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Sections of Terms of Reference Addressed

(a) the extent of the Australian Diaspora

(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;

(e) – No comment –

(f) ways in which Australia could better use its expatriates to promote our economic, social and cultural interests.

(a) the extent of the Australian Diaspora

While there exists an obvious concern about the losses to the country in the expatriate population, I see lost opportunity in not concurrently addressing the potential gains from elsewhere. Like trade, expatriate resources are, or should be a two-way street. Unfortunately for Australia, the flow is mostly outwards. Many of the factors involved are identical for Australian expatriates and other nation’s expatriates considering a move to Australia. In my experience there are many consider the Australian option but in almost every case they weigh up the pros and cons and decide that the taxation kills the idea. Importantly, this conclusion is as often based on corporate taxation as it is on personal tax. Capital gains tax remains a significant issue for those individuals and companies engaged in wealth creation.

(b) the variety of factors driving more Australians to live overseas and keeping them there;

There are what I would call pull, push and retain factors at work.

Pull is exerted by job opportunities well packaged with very clear incentives and a breadth of potential activity greater than most equivalents in Australia, along with significant travel and on-going learning opportunities. 
Most issues concerning lifestyle and family in a foreign country are well understood and prospective employers adeptly address such.

Push comes from a desire or need to change present employment and seek new opportunities. It would appear to be a weaker force but for skilled people with a basic awareness of overseas current affairs, and a knowledge of how many fellow Australians have done exceptionally well, a move to an overseas job is really only a little more difficult than a move interstate or even across a city.

Once a move is made and settling in is complete, many initial concerns and risks simply evaporate.
In comparison with Australia, most things from the individual expatriate’s perspective are better than or at least equivalent to those in Australia. The retention factors are then in play.

Assuming the career, social life, financial and physical health are going well, it may take many years before lifestyle and family matters exert sufficient incentive to return to Australia.

As a general rule of thumb, a 15% differential in almost anything, be it financial, health, education, general infrastructure, social life, job opportunities or whatever, can be overcome with good selling and gentle persuasion. Australia has a share of the good (‘15%’ better than most), the average (+/- 15%) and the bad (greater than 15% differential). Also as a general rule most factors can be reduced to hard metrics so application of a hard figure is by no means impossible. 

I have seen it done often. For example, a few years ago the Hong Kong Government was smarting from the loss of skills and movement of overseas corporate headquarters to Singapore.
However, a complex analysis which involved quantifying the almost unquantifyible, revealed that Government spending in Hong Kong produced twice ‘the bang for the buck’  when compared to Singapore. This analysis provided a solid foundation for subsequently directing funds into certain infrastructure developments and regulatory frameworks.

Recommendation: The work of the Australian Bureau of Statistics is held in very high esteem by businessmen  overseas who are looking at country metrics. I am not personally aware of the extent to which the ABS is outward looking but I imagine that they are well placed to produce some solid metrics relevant to this inquiry. Once key factors are identified and measured they could be updated annually to guide policy makers.

Looking at some of the bigger issues, crudely rather than not at all, I have come up with the following table. I had to face the question of where future generations of my family most likely will call home. I must admit to having a degree of faith in the future of Australia despite some of the negative indicators.

	Factor
	Good (+)
 Average(0)
 Bad (-)
	Comment

	Health
	0
	Some bright spots but not world class

	Education
	0
	A few institutions may make it into the top 1000 globally 

	Environment (Natural resources)
	+
	Perceived by some top international management experts as so good that it weakens the national incentive to strengthen the skills base. Contrast with Japan, HK and Singapore that have few natural resources.

	Environment (Sustainability)
	-
	Significantly lagging USA, most European Community countries, even Scotland, by most measures.

	Race relations
	0
	

	Labour relations
	0
	

	Lifestyle
	+
	

	Government, Political stability
	+
	Stable, but tactical in nature and not thinking enough about strategic issues. Still grappling with the concept of neighbours.

	Infrastructure (Transport)
	-
	Lagging most developed countries. Poor urban planning and a lack of infrastructure integration are contributing factors.

	Infrastructure (Electricity)
	-
	Australia is overly dependent on the significant non-renewable resources available and not achieving a strategic balance with renewals and nuclear.  Strategic issues involving skills development, knowledge management, and export potential are bound into the topic of power generation infrastructure. As an expat it is plain to see such opportunity missed and ask oneself what’s going wrong. Almost every expat  faces the vexing question of where it is that the next family generation should call home. Answering this question almost requires a crystal ball but people like to bet on winners, not also rans.

	Infrastructure (Water)
	
	

	The Smart Country
	-
	

	Personal tax
	-
	a) Generally excessive

b) Complex administration

c) Capital Gains Tax discourages entrepreneurial activity

	Corporate tax
	-
	High but can be mitigated by transfer cost structures and ‘remitting’ Intellectual Property to alternative jurisdictions for wealth generation. Capital Gains Tax discourages entrepreneurial activity

	Australia’s Strategic (non-military) Intent
	-
	Ill defined.  The 10, 25, 50 year targets – where and what are they? Eg. From good sources I have it that China is attempting, by 2035, to match or beat the major (appropriate) metrics of present day Spain but across a massive population base.


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

From the national perspective, the first thing that comes to mind is the loss of income tax from a large number of highly paid individuals. A potential remedy to this ‘problem’ would be an emulation of the USA tax system that taxes expatriates on their global income. Such a system is perceived as quite onerous by the taxpayers involved and many creative (partial) solutions have been employed in avoiding such tax. In most cases the employer helps facilitate mitigation.  This approach is not recommended.
In reality many expats invest in Australia while they are overseas and the zero threshold for non-residents, state and withholding taxes produces an Australian tax contribution in any event. Removal of CGT for non-residents would make Australia even more attractive for expat investment dollars. The benefits would be indirect but significant. It is better to tax a larger base at a lower level than a smaller base at a higher level. This is the formula for encouraging wealth creation.

A major benefit to be had from expatriates lies in getting them to eventually return and bring funds with them. If they have children to be educated, then there is a longer-term advantage in encouraging them to be educated in Australia. The country of education, particularly at tertiary levels, often determines where the next generation settles and the parents often follow. The topic of obtaining foreign citizenship is involved in this process but most developed countries welcome expatriate skills and money. For many expatriates, the ‘where’ decision comes before the ‘how’. International corporations appear to have little trouble moving people around on a semi-permanent basis. Semi-permanent to permanent is not necessarily a big hurdle.

Some expatriates play an informal role in trade development. In my experience the various trade development groups are quite adept at enlisting any necessary help from available expatriates; no suggestions for specific improvements here. It is matter of recognizing and maintaining this resource.

There may be an opportunity to be had by maintaining a voluntary ‘register’ of expatriate skills and resources as an aid to tapping into this resource, even to the limited extent of occasional surveys. A small amount of recognition, eg. Invitation to a social function hosted by the Australian Embassy, Consulate, or State or Federal Trade Development body, in most instances would suffice. A sense of belonging and willingness to add support should not be taken for granted.

In my own experience, the Hong Kong Government had (and still has) me on a confidential register of resources, which is updated annually. I was called on to participate in a number of high level planning committees. In each case the secretariat involved appeared to accurately match up knowledge with resources and were always sensitive to demands on time and personal interests. The point I wish to make here is that any expatriates from any country may be able to contribute to some endeavour which is in Australia’s interests, if only the effort was made to tap into such potential. 

(d) the needs and concerns of overseas Australians;

No doubt, the needs of overseas Australians varies tremendously in different country situations. The impact of legislative changes in Australia on overseas citizens does require careful handling, as the expatriates are not only quite sensitive to such events but also in a position to react accordingly, sometimes adversely. It is on the margin that changes to status quo often have a major impact. Direct impact at the personal level and quite indirect and possibly long term in nature at the national level.

(e) – No comment –

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

I earlier mentioned the knowledge management aspect of maintaining a register of individual resources. It is a recommended approach and could be directed at all three of the above interests.

Incentives to invest in Australia are needed for Australia to regain its fair share of expatriate investment. Presently it is not a particularly attractive place for overseas investors. FIRB, State Taxes, Withholding Tax, Imputation credits, Corporate Tax etc. all sap effective returns and add an overlay of bureaucratic complication. Not much joy to be had here and not a lot of apparent likelihood that things may change. However, there are niche areas where expatriates will readily invest in Australia. It is a matter of identifying such areas and bolstering them. Lifestyle and leisure is one that comes to mind. For example, direct or syndicated investment in resorts, yachts, wineries, specialist agriculture and such like.
