians.  Again here the United Kingdom is the obvious example.  Australians whose grandparents were British citizens are entitled to apply for a work visa in the United Kingdom.  This visa has fewer restrictions on it and allows their grandchildren to work more freely than the working holiday program.  A notable example of this difference is there is no age limit on the application.  A country that stands out given DFATs number in this category is Greece.  64,000 Australian expatriates are registered with the Australian embassy in Athens.
  This category is defined by demonstrating a link via birth to your grandparents.  The profile I would argue looks very similar to the working holiday expatriate, except it is likely to be highly ethnically concentrated in Australia.  The likelihood of this category returning has to be less than the working holiday expatriate.  I would argue here that work restrictions and family ties would be the key differentials between these first two types of expatriates.  If it is easier to work in a foreign country and you have stronger family ties, this is especially the case in the Greek community, then the likelihood of return has to be less.  Movements in this category I would argue is a function of two variables, firstly, Australian immigration patterns and secondly, foreign restrictions placed on Australians with a multi cultural background working in there parents or grand parents place of birth.  In the long term current Australian immigration policies are also likely to affect the nature of this kind of expatriation in the future.
The third type of expatriate I would argue is the work transfer expatriate.  This category is one driven by Australian firms that have or acquire an international business or more broadly Australian trade policies, practices and patterns.  Countries that I would argue that have significant numbers of these kinds of expatriates are Hong Kong, New Zealand, Japan and the United States.  According to DFAT's numbers of Australians registered at embassies, Hong Kong has 52,500, New Zealand 46,000, Japan 12,550 and 64,000 in the US.
  Take the example of Hong Kong, "some 50,000 Australian expatriates live in Hong Kong, but Hong Kong's links to Australia go far deeper than this. Some 350 Australian companies have headquarters in Hong Kong and others have offices there.  The trade between the two is worth some $A5.6 billion, with a $A3 billion surplus going Australia's way."
  The free trade agreement Australia has with New Zealand is likely to explain the number of Australian expatriates in New Zealand, while Japan and the US expatriation rates are likely to be strongly tied to Australia's large trade surplus and deficit with each of these nations.  The profile of this category of expatriates is again likely to be similar in age to the first two types, but is more likely to involve a strong professional background, strong qualifications and a good work history.  Also in my opinion this category is specialized.  CEDA reported that Australian expatriates seem to be concentrated in the mining industry.
  This status is acquired by working for an Australian business that is international or wants to become international.  In most cases these candidates are very likely to return due to local labour restrictions.  For example, in the US it is very easy to move an employee in Australia to the US using the L-1 visa category, however, changing this to a local visa category like H1-B1 is very restricted and in most cases the employee has to leave their sponsoring company.  This movement is likely to be driven by three factors, firstly the Australian currency, secondly, the profitability of Australian companies and finally, free trade movements/ agreements.  For example in the current Australian climate Australian firms would be wise to acquire foreign firms given their local profitability and the current state of the Australian dollar.   Significantly, the US- Australia Free Trade agreement will result in a considerable number of Australians being allowed to work in the United States via the H1-B1 program. The Chilean and Singaporean agreements allow for a total of 7,000 H1-B1 visas.  This category of visa I would argue affects the next category significantly.  However, Australia should be conscious of such agreements.  The Chilean economy is expected to benefit by $700 millions dollars, while the US economy will enjoy a 4.2 billion dollar benefit.

  No doubt the Australia - US FTA will have a similar equation.
The fourth type of expatriate I would define as the specialized expatriate.  This category I would define as a group with a specific set of skills and/or reasons for being an expatriate.  I would include medical professionals, engineers, actors, artists, musicians, photographers, married Australians and students in this category.  The number in this category is unknown, but is probably the most permanent group of expatriates.  Another significant observation I would make is that this category is one from which the previous three categories can be converted.  For example an Australian citizen travels abroad as a working holiday expatriate completes their two years in the United Kingdom, they wish to stay and their employer will sponsor their visa.  While the numbers are unclear in this category, the personalities that fit into this category are very easily identified, such people as Naomi Watts and Nicole Kidman are obvious examples, though examples also might include Kerry Koutsikos.  Kerry worked for six years in Dubai as a regional manager for an American multinational telecommunications company.
  The status in this category is purely a reflection of your professional background.  The profile of this category has to be highly specialized and suitable for that professional background.  This category is highly unlikely to return as “getting a job back home [is a problem] and also the Australian taxation regime for high [income] earners [makes it very difficult].
  There specialization is the reason they left and this specialization does not exist in Australia or if it does is limited in size and scope.  Movement of this category is likely to grow as specialization accelerates - professionally and geographically.  For Australia this group poses the most potential and should be the category that is targeted for policy remedies, though the other categories deserve some attention too.
The fifth type of expatriate I would argue might be called foreign expatriates.  While, this category does sound oxymoronic, it is defined as a group that works and resides in a country (other than Australia) illegally AND the group represented in Australian embassies abroad, hence the use of the term foreign.  If you accept DFAT's assertion that “860,000 Australians are expatriates”, there has to be a component of this that has not emigrated legally.  Given the raw data size and percentage of the population this group could be significant.  It should however, be noted that offsetting the potential size is the reality that this category is always a function of the political, social and economic realities of the home country.  So while it does exist as a category for Australian expatriates, its real size may not be as significant as say for the country of Colombia.  The number in this category is unknown.  The status in this category is a reflection of the individuals desire to leave Australia.  The profile of this category is unknown.  This category I would argue is highly unlikely to return as they left Australia for a specific purpose, furthermore, in many cases they cannot leave the country they entered easily as they will alert authorities to their illegal status.  However, I am sure they are more likely to marry than those in the previous categories.  Movement of this category is unknown, but is likely to be a function of political, economic and social conditions in Australia and the country they emigrated to.
The final type I would argue is called the tourist expatriate.  Though some argue this category might be a myth, it does happen and it is likely that it will continue to happen.  An Australian boards a plane bound for a country or countries they are interested in seeing.  Upon arriving they are at a location that for some reason exposes them to a unique situation and suddenly they find themselves with a job in that country.  The job could be derived from their unique skills or some other function.  “Ross Bell, the producer of Lambs of God – Judy Davis and Winona Ryder are interested in starring – saw LA as a round-the-world stopover.  Instead, he scored an internship with legendary low-budget filmmaker Roger Corman, who gave a leg up to Ron Howard, Jack Nicholson and Jonathan Demme. ”
  Eventually he was the producer of Fight Club.  People arrive at this category by simply engaging in travel.  There profile is probably older rather than younger I would argue, though it is unclear.  The likelihood of return in the short term I would argue is small as they have found something that interests them, long term it is unknown.  The future movement of this population is likely to be a function of Australians travelling abroad.

SECTION B

The variety of factors driving more Australians to live overseas

The reality is that no single factor drives Australians overseas and no single factor keeps them there, furthermore these factors are the subject of changing circumstances for Australians abroad.  I would argue there are a multitude of factors, some with more significance than others, that attract and keep Australians overseas.  The CEDA report found "39 per cent of expatriates left Australia for better job opportunities, 36 per cent for professional development and 28 percent for higher income."
  This seems relatively one dimensional in analysis.  Someone doesn't leave Australia for a higher income if they are offered a high income job in Winnipeg, Canada, surely climate would be an additional factor in this example.  Below I examine a number of factors that I would argue keep Australians overseas, this is done in the context of Figure 1 and expatriate categories that I identified in Section A. 
Significantly, I would like to point out to the committee that there are two phases that these factors fall into in my opinion, a transitionary phase and a foundation phase.  The transitionary phase I would define as the initial stages of emigration.  All Australian expatriates go through this phase and given the extent to which the factors below alter their prospects in this phase in the country they choose to work and live will determine the likelihood they will enter the foundation phase.  The foundation phase represents long term emigration and presents significant challenges for Australia if they want this group to return.
I think one of the most important and transitionary reasons that drive Australians abroad is their interest in travel, adventure and their ability to work legally abroad.
  Australia's historical ties; mainly through the Commonwealth, enables Australians to travel to the United Kingdom and Canada.  Take the example of Colin McPhillamy, an Australian actor who lives in New York.  He travelled to London when he was young with his parents they went back to Australia he stayed because he was able to, due to those historical ties.
  This is not the case for many countries.  US citizens are not able to work legally in the United Kingdom and only in a limited capacity in Canada, via NAFTA.

The second factor that while not significant, I think many Australians consider important is environment.  By environment I don’t just mean the climate, but the infrastructure in certain locations, the culture, the lifestyle and the degree of safety in a particular location.  Huck and Gurvich argue that for many of the Australians in the Los Angeles community climate was a contributing factor to their emigration. “LA is geographically and climatically attractive. Compared with London and New York – the traditional expatriate bolt holes – it is cheap.”

Another factor that is driving Australians abroad is the movement globally to work specialization.  This same factor will be the one that will limit their likely return.  Take the example of Philip Noyce, an Australian director in Hollywood.  Philip Noyce left Australia for Hollywood two decades ago and has since developed films like Patriot Games, The Saint, The Bone Collector and Sliver.
  At the time these were produced it was not possible to produce films in Australia on the appropriate scale and with the required specialized talent.  Australia has an evolving film industry and this will make future directors capable of producing movies in Australia, as has been demonstrated by the Matrix sequels.  While Australia has established itself as a competitive supplier of films internationally, there are other industries where this has not occurred.  Bernard Balleine is an Australian expatriate at the University of California Los Angeles.  He is a neuroscientist with a specialisation in the area of voluntary behaviour.   In his area of neurology in LA there are approximately 300 people to work with, high tech medical facilities and excellent endowments to ensure a plentiful supply of further research well into the future.  “It is a stimulating work environment that Balleine just couldn’t find in Australia.”
  The movement in healthcare will significantly impact Australia in the future in my opinion and Australia needs to seriously address this issue otherwise Australia will suffer a shortage in specialized medical skills.
While work specialization is occurring, regions around the world are specializing, either as a function of other industries or direct government intervention via promotion or subsidy.  Governments, state and federal are identifying industries that they want to attract to their communities, these are developing and other industries that are related follow.  Australians who are the best in some of these fields will inevitably find there way to these communities.  The table below outlines a number of examples to consider;

	Country
	Location
	Industry Specialization
	Work Specialization

	USA
	Oregon, Portland
	Microprocessors and silicon chips for mobile phones
	Electrical engineering, Manufacturing, Chip Design

	USA
	Washington, Seattle
	Aircraft Development

Software
	Engineering, Metallurgy &

Software Development

	USA
	New York, New York
	Financial Services

Entertainment
	Debt Financing, Equities, Derivatives and Banking
Acting, Stage Development and Production

	USA
	California, Los Angles
	Entertainment

Art
	Acting, Broadcasting, Opera, Musical Direction and Production

	USA
	Hawaii, Oahu
	Tourism
	Hospitality Management, Environmental Management

	Japan
	Kobe
	Steel Manufacturing
	Metallurgy and Manufacturing

	Australia
	Kalgoorlie
	Mining
	Engineering

	India
	Bangalore
	Software Development
	Programming and System Design

	Germany
	Frankfurt
	Chemicals
	Chemistry and Chemical Engineering


Karyn Lovergrove is an excellent example of this regional specialization.  She owns a thriving gallery in a hip art complex near the Los Angeles Museum County of Art.  “For Lovegrove, LA presented a chance to raise her game.  LA has a large collecting base.  There is strong interaction between artists, clients, museums and galleries.   That kind of interaction is essential to a strong art scene.  Collectors and art institutions have far deeper pockets.  LA is closer to the action.   [LA has] become an important centre for contemporary art.”
 

Another factor that was identified by the CEDA report was professional development.  Paul Compton, a JPMorgan managing director is an excellent example of this argument.  “He relishes the career opportunities in the US, where aside from a stint playing Aussie Rules for the New York Magpies, his lifestyle is vastly different from that in Brisbane.”
  New York offers unique roles and professional experiences that you could not possibly get in Australia this goes for places like London and Hong Kong as well.  It is not simply a matter of size it is the job roles that are available that provide fertile ground for Australians.
A significant foundation phase factor that keeps Australians abroad is higher income and the propensity to earn larger salaries.  The CEDA report identified this as a significant issue, apparently 28% of responders felt it was significant
, but I think there are a three other issues that need to be considered that are also relevant to income.  Firstly, the sample size of the population I suspect understates the weight of this issue.  The sample size of 1000 expatriates
 is very small given there are over 800,000 abroad.  (I would support the conclusions of the CEDA report to try and complete a census of the Australian expatriate community so the weighting of all these factors can be more accurately predicted)  Secondly, the survey talked of an average salary of $100,000,
 with a third earning more than $150,000 a year and a fifth more than $200,000 a year.
  Another survey by the Victorian Endowment For Science, Knowledge and Innovation found that Australian expatriates working in the US earned on average $110,000
, but again this survey size was very small with only 450 participants.  In either case, such income is before tax.  I would argue this is a subtle yet significant observation.  Consider that Australia's top tax rate 47% is executed at an income above $62,500 AUD, while in the United States the top tax rate of 39.6% occurs on a salary above $311,000 USD.  So imagine you could possibly earn $300,000 in both countries and every other factor was equal (which from a lifestyle point of view is not a radical statement in the case of the US West Coast) you would choose the US based on pure tax policy.  Consider another example Dubai there are Australians there who pay no income tax at all.
  Unfortunately another significant factor makes this an even larger factor in my opinion - the Australian dollar.  Even today US dollars are offering a 23% bonus in Australian dollar terms on a US salary.  The tax differentials and currency add further weight to the salary issue and surely in countries like the UK it is even more the case given the strength of the pound.
As an Australian enters what I term the foundation phase a higher income becomes a significant problem for both expatriate and Australian government alike.  I would term this the wealth trap.  You want to return to Australia, but the income before and after tax could never be realized in Australia, so you stay and this further cements you in the country you live.  The Australian government is losing precious tax dollars and the likelihood is that the government will continue to make a loss on its investment in human capital.
I think during the foundation phase other aspects of the countries we find ourselves in come to be important.  Not only are tax systems significantly more favourable, but so are many of the savings vehicles.  As two policy examples, let me compare superannuation versus the US equivalent – 401(k), 403(b) or 457(b) and then use another example called Roth IRAs that are common in the US.  Superannuation is a gold mine for the Australian government, it literally contributes billions to the budget and isn’t it ironic that this government opposed its development with the Accords in Australia through the late 1980s and early 90s.  Superannuation contributions are taxed at all three stages of its life, when money is invested, through the duration of the investment period and upon receiving income at the end of its life.  The rate of taxation is 15% on entry, 15% throughout the life of the investment (though it can be as high as 47%) and 15% upon exit.  Then of course there is the superannuation surcharge on high income earners – outrageous to tax someone for saving money for their retirement.  In the US system funds are taxed only at the end of the life cycle at normal income tax brackets.  Lets assume that you invest $10,000 at age 30 with a real annual return of 8%.  In the Australian system the outcome at age 60 is a total of $76,861, in this scenario you pay taxes of $11,799 throughout the life of the investment and your income stream at 8% less 15% tax is $5,226.  In the US the outcome is quite different a total investment of $108,676 is returned, no taxes are paid during the life of the investment and on current tax scales an income of $8,694 is achieved with some basic tax deductions off this income.  There is a difference of nearly $32,000 in capital and an income difference of $3,467 or another way to put it is that the US citizens’ lifestyle is 66% richer in income terms. (without comparing exchange rates)  Another consideration is that the funds from superannuation may take the form of an annuity in Australia (the government is moving more toward this option) and in that case the capital will be consumed by an insurance company upon death, in the US the capital may be distributed after your death and more likely will not take the form of an annuity.
Next let us consider the example of the Roth IRA or individual retirement arrangement.  Significantly this tool has been provided by policy makers in the US with very strict income levels and I believe is worth considering implementing in Australia.  After tax income is invested with a cap, currently $3,000, with the exception of those over 50 who can contribute more.  Taxes are not paid on the life of the investment or at the end, income from the IRA must be taken at age 70 ½.  Assuming an 8% real return and a starting age of 25 with full contributions every year till 60, the total return is $561,308, assuming 8% on that income on your 60th birthday the income is $44,904 tax free.  It remains a question whether this tax free status will be in place for long given the current fiscal situation in the US, however, the longer the policy remains in effect the less likely the political landscape will change it.
Another issue which this paper has identified is recognition and reputation as important issues.  Though I personally believe that this issue is somewhat overstated by high profile Australian expatriates.  Australia is a country that only really recognizes its sporting heroes, the odd entertainment piece on the news of night in Australia might mention Nicole Kidman, Mel Gibson or Naomi Watts, but these are relatively small and highly concentrated expatriates and talk to the issue in a somewhat smug way.  Researchers, businessman, artists and photographers who are within Australian borders gain as much acclaim as those abroad and while the achievements of expatriates may or may not be more significant it does and should not surprise other expatriates that we as a group are not recognized.  Do Australian’s know for example that Jacques Nasser headed one of the largest car companies in the world?  Henry Lawson had it right – Talent goes for little here. To be aided, to be known.
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	X
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	Work Transfer
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	X
	X
	
	X
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	X
	X
	X
	X
	X
	X

	Foreign
	X
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	Tourist
	X
	X
	
	
	
	
	


The above figure tries to map the dimensions of the different expatriate categories against the forces that are driving Australians overseas, including the dimensions of the phases, transitionary and foundation.

SECTION C

The costs, benefits and opportunities presented by the phenomenon
There are significant short and long challenges that expatriation puts on the Australian economy, specifically in the area of education and health.  One of the largest short term costs of my expatriation to the Australian government has to be the amount it has paid to educate me.  By leaving Australia the government has lost a return on that investment and has either had to import my skills or replace my skills.  It is entirely unclear what the real cost of expatriation is in this area, but if we took the number of Australians who settled in the UK in 2000–01, 31628, assume they had thirteen years of public school education and a three year degree and the annual cost of educating each one of these expatriates was $5,000 – then the costs is $2.53 billion dollars.  I understand the numbers lack any foundation, but intuitively – this number has to be a large one.  While this number is offset by productivity gains, outsourcing and/or imported skills this kind of loss in the public finance arena cannot be sustained if emigration grew significantly and in and of itself is a reason government should be taking this issue seriously.  The government might present the case that the costs are offset via immigration.  I would disagree with this assessment based on the quality of the education we receive in Australia.  As someone who has studied abroad I would argue that our education system is excellent and that replacement on this basis does not favour Australia.  Professor Hugo argued that just because Australia has a higher replacement rate or “brain gain” does not mean that the government should treat this issue lightly.
  A more direct question of cost might be: What percent of expatriates have an outstanding HECS liability?
While education is a significant burden the cost of providing health to an expatriate, prior to their emigration, also represents a significant cost to the Australian economy.  Again consider the number of expatriates in the UK in 2000-01– 31628 and suppose an Australian leaves on average at the age of 25, assuming it costs $1,000 a year to support a child/ teenager or young adult the overall cost at the time of emigration for this group $790 million dollars per year.  Again the numbers are subject to question, but intuitively they are large.

While the short term costs maybe high, I think some of the long term costs are even higher.  I would argue this is due to the kind of people leaving Australia.  Currently there is a significant "outflow of the nation's professionals with medical skills."
  If expatriation of medical professionals occurs Australia has to either import more of these candidates, expand the supply locally or the cost of medical care will rise for those who provide medical services.  I think this loss of human capital is more significant in the case of Australian expatriates as the Australia in the near future will require significant expenditure in health care, this is due to the changing demographics of the Australian population.
I think one of the largest benefits Australians abroad offer Australia is foreign investment.  I would argue that the Australian expatriate community is certainly one with a significant amount of capital.  As Roz Alderton identified in the Herald Sun, "Foreign investors bought more than $A1.19 billion worth of houses and apartments in Australia in 2002-03.  This was double the amount approved by the Foreign Investment Review Board in 2000-01. Macquarie Bank believes the increase has been driven by Australian expatriates, who have great spending power when it comes to Australian real estate."
  Another example of this was the donation by Australian expatriates in New York of $500,000 to help the families and victims of the Bali bombings.
  Another question worth understanding the future might be how much more capital has been entering Australia through expatriates into the Australian stock markets?

In an editorial article I recently read when on holidays in Australia I was dumfounded at the lack of reality some Australians have when it comes to Australian expatriates.  L. V. Hosking asserted in his vast experience at Axiss Australia that Australian expatriates do not make good promoters of Australia.  I am sorry to say that without the expatriate community in the US, Americans simply wouldn’t know anything about Australia.  Consider a personal experience that while humorous gives you idea of how parochial Americans are compared to those in Europe.  While in a grocery store a New Zealander happened to bump into an American I over heard the conversation.  The American thought New Zealand was island in Scandinavia.  “Temporarily or permanently displaced Australians form an army of unofficial ambassadors, promoting their country’s image in the world and often its economic and cultural interests and contributing much more than many home-bound Australians realise.”
  Our mere presence is the essence and presentation Americans are likely to encounter of Australia, good or bad.  Americans judge Australia by two mediums personal experiences with expatriates and television commercials.  Every time I meet an American for the first time it only takes 15 minutes, but they inevitably ask me “Do I drink Fosters?”  The realities are that the internet makes us a capable and well informed group
 about what is happening in Australia and therefore not as ignorant as Mr Hosking suggests.

I think there are number of opportunities that are presented to Australia due to emigration.  Dennis presents the case of the export of the – “The Great Aussie Tuckerbox.”  In his 12 June 2003 article Dennis summarizes the story of Mark Bergin and Megan Venters establishing a business selling Australian products to expatriates.  The products are those that are not readily available in the countries we reside, though in the US these products are readily available.
  While the idea is novel, what surprised me more actually is that Dennis did not consider the value add argument.  This argument and I can talk to it from experience is that the Australian expatriate community is an excellent source of marketing Australian products to those in the countries we reside.  About five years ago, I celebrated Australia Day on a client site, with this celebration I managed to get some Australian products.  Not surprisingly the American quickly consumed the Australian food.  For anyone who lives or has travelled in the US the food here in my view is significantly poorer in quality than we have in Australia, the rate at which the Iced VoVos, Tim Tams and Meat Pies were consumed would have been a marketing representatives dream in my view.

One of the more amazing observations I have encountered and one opportunity that I think is missed by many Australian businesses is the expatriate community as a source of employment overseas.  A couple of years ago when NAB was involved with Homeside Lending I sent my resume along.  I never received a response, that didn’t surprise me so much, but I considered the likely probability that many Australian firms engage only employees on the domestic side for work abroad.  This to me seems in some respects a little short sighted.  Engaging an Australian domestically for work in US has the obvious advantage of business and firm familiarity, but to me it has the distinct disadvantage of hiring someone to work in a market they don’t understand.  The NAB example is a good one the mortgage industry in Australia and the US are very different and I think rather than interest rate hedging it was more likely Australians not understanding how the mortgage industry and mortgage backed securities operate within the US that help lead to this failure.  If Australia firms expanding considered engaging more expatriates more of our domestic firms might be successful abroad.
SECTION D

The needs and concerns of overseas Australians

I think that there are a number of concerns Australians abroad have that are often not considered in the formulation of Australian government policy.  These concerns are broad in my view.
Firstly and certainly one issue that is very current is the nature and changing scope of Australian foreign policy.  Australia’s foreign policy continues to be tied to Australia’s trade policy and while this in the past has had little impact on Australian expatriates, this is no longer the case.  Australia’s past support for military intervention in Bougainville and East Timor had little impact mainly because this part of the world had so little impact on how the rest of the world operates.  However, Australia’s support for military intervention in Iraq in the hope that Australia would achieve a beneficial Free Trade Agreement with the US has impacted the expatriate community significantly in my view.  Firstly, there is the perception that Australia supported an unjustified and illegal invasion into Iraq on the basis of shaky intelligence.  This perception certainly exists in Europe and in the US.  The consequences of this perception are that Australians abroad are no longer innocent bystanders, they are targets.  Just as US foreign policy has been the seed of much hatred in countries like Iraq, Chile, Cuba, Haiti, Libya, Iran and Somalia, so too has Australia’s foreign policy seeds been sown in Bougainville and East Timor – the consequences one might argue -Bali.  Bali and its aftermath support this argument.  Madigan argues that “the Foreign Affairs department’s decision to upgrade terrorist warnings had caused a flurry of concern in the expatriate community.  Those living in Jakarta feel there is a possibility of trouble because of the upgrades from foreign affairs.”
  My only observation is that the Australian government needs to more carefully consider the likely impact to Australian expatriates of its foreign policy decisions.  Australians died in the World Trade Centre tragedy more likely as a result of US foreign policy than any failure in US intelligence, foreign ministers in Australia need to remember that actions have consequences.
Secondly, Australians like any ethnic group need to have a sense of community.  I think that Australian embassies and consuls abroad do a particularly bad job at facilitating this kind of community and that they should endeavour to improve their relations with the expatriate community.  (I am obviously talking about people who are not embassy/ consul staff)  In the US there are a number of Australian American Associations- these are loosely organized groups of Australians that participate in activities abroad.  Again some groups are much stronger and function better than others, for example, it is my perception the New York expatriates are extremely well organized, while those in other parts of the country are more dysfunctional.  I would suggest that the embassies and consuls align themselves much more closely with these groups to facilitate a better sense of community.
Thirdly, the government needs to develop strategies for us to invest and eventually return to Australia.  If you assume as CEDA reported that our incomes are relatively high (and in my opinion CEDA underestimates this) then Australia is missing a real opportunity for foreign investment via expatriates.  As was highlighted earlier Australian expatriates, according to Macquarie Bank, have been large contributors to the real estate boom.  So what steps can the government take to encourage us as a community to invest and eventually return to Australia?
From an investment point of view I think the government should consider for Australian expatriates the abolition of withholding tax or convert this into a hybrid form of capital accumulation.  Withholding tax is designed to tax foreign investors and return some income to government revenues the current rate is 10% of dividends on an Australian investment.  The question I would pose is: Does this tax offer a balanced approach for Australian expatriates?  One argument and one I am sure the government would present is that Australian expatriates are simply another group of foreign investors, this is not entirely accurate.  Most foreign investors will purchase Australian assets denominated in their own currency, (this hedges the movements in their currency relative to the Australian dollar) for example, BHP Billiton shares might be purchased on the NYSE and dividends (subject to exchange rate movements) would be paid less withholding tax to those American investors in American dollars.  However, if you purchased Telstra shares in Australian dollars from the Australian Stock Exchange as an Australian expatriate is more likely to do, especially if they have a desire to return to Australia, isn’t the expatriate helping Australia significantly more than the “foreign investor” via supporting Australian businesses, (notably banks, brokerage houses and firms it invests in) the Australian dollar, the Capital Account in the Balance of Payments and further capitalizing the Australian Stock Exchange?  Furthermore I think Australian expatriates are more likely to invest in Australia than other foreign investors, we know that the spread in simple short term interest rates of 400 basis points now (ING Australia Orange Account vs INS US Orange Account) plus a rising Australian dollar is a good investment, especially given the fiscal situation in Australia versus the US.  As an alternative to the abolition of withholding tax- the hybrid form of capital accumulation that I was thinking of was a reinvestment credit on the dividend to encourage capital accumulation in that stock.  For example, if BHP Billiton issued a $100 dividend, then that amount would have to be reinvested in BHP Billiton, the expatriate would not be able to realize the income.  This would defer eventual tax, but upon return to Australia the Marginal Tax Rate would surely be higher than 10%.  Another reason why withholding tax should be abolished is that our marginal tax rates abroad are lower over time on investments - even Capital Gains Tax is more competitive in the US than in Australia.  

The next area which I think is significant is Australian superannuation.  Currently, the government does not allow us to withdraw our superannuation in Australia, however, if we are truly foreign investors, which is the case if the government does not support the abolition of withholding tax then why can’t we withdraw our funds, after all, other foreign investors don’t have this constraint on their investments in Australia.  Even more accurately why aren’t our funds taxed at 10% instead of 15%?  All this is encouraging, is a distortion of our investment habits, away from superannuation.  If the government wanted to encourage us to return it should equalize this taxation, this would offer the expatriate community a reason to invest in our eventual retirement in Australia.  As foreign investors why not reduce the tax on our superannuation for the duration we are not Australian residents?  Another observation is the fact that foreigners who work in Australia are entitled to receive their superannuation when they leave Australia? So why aren’t we?
While Australian superannuation is a significant problem, foreign superannuation is an even more significant problem.  When I was recently in Australia I spoke to my accountant he informed me that when I was ready to return to Australia I needed to inform him so that I could transfer my retirement assets in the United States to superannuation in Australia.  If I don’t transfer the funds the Australian government will tax my foreign retirement assets at 47 cents in every dollar of growth from the day I return and reclaim Australian residency.  This is a massive impediment to Australian expatriates returning.  While there are the tax laws in Australia to consider, there are also penalties in the US for withdrawing retirement funds early, in this case 10% of the value of the funds and then the income tax bracket you fall into is applied to those retirement funds.

Another area where expatriates typically get caught in the tax maze in Australia is customs.  At one point during my time in the US I was considering returning home and I started to send back some items.  While clothes and basic items escaped any Customs Penalty, I sent back some pictures that I had hanging on my walls in the US.  Customs held these until GST had been paid on these items.  I had no intention of selling these items, but still was forced to pay GST on them.  I think the government should put in place procedures for repatriation of things like furniture and larger less personal items.  Obviously if you are shipping back twenty beds then this is not likely to mean that these are personal items, but customs should be more flexible.
Morris presents the case that many Australians feel their qualifications abroad are not recognized domestically and this restricts their ability to return.
  Given the demography of Australia in the future I think the government should take the necessary steps to build a process whereby foreign qualifications are recognized domestically.  I think in some core areas of future need like health care this is particularly important.   Qualified doctors and nurses are going to be in significant demand in the future, as a result the government should prioritize the process for this particular category.  Other areas like those in financial services and administration, accountants, lawyers and securities analysts should also be given some priority as the world gets more sophisticated recognizing foreign qualifications becomes more important.
Another issue that was finally resolved in April 2002 by the Australian government was the abolition of Section 17 of the 1948 Citizenship Act - prohibiting Australian born citizens from holding dual nationalities.  Without this change people like Julian Anderson a quantity surveyor would miss out on millions of dollars worth of US government contracts.
  How ironic that prior to this Australians born overseas were the only ones allowed dual citizenship, this might be Australian born citizens paying for the sins of our fore fathers who implemented the White Australia Policy.  The issue has now spawned two other related problems that I believe the government needs to address, firstly, those citizens that abandoned Australian citizenship for valid reasons that should be able to return and their children.  The government has just identified the demography of Australia presenting significant fiscal challenges to the Australian economy.  Wouldn’t the implementation of these policies, however, slightly improve the demographics of the Australian economy?
Finally, I think that DFAT should establish an area for Australian expatriates that would support a number of activities and initiatives.  DFATs responsibilities in this area would include a registration system, an annual census, (both suggested by the CEDA report) qualification recognition and supporting a web site as an informational tool.
  This tool could further facilitate trade and investment information for both expatriates who wanted to invest in Australia and for firms who wanted to employ Australians in particular locations in the different parts of the world.  I applaud attempts by the Victorian Government to establish a database of Victorian jobs that might interest Australian expatriates, The Victorian Expatriate Network Database also includes Victorian Investment opportunities.
  DFAT should be at the centre of such developments, not the states.
SECTION E

The measures taken by other comparable countries to respond to the needs of their expatriates
This area I have not researched in detail.  The only information I found of significance was that Ireland implemented a number of the steps identified in Section D and the result was that many of their expatriates returned in the 1990s after a stint outside the country in the 1980s.  “The rapid growth in the Irish economy during the 1990s was driven, in part, by the return of Irish Immigrants, half of whom had left the country in the 1980s.  According to [Professor] Hugo this was largely thanks to the efforts of the Irish government, which had remained in contact with members of its Diaspora, particularly those with skills required in expanding industries.  India is having similar success in the development of its IT sector, through the contributions of its expatriates,”
 this was significantly accelerated as the US economy overheated in 2000 and then collapsed in 2001 many Indians returned home to an outsourcing bonanza.
SECTION F

Ways in which Australia could better use its expatriates to promote our economic, social and cultural interests

I think Australia could do a number of things to promote our economic, social and cultural interests aboard using expatriates.  However, some significant actions need to be taken with respect to Australian embassies abroad.  The committee needs to understand from my experience we as a community are highly disorganized and fractured in most centres, this is the nature of our experience I think.  In some centres like London, Hong Kong and New York the geography is more conducive to a better connected community, but I think this is not the case in other centres like Los Angeles.  An embassies job I would argue is to support the economic, military and cultural interests of Australia.  Given this definition expatriates are not really included. However, in Australia’s case economic interest has always been linked to broader trade policy.  What is apparent from the research is that Australians abroad have very different experiences with embassies, for example, the Australian embassy in Indonesia has a Christmas party that includes the local expatriate community, while the embassy in Washington DC has no such activity.

The first significant change I would suggest is the development of an Australian Expatriate Protocol within all embassies.  This protocol is distinct from the usual embassy protocol for Australians – mainly tourists in some legal trouble or tourists who have lost their passport.  To construct such a protocol I believe that DFAT should organize a conference or seminar of Australian ambassadors.  Each should exchange information on how they engage the local expatriate community.  Each area of the world could provide some benefit to another and this would form the basis of a strategy to deal with the Australian Diaspora.  For example, I would guess that Hong Kong would provide an excellent basis for trade and business ideas that could be proliferated throughout the world.  The proliferation of such strategies could significantly benefit Australia.  Another problem that exists is that many of the ambassadors are political appointees and have no idea how to operate an embassy.  This kind of seminar would concentrate ideas and educate those ambassadors who lacked foreign service experience, if this idea is implemented new ambassadors should become familiar with this protocol upon appointment.  The development of such a protocol is not simply an exchange of information between ambassadors.  The protocols objective would be to understand who is an Australian expatriate overseas and be the responsibility of the embassy.

In Section D I suggested that embassies and consuls should align themselves more closely with Australian Expatriate Associations.  Within these associations are people who are senior in a number of organizations.  These people in my discussions and experience have grander plans than simply gaining work experience, a degree or more in the United States.  A number of them wish to take their firm to Australia.  By aligning with the expatriate community Australian embassies can better facilitate direct foreign investment either of new firms or the expansion of existing firms.  This argument also encompasses Australian firms wanted to expand in other centres.  Obviously with foreign investment there are significant economic, social and cultural benefits.  Direct foreign investment in this case offers employment, careers and disposable income for Australians, taxes for the state and federal government and with time the investment can translate into sponsorships for cultural organizations in Australia.  Alignment in this case not only includes understanding who is in the expatriate community, but where they work, the industry and more.  Embassies should develop investment workshops/ conferences or seminars in major centres coinciding with Trade missions to these centres, ensuring expatriates are included.
On the matter of ambassadors I think the governments focus on selecting political appointees to engage countries like America is flawed.  I will present two arguments here that clearly demonstrate this, first the personalities and secondly, Australia’s pension agreement with the US (Appendix 1)  Lets’ look at four examples of past and present choices of ambassadors/consul heads in the US.  There is the current head of the Consul in Los Angeles, John Olsen.  While achieving premier status in South Australia is significant, it is a long way for qualifying for Consul General in Los Angeles.  I dare say Mr. Olsen could barely identify Atlanta on a map of the United States, let alone understand how to engage America and Americans and represent Australian interests.  The next example is Andrew Peacock who was Michael Thawleys’ predecessor in Washington.  The current prime ministers history with Ambassador Peacock is the reason he was appointed.  On arrival in Washington, the ambassador proceeded to fire his congressional advisors and believed he was capable of presenting the case of Australia to Congressional members.  I dare say if there was an embassy slot available in Reykjavik or the North Pole, Andrew Peacock might have been offered it.  Then there is the case of Michael Baume in New York.  If one reviews his article in the Australian Financial Review on 17 June 2002 it is pretty clear he should not have been ambassador given the outcome of the US Australia Free Trade agreement.
  One might argue that Michael Thawley was a good choice for ambassador in Washington given his background in the Office of National Assessments in Canberra and also given that four of the six floors on Scotts’ Circle are dedicated to military and intelligence activities, but given the recent failed Free Trade Agreement with the US, it again demonstrates a failure by the government to select appropriate candidates for these extremely important positions.  I think given this information expatriates can present significant value in either an advisory role to ambassadors or they themselves be considered for ambassadorships.
Finally I think that I think the Australian government via their embassies could expand their support for academic centres in the United States.  There are two academic centres in the United States that focus on Australian Studies, Georgetown Universities, Centre for Australian and New Zealand Studies and the University of Texas at Austin, Centre for Australian Studies.  Significantly these departments are run by Americans and have little contact aside from maybe a cheque from the Australian government every year.  I believe that Australians, those in the embassies and Consuls need to engage these centres so that Americans are exposed to Australians.  For example, how many times has the Australian ambassador, Michael Thawley, travelled to Georgetown (a mere 4 kilometres from the embassy) and spoken to the class that studies Australia?  Expatriates could be more involved in this process, but it requires a coordinating function, the only organization that is capable of doing this are the embassies and consuls, in the cultural affairs department.

Conclusion

I hope the committee has gained some insight into the reasons I believe that Australian emigration has expanded, the reasons for that expansion, the costs and opportunities this represents, things the Australian government can do to support us as group and some things that can be done to help us promote Australian interests abroad.  In the end the phenomenon is unlikely to be stopped or slowed, however, the government can make changes and put place policies that can help us still call Australia home.
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I wanted to make a quick comment on the Australian US Pension agreement.  From my reading of this agreement it lacks a comprehensive approach to both privatized parts of the systems in both countries.  While it does deal with the public systems well and it does appear to cover work transfer expatriates (where double coverage applies) for the private sector and government, it has a number of areas that are included.  I would encourage the committee to read this document and ensure that it in the future it is expanded to include superannuation contributions made by Australians abroad and in the US 401(k), 403(b) or 457(b) and IRAs.  This is a critical piece for many of us in the US and will have a significant impact on our likelihood of return.  Personally I would like my US Social Security benefits capitalized into my Australian superannuation if that is possible, though I am not a work transfer expatriate.  Obviously given the previous discussion there are positive tax benefits in Australia’s favour, furthermore, I think it is more likely I will receive these funds if they are capitalized than in the US given the current fiscal situation.
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