Phil Wilson

HONG KONG

 

I am 51 years old.

 

I moved to Hong Kong in May 2002, together with my wife and 2 children, ages 8 and 11.   Prior to leaving for Hong Kong, I was working with one of the largest life insurance companies in Australia and had probably reached the top role in Australia for my job, training and experience.  I have been a Life Insurance Underwriter for 30 years or so and did my MBA in 1996.

 

I must admit, initially I was primarily motivated to move to Hong Kong by money and a secondary motivation was the opportunity.  Making the move after working in Australia since 1971, was a huge decision but my reasons for leaving, and now wishing to remain overseas are becoming clearer as time passes.

 

In my opinion, certainly in my "profession", there exists in Australia a blockage for career advancement and Australia has lost (to Hong Kong), 5 or 6 of the best Life Underwriters in the last few years.  In Australia I had the potential to increase profitability by millions of dollars (if allowed) but was not permitted too.  From a monetary perspective, if I ever return to work in Australia I will have to take at least a 50% pay cut because I will have to perform the duties of a comparatively mundane position (to the one I have now).  In other words, Australian business (in my industry at least) does not utilise the skills of its experienced and knowledgeable people - because it hasn't learnt how to delegate.

 

This seems to be a similar problem experienced by other expats living overseas but in a wide variety of occupations so the problem is expressed slightly differently by each individual.  The combination of "over qualification" combined with the small market makes it impossible for us to return although I am Australian and proud of it.  Like many expats I continually extol the virtues of Australia - the beaches, the bush, natural beauty, the wine etc.

 

My intention is to return, on retirement, and I retain a property in New South Wales, although I am unsure whether my children will eventually settle back in Australia.  Indeed, when my children finish school they will both speak fluently,  at least 2 and possibly 3 languages and opportunities will be bountiful for both of them.  There is a danger, I believe in that we expat Aussies and even our families, could leave forever and the training and experience we gain will be lost to Australia.

 

One of the influences in our original decision to leave Australia was the opportunity for our children.  I firmly believe that Australian schooling does not provide enough emphasis on second languages and international study - all children get some exposure in early schooling and most then concentrate on the "three R's".  I am not up to date, but I wonder how many Australian schools provide the International Baccalaureate in the syllabus and how many universities see it as an advantage for entry.  It is probably about time that governments recognise that the language we speak is a second language to our main trading partners in South East Asia and is barely spoken in China, our future largest trading partner.  There is an urgent need for Chinese studies to be a standard in Australian schools - not just the language!

 

It would be impossible to provide such a submission without referring to the tax system in Australia.  In Hong Kong I receive a base salary and a guaranteed bonus each year (enough to pay the tax for the prior year) as Hong Kong charges income tax, but at a much lower rate than in Australia.  

 

All other forms of remuneration are not taxed i.e. car allowances, housing allowance,  air fares home once per annum,  school fees, performance bonuses etc.  I am permitted an entertainment allowance (not taxed) and when I travel I receive a daily allowance (not taxed) and all expenses are rebated (not taxed). I can remember when the then Labour Government introduced the FBT how senseless I thought it was and now, having a more worldly view, I am convinced of it's pervasive constrictive effect.  Not only does the FBT dampen incentive but when I tell my fellow workers about filling in forms to allocate entertainment expenses for FBT purposes, they laugh rather loudly.  

 

I suppose many people in Australia will say that the tax system that I enjoy makes me privileged and many will be envious, and even angry.  The fact is that in a global sense, Hong Kong is not considered to be a low taxing country.  I wonder what makes Australia so different to the rest of the world in this regard - we are paying a premium for the beaches, the bush and the beautiful scenery, maybe.  When international taxation comparisons are made,  Australians (whether government or the press) always trot out comparisons with other high taxing countries to convince the public that we are internationally competitive.

 

The current Liberal Government has had plenty of opportunity to reshape the tax system and has done little, but perhaps it has excuses - i.e. a system of government that does not provide the governing party the freedom to make change.  The GST is a first step but for the states to hang on to their tax base via various duties (not just stamp duty on housing) is laughable also.  The laughs get louder when I tell my fellow workers that any increase in pay will be halved because of the income tax rate on salaries over A$50k (thereabouts).  And the belly laughter gets stronger when I explain that tax is charged on savings account interest and on pension fund earnings. But when I talk about negative gearing and other avoidance methods, the laughter changes to puzzled looks.  The Australian taxation system is one that has crushed incentive and has led to a whole industry built around tax avoidance.  What a pity that some of the best financial and legal brains in Australia are used in finding out ways to avoid tax.

 

But I have realised that the ridiculously high tax regime in Australia is not the underlying problem, rather it as a symptom of a greater disease.  I have realised this just recently from living overseas and from reading some of the short extracts published in the Australian newspapers - submissions to this enquiry.  The tax system is part of a general disincentivisation for specialists, professionals and semi-professional people in Australia.  This lack of incentive is certainly seen in taxation but also in the market size and therefore the local opportunities are limited.  It is apparent in certain industries (I used to think my own position was unique) and it is glaringly apparent for women in business development and career advancement.  The disease - "incentive removal syndrome" - defined as a chronic condition, characterised by high taxation and therefore avoidance, low pay for experienced professionals,  nepotism in management,  a lack of women in management positions and non-delegation by senior execs - often leading to immigration or death financially.  The cure - well that's what this inquiry is about I hope.

 

In the international company I now work for I am recognised as a key manager for increasing profitability and I have boundless opportunities both worldwide in other management positions or for promotion in a similar role - I have incentives and just have to perform.

 

Phil Wilson

 

