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Purpose
This submission addresses primarily four of the six terms of reference from the Victorian perspective:
(a) The extent of the (Victorian) diaspora;
(b)  The variety of factors driving more Australians (Victorians) to live overseas;
(c) The costs, benefits and opportunities presented by the phenomenon; and

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

This submission:

· Outlines Victorian policies that relate to the expatriate population;
· Briefly identifies the extent of the Victorian diaspora and the issues faced by these expatriates, as highlighted in a survey carried out by the Victorian Government in 2002;
· Discusses specific programs and initiatives focused on supporting expatriates and repatriates in the science and technology area, namely the Victorian Expatriate Network (VEN) and the Victorian Endowment for Science, Knowledge and Innovation (VESKI); and

· Provides recommendations for further research and policy development.

Introduction

It is a growing phenomenon that skilled workers are moving freely within the global economy and that people with particular skill sets are in high demand, particularly in the science and technology sector.  This international movement of highly skilled labour has both positive and negative impacts on source and destination countries, as summarised in the table below.

Like most countries in the OECD, Australia is both a source and destination country. This factor influences Australia’s and Victoria’s economic, population and migration policies.

Table:    Impact of the international mobility of highly skilled labour on destination 
               and source countries

	Effects for destination countries

	Advantages:

· Gains in skills, “brain gain”,
· Increase in stock of human capital and international dissemination of knowledge,
· Increased productivity and economic growth,
· Reduction of labour shortages, addressing ageing labour force problems,
· Tuition fees from overseas students benefits universities concerned, and graduates form potential skilled migrants.


	Disadvantages:

· May postpone labour market problems only in the short and medium term,
· Have to address longer term investment in vocational and skills training to achieve longer equilibrium of the labour market.



	Effects for source countries

	Advantages:

· Improved provision of technological skills due to return migration,
· Promote investment in training in sending countries,
· Remittances from overseas aid households and the economy.


	Disadvantages:

· Loss of skilled workers and human capital,
· Permanent loss of skilled workers, and long term adverse effects on economic growth,

· Possibility of employer discrimination.




Adapted from: OECD (2002) International Mobility of the Highly Skilled, Proceedings of a Seminar, OECD, Paris, 
                          Introduction pp 7-10.
Victorian Policy- Science and Technology 
A critical driver of economic growth is innovation.  This has been recognised worldwide and is seen as the most important factor in economic growth in nations such as the United States and Britain. The Victorian Government has recognised and responded to this driver by developing a Whole-of-Government policy on innovation.  As part of this policy the Victorian Government has invested over $900 million in building Victoria’s innovation capabilities.  Key components of this include developing a world class infrastructure, an innovative culture and a strong skills base.

Central to an innovative economy are the people.  The Victorian Government is committed to building a strong skills base to support the innovation economy.  The government is achieving this by focusing on keeping and attracting talented workers and by investing in education and training.
The Government is also building Victoria’s innovation capabilities through programs like the Science, Technology and Innovation Initiative, which has supported the development of a number of globally competitive projects.  Projects supported through the initiative include the National Stem Cells Centre, Neurosciences Victoria, Bio21, the Collaborative Optical Leading Testbed (COLT), the Australian Mathematical Science Institute (AMSI), the Centre for Energy and Greenhouse Technologies and the National Synchrotron facility.  

Victoria’s investment in these projects is helping to create an environment that will attract back skilled expatriates.  This environment has already supported the return of high profile people such as Nobel Laureate Professor Peter Doherty and Dr Stephen Livesey now chief scientific officer with the National Stem Cell Research Centre in Melbourne.

Victorian Policy - Population
The Victorian Government believes that strong population growth throughout Victoria is important for the State’s continued economic prosperity. Strong population growth has been a factor in Victoria’s recent strong population performance. The projected decline in 'natural increases' in the population (a result of Australia's ageing population and declining birth rates) amplifies the importance of skilled migration as a driver of strong population growth in future years. 

To this end, it has set a number of population targets including:

· Achieving a total population in Victoria of 6 million by 2025;
· Population growth in regional Victoria of 1.25% per annum by 2006; 

· Establishing a planning benchmark of an additional 1 million people living in Melbourne by 2030; and
· Increasing Victoria’s share of skilled migrants to Australia from 18.7% in 1998-99 to a projected 25% in 2004/5.

The Victorian Government believes any measures that would encourage return of expatriates should be considered as they would support its efforts to attract skilled people to Victoria.   
The extent of the Victorian Diaspora 
The Department of Foreign Affairs and Trade estimates that there are around 860,000 Australian citizens living on a long-term or permanent basis in other countries and an additional 265,000 ‘visiting citizens’ or persons overseas on a shorter term basis (Hugo et al 2003). Of this total, an estimated 350,000 are from Victoria (Southern-Cross-Group survey 2002/03). 

A survey was carried out by the Victorian Government in 2002 to validate anecdotal evidence about issues associated with expatriates and to provide data to further refine Victorian expatriate initiatives.  The 450 survey respondents were drawn from membership of the Southern Cross Group, an expatriate support network based in the United States.  

Key findings include:

· 84% indicated that they are considering returning to Australia; of this group, 34% expect to do so within the next two years;
· 62.6% listed their career as the reason for leaving Australia and 31% listed family reasons;
· 19% of those intending to return plan to set up their own company in Australia, 17% will seek management positions, 12% will seek jobs in areas in information and communications technology, 7% in the venture capital/finance area, and 6% in academia; and
· If they return to Australia, 81% would like information on working conditions/salary in specific industries, 77% want a guide to taxation and 75% real estate relocation area information.

Issues raised by respondents include:

· Ignorance of the opportunities and developments that had occurred during their absence from Australia;
· A lack of well established, co-ordinated networks in Australia in both business and social;
· The disincentive of paying taxes in two countries;
· A lack of critical mass in Victoria in some fields due to the size of the domestic market; 
· Australian business culture’s perception of ‘failure’, which decreases support for entrepreneurs; and
· The ‘tall poppy syndrome’ on return to Australia having achieved success overseas.

Victorian expatriate programs and initiatives in the science and technology sector
The Victorian Government recognises that expatriates are a valuable knowledge resource and that maintaining links with the expatriate community is crucial.  In addition, the repatriation of high calibre Australians often provides the focus and recognition needed to attract other expatriates back to Victoria and to build local skills capability.
The economic impact of attracting high calibre individuals has been demonstrated in a number of studies.  For example, research by Zucker et. al (1994, 2001)
 has shown that there is a strong link between firm location and collaborating “star” scientists. Furthermore, they found that those companies linked to a “star” scientist have an eight per cent higher market capitalisation.
To capitalise on these opportunities, and utilising the findings of the expatriate survey, the Victorian Government developed two specific science and technology programs for expatriates.  These programs are indicative of the types of activities that can support expatriates and facilitate their continued contribution to Australia.
a. The Victorian Expatriate Network (VEN)
Launched in June 2003, VEN is an active network which develops links between Victorian networks and expatriates.  VEN aims to facilitate international collaborations, business opportunities, and knowledge exchange between Victoria and expatriates in their adopted homes.  By keeping expatriates connected with the Victorian science and technology sector, barriers to repatriation are also reduced.
b. The Victorian Endowment for Science, Knowledge and Innovation (VESKI)

VESKI is an incorporated body, which has received seed funding from the State government.  VESKI aims to develop programs to leverage expatriate expertise by partnering institutes, organisations and companies through collaborations aimed at attracting the return of talented expatriates working in innovation.
Recommendations for further research and policy development
The Committee for Economic Development of Australia (CEDA) Information Paper by Hugo et al (2003) Australia’s Diaspora: its size, nature and policy implications, provides an overview of the distribution of the Australian expatriate population in overseas countries, and describes the socio-economic profiles of a sample of about 2,000 respondents. The report also identifies ways in which the expatriate community may benefit Australia.

The Victorian Government supports in principle the recommendations for further research and policy development made in the CEDA report.  
In particular, support is given to recommendations that:
· Sophisticated labour market analysis addressing the extent to which immigrants are good replacements for Australian emigrants in key strategic areas be undertaken; such research may identify specific skills needs in specific industries and would inform the development of targeted programs;
· There is a need to fully investigate the financial dimensions of expatriates maintaining linkages with, and returning to, Australia, including examination of barriers that prevent their transferral of superannuation, income and assets to Australia without suffering substantial losses through taxation; and 
· The Australian Government develop a national diaspora/expatriate policy including:

· mechanisms for the greater inclusion of the diaspora into the national culture and the encouragement of the expatriate community to identify with and be involved in Australia;
· the protection of the security and the rights of Australians while they are living outside the national boundaries;
· increasing the strength of linkages between the diaspora and Australia, especially business and research linkages; and
· increasing the involvement of the diaspora in the national economy, and the
       facilitation and encouragement of return migration.
In addition to supporting the CEDA recommendations, the following recommendations are made:
· That research be undertaken to measure the economic benefits to the Australian economy of returned expatriates as well as the economic impact of partnerships and collaborations formed between Australian companies/institutes and Australian expatriates overseas.  This information will inform the development of initiatives such as VEN;
· That strategies be developed to identify Australian expatriates with the right skills and abilities to promote Australia overseas, ie as quasi ‘ambassadors’; and
· That the Australian Government examine the feasibility of using the Victorian Expatriate Network as a model for a national network.

� Zucker, L.G., Darby, M.R. and Armstrong, J.S. (1994), ‘Intellectual Capital and the Firm: the Technology of Geographically Localized Knowledge Spillovers’, National Bureau of Economic Research Working Paper 4946; and Zucker, L.G., Darby, M.R. and Armstrong,  J.S. (2001) ‘Commercialization Knowledge: University Science, Knowledge Capture, and Firm Performance in Biotechnology’, National Bureau of Economic Research Working Paper 8499.
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