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 I write this submission for the Senate Committee in order to pass on my well gathered information on the issue of Australian Expatriates.

Having spent the last nine years of my career specialising in the Australian taxation affairs of Aussie Expatriates all over the world, making regular seminar presentations thereon and interacting with many thousands of expatriates, I believe I can offer a fair and reasonable voice on the issues that have taken them overseas and their prospects of returning to Australia.

It is fair to say that the great majority of expats would like to return to Australia one day either to bring their children up, retire or conclude their careers in their home country surrounded by family.

The time they spend overseas varies considerably depending on the circumstances of each, but most would be away for periods in excess of 5 years.  In many cases the original time they expected to be overseas may have been only 2 to 3 years, however once abroad the opportunities usually mean a decision to extend is inevitable.

I have found that there are three main things that take people abroad.

1. Career Opportunity

2. Career Lifestyle Opportunity

3. After Tax Savings Power

I have expanded on these further in this paper, but it is fair to say that whilst in Australia, our top people do not feel that they can achieve the best life can offer and are drawn overseas to fulfil basic needs and achieve suitable personal reward.

The level of expats abroad is not necessarily a bad thing, as they will no doubt return and during their absence, the promotion of Australia from an investment, holiday destination and lifestyle perspective is profound.

The issues that draw expats away do not apply to the people whom our expats deal with, in fact quite the opposite as these foreigners are far more likely to include Australia as a investment and lifestyle choice due to the positive impact Aussie expats have had on their viewpoints.

Australian expats are a great natural resource that should be encouraged and recognised in a positive manner.

Career Opportunity

If you wish to excel in your chosen field, then world markets offer far more opportunity than those in Australia.

This is not to say that Australia is not a place of opportunity, just that the size of the Australian market place can’t sustain the financial force required to keep high quality people in a monetary sense.

Each year we see the potential for this to be gradually rectified as the Australian population increases, however it will be many years before the economy of scale will support high profile individuals to be properly compensated as opposed to international markets.

It is also true that in order to gain internationally recognised experience, Australians need exposure to larger markets and operations than that offered in Australia.

Australian staff are very well regarded internationally as lateral thinkers and hard workers and once exposed to an improved skill set quickly grasp the task at hand and find ways to improve upon it.

The success of Australian companies abroad has also helped in the movement of Australian staff to manage or establish operations abroad for the betterment of the company.

Our resourcefulness and resilience makes us ideal candidates for the difficult task of foreign office management.

In some ways it not surprising that the same fundamental values that built Australia from scratch is now our greatest international asset which we can export as we gain proper recognition on the international stage.

Australians abroad should be recognised for their achievements and positive contribution to a global economy.

One day these skills will no doubt find there way back to Australian shores to make an even more profound positive impact on a future Australian economy.

Career Lifestyle Issues

Career opportunity is something that draws people away but one that we can do little to stop.  It is in fact the lifeblood of a strong and free market.

We can’t compete on the financial front in most cases, but money is not anything.

Career lifestyle issues are what surrounds us while we are working, our position, status and ability to enjoy the fruits of our labour.

In Australia, there is no doubt that lifestyle is abundantly available, but for many at the start of their careers, it is simply unaffordable.

The cost and availability of childcare is prohibitive, making one partner stay at home and significantly reducing the earning ability of the family and therefore impacting on lifestyle issues.

Australian housing is still very affordable when compared internationally, however if you have to service a private mortgage with after tax dollars, your lifestyle choice is significantly reduced.

As an expatriate, these issues are often side stepped.  In most places domestic help is readily and cheaply available on a full time basis.

Not only does this allow both partners to work and boost the income of the family, but most importantly the time spent at home is fully available to be spent on enjoying your family, not looking after them.

It is ironic that the domestic help available in these areas are in fact their own countries “expats” and earning more abroad than at home, with better living conditions and opportunities.  Sounds familiar!

For some reason, we can not seem to bring this truly modern benefit into our system.

Perhaps we have to realise that the “traditional family” has changed and stop living in the past.  The real improvements in productivity, family relationships and lower fatigue are impossible to quantify.

Many of our clients that have had large families are daunted by the task of “normal” life without domestic help and this greatly discourages them to come home to Australia as a result.

In Australia, it is not uncommon for me to find my friends unavailable for dinners or outings.  Usually because of the expense or inconvenience of arranging child minding.  This is absurd in such a wonderful country as ours to have this scenario.

It seems somewhat crazy to me that we pay domestic help in Australia more than some skilled professions.  This highlights the acute need to address this issue, one that not only has an impact for expatriates, but a real and profound one for families living in Australia.

There is also a major issue when it comes to recognition for effort in Australia.  Middle management and high level sales staff are still widely regarded as “lucky” by the general population, rather than appreciated for the additional effort required to maintain their position and success.

The constant battle between labour force and management may never be concluded, but in international markets there is at least an opportunity to be respected and properly rewarded for additional effort.

It is not to say that no recognition is afforded in Australia, it is just not enough for our top people that eventually choose to relocate overseas for some period.

Other lifestyle issues such as accessibility to travel, higher standard of living than that afforded in Australia and clear career advancement paths, combine to make a compelling case to be an expatriate at least once in your life.

After Tax Savings Power

As a taxation accountant this topic is obviously close to my heart, but it is also one of the main reasons as to why Australians are forced abroad.

You will note that I have referred to After Tax Savings Power (ATSP) rather than high income tax rates as most people would.

I make this distinction because tax rates alone are not the problem, many countries have high tax rates and attract and keep high quality staff.  The USA and UK amongst them.

What matters in our life is not so much as to how much tax we pay (as if we could have a say in that) but more as to how much we save once our bills our paid.

Tax is obviously important in the equation as in Australia it can take up to 48.5% of our earning and therefore makes it extremely hard to pay our bills, feed our families and have a reasonable lifestyle whilst at the same time trying fruitlessly to put a few pennies away for a rainy day.

I constantly run in to young expatriates that left Australia deeply in debt on their credit cards and yet in less than 2 years have saved over A$100,000 since being overseas.

They have not changed their financial discipline at all.  But are now being rewarded for that savings ethos whilst still enjoying themselves.

When you consider that we all want a home and, it should in fact be our divine right, then where in our system do we encourage or indeed support savings for our deposit?

Some may say the First Home Buyers Scheme offers this but I disagree.  I applaud the system but it does not encourage savings, it merely acts to compensate for the GST imposed.

Superannuation is also “savings” and has a very real and positive effect.  But when I am 25, 55 seems forever away and does not help me with my current requirements.

Singapore has a very good system where residents can access their Superannuation to help fund the purchase of a home.  This is offset by a much larger required contribution, but at least you can have the ongoing benefit of your savings.

In an age where fund performance lags poorly behind residential property, could this be such a bad thing?

The top tax rate of 48.5% coming in at A$62,500pa is another significant reason for people heading overseas.  Once you earn over the threshold, every time you spend $1 on a good or service that is not tax deductible, it in fact costs you $2.  $1 for the tax office, and $1 for the item.

Dinner on your anniversary that you are charged $200 for, in fact consumes $400 from your pay packet.   The mortgage on your house that costs $2,000 per month, takes $4,000 of your monthly salary to pay.

When you are trying to excel in your career, it is not uncommon to earn (or at least wish to earn) more than A$62,500pa.  In fact, these days it is almost impossible to survive even on these salary levels.

Little wonder that our top performers can be lured out of Australia.  We need to have more encouragement for these people to stay and save, be it a higher threshold, another tier, no tax on interest to a certain level.

We have these incentives for lower income levels, why not encourage the people that have grown beyond these initial incentives.

The same problem exists when people consider coming back after a stint abroad.  The sad reality is that if you have a choice to stay overseas you are normally forced to take it.

In our services, we promote the fact that expatriates must take advantage of their savings power whilst abroad and hopefully return at least debt free on their principal residence.  The dramatic impact this makes on their ability to save whilst in Australia can make all the difference in their quality of life.

The price of housing makes no difference in real terms.  It was just as hard in each past generation to save for a home.  Price affects choice not affordability, what matters is how quickly you can save your deposit and reduce your mortgage.

As society has changed, the competition for our spending increases.  Indeed the modern world demands that we spend to keep the wheels of the economy moving.

Higher income individuals will normally spend more in the economy creating a larger flow on effect.  Little recognition of the importance of this is given.

As a result, most will try to survive in Australia as long as they can, then eventually take their chance abroad if it presents to them.

Unless we can make a significant improvement to our current systems method and start to support and encourage after tax savings, we will never be able to slow the surge in expatriate citizens.

At best all we can hope is that the flow in and out stays fairly equal as the returning expats with built up savings from their time aborad roughly equal the new expats leaving to seek their opportunity.

Conclusion

The number of expatriates abroad should not be too great a concern for government.  In fact it should be seen as a positive that we have created the character in our nation to be in demand and productive on the world stage.

What needs to be addressed is how we can encourage people to stay in, or return to, Australia by making them feel more appreciated and providing a fairer environment where they can truly achieve an adequate level of savings.

It is fair to say that Australia offers the best lifestyle options and affordability of anywhere in the world.

We need to create a situation where normal salary and wage earners can and will be able to enjoy this and prosper the country at the same time.

The vibrancy in the Australian economy and future potential allows us the luxury to seriously consider this now, and make an impact that can only strengthen the future of this great land, regardless of where our citizens may be.

