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The rise and rise of China:
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community in PNG
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Introduction

In this chapter, I will be looking at the Chinese community in Papua New
Guinea (PNG), with references to the changes during the past decade (2010—
2020). It will be based largely on my earlier work (Chin, 2008), which was
published in 2008; in a sense, this chapter is an update of the essay. The
central argument I make in this chapter is that while China and mainland
Chinese were moving into PNG in the early 1990s and early 2000s, in less
than two decades the mainland Chinese have become a dominant economic
and political force in PNG.! The mainland Chinese in PNG have taken
a leadership position among the PNG Chinese community and have also
become the second most influential external player in PNG politics after
Australia. This situation is unlikely to change for the foreseeable future and
China’s pole position will be tied to the rise of China in the world and China’s
position in the South Pacific.

1 In this chapter, China is used as shorthand for the People’s Republic of China (PRC).
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Summary of the 2008 article

In my earlier article, I made the distinction between the ‘old” and ‘new’
Chinese. The ‘old’ Chinese were basically the PNG-born Chinese (PNGBC)
who were in PNG at the time of Independence and had lived in PNG for
several generations. Their spiritual ‘home’ was Rabaul, East New Britain
Province. Almost all were Christians, and they used English as their primary
language—they seldom used dialects, even among themselves. They sent
their children to Australia to study, and many took out Australian citizenship
in the decade after Independence. At least one member of the family
would hold PNG citizenship so that their businesses could be classified as
‘national’. They took pride in long-term relationships with nationals and in
playing a major role in community affairs (fundraising for charities, church
activities, etc.) and fostered close relationships with PNG politicians, who
generally saw, and continue to see, them as part of PNG society.

On the other hand, the ‘new’ Chinese consisted of two key groups: Southeast
Asians (mostly Malaysians, Indonesians and Singaporean Chinese) and
Northeast Asians (mostly mainland Chinese and a small handful of
Taiwanese and Koreans). The most important and influential among the
‘new’ Chinese were undoubtedly the Malaysian Chinese, with Rimbunan
Hijau (RH) as their flag-bearer. Almost all the logging and timber-related
businesses in PNG were dominated by RH. RH also began to diversify in the
late 1990s and early 2000s into non-timber business, the most prominent
being 7The National, an English daily newspaper. The Malaysian Chinese
and the Indonesian Chinese dominated the wholesalers/retail network.

The mainland Chinese were not prominent in the late 1990s. Although
they had started coming to PNG, their numbers were still relatively small,
and they kept a low profile. A greater number began to come in the 2000s,
after Chinese state-owned-enterprises (SOE) began to set up operations.
It was during this period that the mainland Chinese small traders began
to appear in large numbers and started to flood the market with cheap
Chinese products. The mainland Chinese were the biggest group setting
up illegal businesses in ‘reserved” business such as kai bars.? Many of these
small traders are from mainland China and would be classified as people

2 Tok Pisin term meaning a cheap, takeaway food bar. They usually sell other products such as cigarettes
and snacks.
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from the lower socio-economic strata. As they are already operating an
illegal ‘reserved’ business they are more likely to pay bribes and deploy
other illegal methods.

The main observations I made in the 2008 paper were, first, that the PNG
Chinese community, both ‘old’ and ‘new’, were the biggest beneficiary of
the sell-off of white businesses after Independence and after the dramatic
fall in the value of the kina in the 1990s. My second observation was that
RH was the most influential political player among the ‘new’ Chinese. They
were able to reach the highest echelons of the PNG Government and even
influence the appointment of cabinet ministers, essentially via bribery and
inducements (see Barnett, 1989; Gabriel & Wood, 2015). They were able
to protect the interests of their business because so many PNG politicians
were in their pocket. The model of mixing politics and business was nothing
new to RH as this was what the Tiong family, who owned RH, had done
for decades in their home state of Sarawak in Malaysia. For years, members
of the family held positions as members of the Malaysian Parliament and
senators (Chin, 2006). My third observation was that the ‘new’ Chinese had
become the biggest investors outside the oil and gas sectors. Without them,
the PNG economy would have very limited investment outside the oil and
gas sectors. Fourth, I observed that most of the ‘old” PNGBC do not see
a future in PNG. The volatile politics, law and order issues, depreciation
of the kina and the reluctance of the younger generation to take over the
family business caused many to take the attitude that PNG was a place to
make money to support their families in Australia. My final observation was
that, generally, the PNGBC and the Southeast Asian Chinese do not like
the mainland Chinese. They see them as competition but more seriously,
they see the mainland Chinese as destroying the long established friendly
‘PNG Chinese national’ social networks and relationships.

The 2020 scoreboard

If T were to present a succinct summary of the Chinese community in the
past decade (2010-2020) and compare it to my 2008 study, it would look
something like Table 4.1.%

3 Like my earlier study, getting precise, or official figures, is close to impossible. The data and analysis
presented in this chapter are gathered through a combination of interviews, informal chats, personal
communication and observations of online chats, and from my extensive personal contacts among the
PNGBC, Southeast Asian Chinese, Mainland Chinese and knowledgeable nationals. I have also spoken
to several long-term PNG-based Australian professionals. I have tried to verify the information given
and will only include data that I believe to be true or that were collaborated by more than one source.
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Table 4.1 Scoreboard

Big winners Mainland Chinese

Holding pattern with some growth Malaysian and PNG-born Chinese

Holding pattern Southeast Asian Chinese (mostly Indonesian
and Singaporeans)

Newcomers South Asians (mostly Indo-Fijians
and Bangladesh)

Source: Compiled by author.

The big winners are the mainland Chinese. They have now cemented their
position as the most influential group among the Chinse community in
PNG, both in politics and the economy. Almost all the big deals have their
input, including government projects. They are actively aided and directed
by the Chinese Embassy in Port Moresby.

The second group managed to hold on to their business and experienced
some growth in the past decade. These are mainly Malaysian Chinese
businesspeople and the PNGBC community. They have been in PNG for
decades and, as much as possible, have refused to sell out to the mainland
Chinese.

The third group consists of those who managed to hold on to their assets
but have not really expanded their businesses in the past decade. This is true
for the Indonesian Chinese and especially true for the Singaporean Chinese.
The main reasons for this are the intense competition from the mainland
Chinese and because they have not made any new investments.

One interesting, and unstudied group, that is making a mark on the local
PNG economy is South Indians. Although they are not Chinese, I have
added them here for the simple reason that they are part of the larger Asian
diaspora. In the past decade, they have made their presence known in
Chinese business circles. They are mainly Bangladeshis and Indo-Fijians.

I develop my discussion regarding the Chinese community in PNG below.
Section 1 deals with the mainland Chinese and Section 2 deals with the
other Chinese groups.
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Section 1: The rise and rise of
mainland Chinese

The mainland Chinese, as I argued above, are now the undisputed ‘big man’
among the Chinese community in PNG. To understand the community,
it is best to divide them into two segments—the officials and the non-officials.

The ‘official’ mainland Chinese

First, the officials are mainlanders who are directly linked to the Government
of the People’s Republic of China. Here I am referring to staff at the
Chinese Embassy and staff at Chinese state-owned enterprises (SOEs) that
operate in PNG. Beijing sees SOEs as an extension of the state apparatus
under its ‘military-civil fusion’ and SOEs are required to support China’s
official policy and goals (Weinstein, 2021). At present there are at least 40
Chinese SOEs operating in PNG. At this official level, most of what they
do is based on what Beijing wants from PNG and the wider Pacific. Their
role is primarily to expand China’s influence via political and economic
means and to try to create a dependent economic linkage between these
economies and China.

So, what does China seek from PNG? I would argue that China is aiming
for the following (in no particular order):

1. 7o drive PNG away politically from its traditional ally, Australia. Given
the traditional closeness between PNG and Australia, China sees
Australia as a direct competitor and a hindrance to its moves to gain
influence in PNG. This is especially true in recent years, with Beijing
accusing Australia of ‘anti-China’ hysteria and of promoting ‘anti-
China’ sentiments worldwide (‘Beijing Accuses Australia of “Whipping
up Anti-China Sentiment” 2019; Johnson & Detsch, 2021). Beijing is
especially unhappy with Australia constantly telling the PNG political
class that China cannot be trusted, and Australia’s increased aid to PNG
is seen as a countermeasure to stop PNG from getting close to China
(Mcllroy, 2019). China is also unhappy that Australia claims PNG as
‘our patch’.

2. 10 bring PNG under China’s orbit, especially in the economic arena. China
wants PNG to be under its influence in the medium term and, in the
long term, seeks PNG dependence on China in the economic arena,
which it thinks will translate into political influence. In the past decade,
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China has been in competition with the US, New Zealand and Australia
to see who can sway the small Pacific states (K6llner, 2021). China sees
PNG as a big diplomatic prize as it is the largest and most influential
Melanesian country and can indirectly influence the rest of the South
Pacific. In fact, China sees the entire South Pacific as a low-risk, high-
yield opportunity in terms of diplomatic votes in the international arena
(Barker Gale, 2019).

1o block Taiwan’s interests in PNG. Blocking Taiwan from making
any headway in PNG and the wider Pacific is a long-term Chinese
goal. Beijing has always been unhappy with Taiwan’s move to seck
recognition as an independent state via diplomatic moves around the
world and has spent enormous resources to isolate Taiwan diplomatically
(Zhang, 2019/20). In PNG’s case, the Chinese are worried about PNG’s
volatile political climate. In the 1990s, PNG contemplated changing its
diplomatic recognition from Beijing to Taipei in return for economic
aid and direct bribes to senior PNG politicians. In 1999, a serious
attempt was made by Prime Minister Bill Skate to diplomatically
recognise Taipei as the government of China.* It was reversed quickly
by the next prime minister, Sir Mekere Morauta. Nearly a decade later
in 2008, Taiwan spent close to US$30 million trying to lure PNG into
recognising Taipei. When this was exposed, Taiwan’s foreign minister,
James Huang, Deputy Premier Chiou I-jen and Vice Défense Minister
Ko Cheng-heng were forced to resign. The money was never recovered
(‘Taiwanese Officials Resign over Papua New Guinea Scandal’,
2008). It is widely believed in Port Moresby circles that in both these
attempts, Taiwanese businessmen and PNG fixers were involved and
large amounts of money were paid in bribes. Taiwan has maintained
an active trade office in Port Moresby since the 1980s and, for many
years, the Taiwan representative and the Chinese Embassy have been
involved in childish diplomatic games. For example, on the ‘double ten’
(October 10), both the Taiwanese and the Chinese Embassy will hold
formal gatherings, forcing members of the PNG establishment and the
diplomatic community to ‘choose’ which reception to attend.” China
knows that PNG can, at any time, turn towards Taipei if a desperate
situation arises, or if another leader like Bill Skate comes along and can
be easily bought.

Brissenden, Michael. (1999, July 7). Skate announces resignation in wake of diplomatic deal. ABC

Radio National. web.archive.org/web/20170512150620/www.abc.net.au/pm/stories/s34383.htm

5

October 10 is the date of the Taiwanese National Day.


http://web.archive.org/web/20170512150620/www.abc.net.au/pm/stories/s34383.htm
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4. To make sure Bougainville is China-friendly. China is watching the
Bougainville independence process carefully. They want to ensure that,
if Bougainville becomes independent, it will be China-friendly from day
one and follow the ‘one China’ policy. The strong push to ensure that
Bougainville is on China’s side is also linked to the fear that if China
does not take an active role, Taiwan may step in and gain diplomatic
recognition.

5. Security and military interests. Part of China’s push into PNG is driven by
security and military interests. China wants to replicate the US model
of having a chain of military bases around the world and PNG offers
plenty of opportunity due to its strategic location. PNG lies just north
of Australia and the strategic planners in Beijing see Australia as part of
the Western bloc that is inherently hostile towards the rise of China.
Over the long term, if China can secure PNG, then PNG can act as a
natural buffer to any Australian/US military operations in the South
Pacific. Australia (and the US) already have access to the Lombrum base
on Manus Island and Australia maintains intelligence listening posts in

PNG (Dorling, 2013).

6. Implementation of China’s Belt and Road Initiative. Although the original
Belt and Road Initiative (BRI) did not include the South Pacific, this
was quickly changed, and China is signing up nations from the South
Pacific for Xi Jinping’s signature policy. Peter O’Neill signed up for the
BRI in Beijing in 2018, which officially made PNG the second Pacific
nation to sign up after East Timor. Thus far, ten South Pacific nations
have signed up for the BRI, much to the discomfort of Australia.
Australia’s consistent narrative to small Pacific states is that the BRI

can lead to a ‘debt trap’, a narrative that Beijing obviously does not like
(Rajah et al., 2019).

To ensure that these goals are met in practice, the Chinese are involved
in a major drive to win PNG infrastructure projects. For example, all the
main contracts for the Magi Highway project, funded by the World Bank
and Asian Development Bank, and rehabilitation and improvement of the
existing highway link were won by Chinese companies. The Metallurgical
Corporation of China (MCC) is building the first stretch of the highway,
while China Wu Yi is building the second section and China Harbour
Engineering Company (CHEC) is building the third. The major expansion
and upgrade project at Momote Airport on Manus Island was won by
CHEC. All these companies are Chinese SOEs. According to a recent
analysis, three-quarters of all contracts have gone to Chinese companies,
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most notably the China Railway Construction and Engineering Group,
an SOE (Wall, 2020). Chinese SOEs are offering to open Bougainville
mines in the future, while Chinese SOEs already operate the largest mine
operation in PNG, the Ramu project. The Ramu project, due for expansion,
is operated by the MCC.

A big push is also underway in the fisheries sector. In December 2020,
the Fujian Zhonghong Fishery Company, a Chinese SOE, signed a
memorandum of understanding with the Papua New Guinea Government
to build a US$204 million ‘comprehensive multi-functional fishery
industrial park’ on the island of Daru under its BRI. Daru is in the Torres
Strait and shares a porous border with Northern Australia (Cluff, 2020).
In the financial sector, in August 2020, the Bank of China established
a representative office in PNG, allowing the Chinese a direct entry into
PNG’s financial system, although the Bank has been in the country since
2019 (Kenneth, 2019).

The rise of China and competition with Australia also means that the
Chinese Ambassador to PNG is behaving more aggressively when it comes
to blatantly pushing for Chinese interests. Part of it is public diplomacy to
show the community that China is capable of upstaging Australia but, more
importantly, the Ambassador is sending a clear signal that China’s move to
bring PNG under its influence is working. I will give several examples of
such behaviour.

In July 2020, the UN Human Rights Council voted on a resolution on
China’s crackdown in Hong Kong. To the surprise of many, including the
US, the UK and Australia, PNG joined 52 other countries in supporting the
resolution that effectively endorsed China’s position on limited free speech
and freedom of assembly in Hong Kong. Even some in the PNG Foreign
Ministry were surprised by the vote. It was revealed only later that the
Chinese Ambassador had directly lobbied Patrick Pruaitch, PNG’s foreign
minister. The foreign minister decided to support China without deferring
to the rest of the government (personal communication, October, 2020).

During the 2020 Independence Day celebrations, the Chinese Ambassador
purposely did not attend one official function because he was unhappy
that the PNG Government was too slow in approving the permit for the
Ramu 2 project, which will benefit Chinese SOEs and further cement
the Chinese role in the mining industry. During the inauguration of
Ishmael Toroama, Bougainville’s newly elected president in October 2020,
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the Chinese Ambassador forced his way into a meeting with Toroama
despite earlier advice that it was against protocol (personal communication,
October, 2020).

In the 2018 Asia-Pacific Economic Cooperation (APEC) meeting held
in Port Moresby, China showed its diplomatic power when it ensured
that APEC was unable to issue the usual joint communiqué (Dziedzic &
Whiting, 2018a, 2018b). PNG, as the host, was put under tremendous
pressure to not allow the joint communiqué and instead was pushed into
issuing a ‘chairman’s statement’ by the Chinese side. Anyone attending the
summit would have had no doubt that it was the Chinese who were running
the ‘show’. This was the first APEC meeting where a common communiqué
was not issued; a highly significant event. The dominance of the Chinese
in the APEC meeting was unmistakable. A Chinese arch was built in front
of The Stanley Hotel, the most prestigious hotel in the country, and the
entire lobby of the hotel was decorated with Chinese lanterns. Delegates
from other countries staying at the hotel were left in no doubt about which
country was the most important player at the summit.

In the past decade, China has also consistently offered the PNG Government
capital and technology. The PNG Government finds it difficult to turn
down some of these offers as their traditional ally, Australia, often cannot
match the Chinese offers (PNG Ignores Australia’, 2019).

The ultimate aim of the Chinese in PNG is to secure PNG natural resources
and to ensure that PNG is diplomatically on the Chinese side on major
issues. The Chinese see PNG and Fiji as the two most important countries
in the South Pacific to influence as they perceive these two countries as
the main thought-leaders for the South Pacific Forum and the Melanesian
Spearhead Group.

One potential problem for China over the long term is when the Chinese
economy slows down and China no longer has the excess financial resources
to be generous with PNG and other Pacific states. There may be other
competing regions for China’s influence, such as Africa and Latin America,
that may redirect some Chinese financial aid. How this will impact China’s
relationship with PNG and the Pacific remains unclear.

6 Due to the Chinese decorations and adornments, it was suggested that some observers might have
been mistaken that it was a PNG—China meeting rather than an APEC summit (personal communication
from a PNG businessman who attended the summit, October 2020; see also Katharine Murphy (2018).
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The ‘non-official’ mainland Chinese

Here I am referring to the thousands of mainland Chinese who are
permanent residents in PNG.” Some are legal (holding proper employment
permits) while others are not (holding non-employment permits or
having overstayed). The overwhelming number in this group are small
traders who came to PNG to seek their fortune. The majority come from
Fujian Province.

They are mostly migrants who had limited or no English language ability
when they arrived in PNG, who have little capital and, perhaps most
importantly, are willing to break the laws on business and employment.
PNG ‘reserved business’ law restricts small businesses, such as kai bars and
sundry shops, to PNG nationals. These small-time Chinese traders will
often run these reserved businesses using the name of a PNG national who
actually holds the licence and other paperwork. On top of this, many such
Chinese traders regularly cheat on their goods and services tax commitments,
and some deal with stolen or pirated goods.®

Although they are not part of the official group, they are generally in
agreement with the Chinese Embassy when it comes to the aims described
above. They are proud of China’s status as a rising superpower and want to
see PNG under the influence of China. They see Xi Jinping’s China Dream
as the way forward for a better world. They buy the argument that PNG’s
long-term interests lie in closer ties with China rather than with Australia,
New Zealand and the West.?

Generally, they see PNG as an easy place to make money. Many of them
hold the view that PNG offers a lot of opportunities because there are ‘so
much natural resources’ and there is limited or no competition from the
PNG business class. They think their biggest advantage in doing business
in PNG is the informal Chinese ‘ecosystem’” where everything can be done
internally with other mainland Chinese (see also Hayes, this volume).
This includes procurement, short-term business loans, bureaucratic

7 ltis impossible to get precise figures but several of my informers tell me there are at least 15-20K
mainland Chinese in PNG. Some are legal, others are illegal.

8  This was told to me by many businessmen who dealt with these small Chinese traders. To be fair,
the other Chinese businesses, such as the Southeast Asian Chinese and PNGBC, also cheat on their GST
and minimise their tax, but not as blatantly as the mainland Chinese.

9 This section of the chapter is based on conversations with several Chinese traders in PNG and
Southeast Asian Chinese traders who deal with them.
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approvals and sometimes mediation if there is a conflict. In other words,
this ecosystem is designed to shut out non-Chinese traders by default. An
example is the following message in a private PNG Chinese WhatsApp
group, which demonstrates the concerns raised by other traders over such
practices (see Figure 4.1)."

Most of you are not running a business and don’t know PNG has lost retail to
Chinese immigrants already.

They are 100% in reserved businesses but we don’t enforce the existing laws.

PNG hands out citizenship to them too easily. Just look at what they really
contribute back once they become citizens or still sending their profits to their
original home.

How can any PNG SME compete against the Chinese “family” network?

Just last week one of them came to my office and asked for a deal on biscuits.
He had K1.5million in CASH to pay.

K1.5million cash which is not banked or captured by IRC.

| said he never brought that amount before and he would just take business away
from the existing loyal wholesalers.

He said all the other Chinese shops will support him because they are “family”.
The dragon is growing and there is no solution on how to fix it.

Over to you PNG Government! [pers. comm. 27 October 2020].

Figure 4.1 Message from the ‘On Transformation PNG’ WhatsApp group
Source: James Chin.

Many of these mainland Chinese traders do not intend to live in PNG
for the long term but rather plan to use PNG as a transit point to move
elsewhere if they can make enough money. Their preferred destination is
North America with Australia and New Zealand as the second choice.

Worldviews

I would argue that the world view of official and non-official Chinese based
in PNG, regarding the country and its nationals, is mostly negative and often
racist. The same is true of their views about PNG’s traditional links with
Australia. They see PNG and the wider Pacific as ‘uncivilised” peoples who
were deliberately ‘underdeveloped’ by Australia and the West. In their world
view, China offers a better model of development; some referenced China’s
development aid to Africa as an example of failed Western development that
is being corrected by the Chinese model.
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When asked what the biggest hindrance to PNG’s development is, some
expressed the view that PNG does not really understand capital and the
capitalist system. They find it astonishing that only three per cent of PNG’s
land is made available for commercial use'® and do not understand why the
government does not change the system to allow more land to be used as
capital and commercialised."

One interesting aspect is how official and non-official Chinese explain
racism and anti-Chinese sentiment in PNG. They blame anti-Chinese
rhetoric on Australian influence in PNG and ‘misunderstanding’ by PNG
nationals. In their view, Australians living in PNG cannot survive the
competition from Chinese traders and thus are encouraging these anti-
Chinese sentiments (Braddock, 2020). They think cultural differences and
miscommunication are to blame for the PNG nationals’ hostility. One
mentioned that the differences are due to PNG nationals ‘work ethic’,
which leads to hostility towards the Chinese.'” They also hold the view
that anti-Chinese sentiment will decrease once PNG understands that only
China can bring development to the country and that Australia is unwilling
or unable to subsidise PNG over the long term.

Projections of soft power

In the past decade, the Chinese have tried hard to boost their public profile
in PNG. Many of these efforts are co-ordinated by the Chinese Embassy.
The ‘soft’ approach is undertaken by two organisations that actively promote
China—PNG ties: the PNG-China Friendship Association and the PNG
Chinese Association.

The PNG Chinese Association is led by Lady Ni Yumei Cragnolini,
a controversial Chinese woman who has lived in PNG for several decades.
She was married to Sir Luciano Cragnolini, who runs a successful
construction business in PNG. She is known to be very close to former
prime minister Peter O’Neill and was appointed by him to the National

10 Approximately 97 per cent of land in PNG is held under customary principles of landownership.
This means it is not titled and cannot be sold or leased to an investor. If a businessperson wants to access
customary land, it is generally the government that is required to arrange a lease from its traditional
owners. Identifying who are the traditional owners is a big issue that can stop or delay development and
key infrastructure projects in PNG (see Gosarevski, Hughes & Windybank, 2004).

11 Strictly speaking, the figure is likely to be slightly higher than three per cent because of special
agricultural and business leases (SABLs). A commission of inquiry into the SABLs in 2013 found almost
all to be illegal (see Filer & Numapo, 2017).

12 I constantly hear that PNG nationals are ‘lazy’ when it comes to work and do not show initiative.
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Gaming Control Board (Bagshaw, 2020). There are persistent rumours
among the business community that she is intimately involved with O Neill
and a proxy for his extensive private businesses. She was the gatekeeper
for the mainland Chinese who wanted to meet the then prime minister
O’Neill and she normally charged fees for access. She was also very good
at arranging for Chinese businesses to buy tables at fundraising dinners for
O’Neill’s party, the People’s National Congress (PNC), often at K50,000
for a table of ten. Most of the tables were purchased by Chinese businesses,
with the remaining ones bought by PNG SOEs."

The PNG-China Friendship Association is led by Lin Huanong. Unlike
the PNG Chinese Association, this organisation is part of the Chinese
Communist Party’s United Front Work, established by Beijing to promote
China around the world. Thus, it has ‘status’ with the Chinese Embassy
in Port Moresby. Many small traders joined this organisation because of
this and one of its senior members is known to have triad ties."* Senior
Embassy staff attend almost all of its functions and even provide funding
to the organisation. Hence, the organisation was in a position to donate
K1.3 million to help with earthquake relief in 2018. Befitting his status, the
Embassy’s deputy, Yao Ming, rather than the president of the organisation,
handed the cheque to Peter O’'Neill (Keneqa, 2018).

Therefore, one way of looking at these two organisations is that the
PNG-China Association is led by the more established mainland
Chinese who have lived in PNG for a long time, while the PNG-China
Friendship Association is led by the more recent arrivals and those with
less wealth. As a United Front organisation, it is certain that the PNG-
China Friendship Association takes its orders directly from the Embassy.
Nevertheless, many mainland Chinese are members of both organisations.
PNG nationals and others are also welcomed as members of the PNG-China
Friendship Association, while membership of the PNG Chinese Association
is mainly confined to ethnic Chinese.

13 Personal communication from both Chinese and PNG sources, September to October 2020.
See also Connolly (2020).

14 Personal communication, September to October, 2020. I was told this person offers ‘protection’ to
small traders, especially when it comes to issues relating to the police where he can act as the interlocutor.
Apparently, the name he used in PNG is not the name he used in China (see Kumbon, 2019; ‘Chinese
“Triad” Mobsters Arrested In PNG’, 2008; ‘PNG warned about Asian gangs’, 2010).
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Schools and scholarships

Another area where soft power is projected is in education. China provides
more than 50 fully funded scholarships to PNG students to study in
China’s tertiary institutions. These scholarships are given directly to the
central and provincial governments. Many of the scholarships also include
language training."

The most public display of soft power using education is the Butuka
Academy, a high school in Port Moresby. It was built by China Construction
Steel Structure Corp, an SOE. President Xi officially opened the school
during the 2018 APEC Summit (Bagshaw, 2020). It was supposed to offer
high quality education to the local population, given the poor state of public
education in PNG. Previously, the only other choice was international
schools where the fees are prohibitive—often more than the annual salary
of a PNG worker. Another key feature of the school was the availability of
Chinese Mandarin classes, taught by teachers from China (‘Port Moresby
School to Teach Chinese Language’, 2020). Three years on, the school is
no longer in a good shape due to poor maintenance after the fall of the
O’Neill government. It was seen as an O’Neill project and the present
government does not really want to be associated with the school. Lady Ni
Yumei Cragnolini, who is directly connected to Peter O’Neill, remains the
chairperson of the school board.

Chinese triads

One of the issues I identified in my 2008 article was the inevitable presence
of Chinese triads once the mainland Chinese community became large
enough to support their activities. Unfortunately, this prediction has come
true.'® One of the key triad leaders holds a leadership position in the PNG-

China Friendship Association and masquerades as a Chinese businessman.

15 I have been told that many of the scholarships were not taken up for various reasons. Personal
communication from a civil servant, October 2020.

16 There are scholars who disagree with my analysis of the triad. They argue these are just ‘stories’
and ‘perceptions’ (see Filer, 2013; Smith, 2013). I take a different view. Too many of my informants tell
me they exist and are able to tell me in some detail what they do, and the very nature of their operation
is hidden deep within the Chinese community. In Southeast Asian countries with sizeable Chinese
populations, they also operate in the shadows. The reason it is so hard to document their presence is
largely that they also operate legitimate businesses on top of the illicit businesses. A senior PNG writer
agreed with my views. See Kumbon, D. (2019, July 5) Asian triads undermining security, 7/e National.
www.thenational.com.pg/asian-triads-undermining-security/
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There is no way the PNG police can deal with this problem because, for the
most part, the triad has confined their criminal activities to members of the
Chinese community, including non-mainland Chinese such the Southeast
Asian Chinese. Key to understanding the triads is to acknowledge that they
are not one hundred per cent criminal enterprises. While they do offer
the traditional ‘protection’ system, they also help the Chinese community
by acting as the middlemen if there is a problem with the PNG police or
bureaucracy. If there is any violence involved, it is most likely to be confined
to the Chinese community. The unwritten modus operandi appears to be
‘working in the shadows’. This modus operandi is consistent with the way
triads work in other countries.

The PNG-based triads are probably involved in smuggling of goods,
including narcotics and cigarettes, and operating private unlicensed casinos
and brothels. These premises mostly serve the expatriate community and
the PNG elite, and thus have no contact with ordinary PNG nationals
(‘Chinese Hitmen Connected to Deported Mob Boss’, 2010).

The Chinese triads have kept an even lower profile since two particular
incidents. The first was the attempted assassination of Jason Tan,
a Malaysian Chinese businessman with extensive links to the mainland
Chinese. He was, in fact, the honorary chair of the PNG-China Friendship
Association (‘Chinese-PNG  Friendship Association Condemns Murder
Attempt’, 2010). The two Chinese mainlanders, from Fujian, who were
arrested for the attempted assassination were subsequently bailed and
promptly ‘disappeared’ from PNG (“What has happened to the Chinese
suspects in Tan shooting?’, 2010).

The second is the interview given by William Kapris, a well-known leader
of one of the most successful raskol gangs. His speciality was bank robberies
and escaping from prisons.'” He claimed that more than a dozen candidates
in the 2012 PNG elections were sponsored by Asian gangs (PNG Warned
About Asian Gangs, 2010).'"® While this may sound fanciful, he is
probably correct that Asian businesspeople donate cash and materials to
many PNG candidates. However, many of these Asian businesspeople are
not triad members. What is probable is that the triads will support one of
two candidates in the bigger towns such as Madang, Lae or Port Moresby.

17 William Kapris was murdered in 2013 by a former policeman. See Zarriga (2017).
18 The video of Kapris’ interview with the police where he made the allegations are widely available

on PNG Facebook pages.
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It is almost certain that these candidates are not aware that their ‘Chinese
friends” are triad members.” The triads are always trying to widen their
circle of influence.

Section 2: The other Chinese

In this section, I will update the status of the PNGBC, the Southeast Asian
Chinese and the new Asians.

PNG-born Chinese (PNGBC)

In my 2008 article, I wrote that the PNGBC were almost a dying breed,
with the younger generation refusing to take over the family businesses,
preferring to live in Australia and pursuing other careers. This has largely
been vindicated. My interviews with PNGBC over the past decade reveal
that many of the younger generation are still refusing to come back to PNG.
In many cases, the family holdings amount to millions in real estate, but they
still refuse to return to PNG. Their first option is always to sell, followed
by being an absentee landlord. For the older generation still running their
business, the process of consolidating their holdings is still happening while
others are quietly selling out after accepting the reality that their children
will never come back to live in PNG.

Most of the PNG Chinese businesses are holding on, while others have
experienced some expansion, building on foundations that were formed
prior to the large influx of mainland Chinese. Many of these family-run
businesses were started even before Independence in 1975. One clear
example of a PNG Chinese family-run business that managed to expand
is the Chow family, originating in Rabaul and led by the late Sir Henry
Chow.?® Their name is synonymous with the Lae Biscuit Company. What
is not widely known is that, in the past decade, their biscuit factory has
become the largest in the South Pacific and they control a sizeable share of
the biscuit market in both PNG and the Solomon Islands. Another long-
term family business is Coastal Shipping. In the past decade they have

19 I have tried, without success, to ascertain with certainty who were the 2012 candidates directly
supported by the triads. I have been provided several names of those alleged to have been supported by
the triads.

20  The history of the Chow family business is typical of many PNG Chinese family-run trading
houses. See Jackson (2017) for an obituary of Henry Chow.
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also tried to move into plantations and expand their shipping business.
The family has survived because they are constantly trying new businesses
and restructuring their existing businesses.

Another successful PNG Chinese business that managed to expand is
JJS Holdings, owned by the Seeto family. The company underwent
a restructuring, led by Irene Seeto, a daughter-in-law from mainland China.
The Seetos maintain their dominance of the wholesale trade in Kokopo.

An example of a PNG Chinese trying to sell off their business is Martin
Tsang, owner of MST Wholesale, who operates the oldest supermarket
in Madang. Martin has been trying to sell his business for the past few years,
but the only willing buyers are mainland Chinese.

In my 2008 essay, I wrote the following:

The group that the PNG Chinese detest most is the mainland
Chinese, whom they characterise as ‘con men’ and ‘uncivilised’,
which is the greatest insult in PNG. The main reasons people give
for this is that mainland Chinese have spoiled the previously good
relationship between the Chinese community and PNG nationals.
People say that before the coming of mainland Chinese PNG
nationals never killed ethnic Chinese over business affairs, but now
they are stirring up trouble by competing with nationals in small
businesses like kai bars and small retail stores. People also complain
that the mainland Chinese are corrupting the system because they
are involved in too much smuggling and have set up a market in
stolen goods. (Chin 2008, p. 125)

This remains the case. The only difference is that the PNGBC think that
the mainland Chinese cannot be stopped on their way to the top, and
that eventually, even the ‘big boys™ (Australian-owned businesses) will be
overtaken by the mainland Chinese. For them, it’s just a matter of time.

PNGBC contacts also complained that it is virtually impossible for PNGBC
or other Chinese to compete with the mainland Chinese because they do
not rely on conventional finance. They claim the mainland Chinese have
their own financial network, closed to outsiders, and prefer group buys.
What they are probably referring to are Chinese SOEs who operate based on
decisions made by Beijing and the Chinese Embassy. These Chinese SOEs
are big enough to bypass all the financial and customs barriers enacted by
the PNG authorities.
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On the other hand, the PNGBC will go into joint venture with the
mainland Chinese because they know the mainland Chinese have access
to better pricing and services in China. But the level of trust is much lower
compared to joint ventures with, say, Malaysian or Indonesian Chinese.

Overall, the PNGBC are even more pessimistic about their presence in PNG
compared to the 2008 survey. This was made clear to me when one of them
expressed the following: ‘In the future, the PNGBC, if lucky, will be the
landlord but the business will be run by the mainland Chinese” (personal
communication, October 2020).

Southeast Asian Chinese: Malaysians

The biggest and the most influential Chinese business in PNG for most of
the 1980s and 1990s was Rimbunan Hijau (RH), a Malaysian conglomerate
with extensive timber-related businesses in PNG and the rest of the Pacific
(Gabriel & Wood, 2015). Politically they were active as well, setting up
The National. There is enough evidence to suggest that they directly and
indirectly control at least half of all the timber operations in PNG. Until
recently, they were the owners of Kina Securities, which operates a bank
and, according to the company’s website, is: ‘the largest wealth management
business in PNG with over K8 billion funds under management; the
largest fund administrator, administering accounts on behalf of more than
850,000 beneficiaries whose funds total almost K14 billion; and the leading
stockbroking company’.

Because of their sheer size and deep political connections, RH has survived
and thrived in the past decade. In the 2010s, they developed Vision City,
a development that includes PNG’s largest shopping centre, cinema,
convention centre, The Stanley Hotel (reputed to be the best hotel in the
country) and private apartments (Vision City Mega Mall, n.d.).

RH remains a key player in the timber industry, but they have significantly
expanded their non-timber operations in the past decade. One could
argue they are found in most sectors of the PNG economy including
retail, accommodation, construction, food and beverage, financial services,
pharmacy, shipping, media and IT services. Again, because of their size,
they are always on the lookout for new business opportunities. In the past
decade, the company has spent a significant amount to rebrand itself as a
good corporate citizen of the country and try to whitewash its history as an
outlaw timber baron (Moussea, 2018).
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One interesting aspect of the Malaysian community in PNG is that almost
all of them come from a specific Malaysian state: Sarawak. Sarawak is
located on the island of Borneo and there were about 8,000 Malaysians
of Sarawak origin living and working in PNG in 2022. RH and all the
Malaysian businessmen mentioned in this section come from Sarawak. RH
was already a timber powerhouse in Sarawak before it ventured into PNG.

The number of new Malaysian businesspeople arriving in the past decade
has dwindled to a trickle compared to the 1990s. Many find PNG too hard,
especially if they have to compete with the mainland Chinese. The same
is true for Singaporean and Indonesian Chinese businesspeople. Hardly
any new Singaporean businesspeople came to PNG in the past decade; in
fact, the reverse has happened. Many Singaporean businesspeople have left
PNG in the past decade. Most Singapore-owned holdings in PNG now are

capital investments.

Most of the Indonesian Chinese businesses in PNG, such as Papindo
Trading and Super Value Stores, are the same ones I described in my 2008
essay. They have been able to hold on to their share of the wholesale market
and even expand into new areas.

One Malaysian Chinese businessman who went against the general trend is
Martin Poh of Borneo Pacific Pharmaceuticals (BPP). His real name is Sang
Chung Poh and he comes from Kuching, Sarawak, Malaysia. His case is
unusual. Unlike most of the successful Malaysian Chinese businesspeople in
PNG who come from the Foochow dialect group, Martin is from the Heng
Hua dialect group, but his ancestors come from Fujian.! He holds PNG
citizenship even though Malaysia does not allow dual citizenship. He was

even given a knighthood in 2007 by the PNG Government.

BPP really took off in 2013 when Poh managed to secure an exclusive
multi-million dollar pharmaceutical contract to supply the entire country.
An investigation later revealed that most of the drugs supplied were
substandard and overpriced (Cochrane, 2013; Transparency International,
n.d.). Martin Poh has a very close relationship with Peter O’Neill and
was awarded an exclusive contract worth millions to supply educational

21 The Foochow are the most dynamic business segment of the Malaysian Chinese community. They
dominate business in Sarawak. Rimbunan Hijau and WTK, another major Malaysian Chinese timber
company operating in PNG, are both owned and operated by Foochows.
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materials for the entire country. He is also involved in business ventures
with Lady Yumei Ni Cragnolini, another well-known O’Neill proxy
(see ‘Profiting from Sickness’, 2017).

Another interesting case relating to Malaysian Chinese is that of Huang
Tiong Sii. Sii, like Poh, comes from Sarawak but he is a Foochow, like the
RH group. Normally, Foochow Chinese businesspeople in PNG will keep
a low profile back in Sarawak but this is not the case with Sii. Sii, who
is involved in the PNG timber business and has links with Peter O’Neill,
used his considerable wealth generated from PNG to get elected as a state
assemblyman in his home state of Sarawak. He was elected in 2016 in the
Report State Constituency. In the 2022 Malaysian general elections, he
became an MP (member of Parliament) as well when he won the Sarikei seat.
Two weeks later, he was appointed as Malaysian Deputy Federal Minister
of Natural Resources, Environment and Climate Change (see ‘BN’s Timber
Tycoon’, 2016).

Another Malaysian Chinese worth mentioning is Simon Sia, the owner
of Bintangor Trading (Bintangor is a small town in Sarawak, where Sia
comes from). Sia first came to PNG in the 1980s to work before setting up
Bintangor Trading. In the 2012 elections, Sia stood as a candidate for the
Eastern Highlands Regional Seat after securing PNG citizenship in May
2012.2 This is highly significant given that had he won, he would have
automatically become the Governor of Eastern Highlands. Sia lost in 2012
but he stood again for the Eastern Highlands Regional Seat in the 2022
election, under the PNC party. This time he won, and he became the first
PNG MP from a Malaysian background.

South Asian

One interesting development in the past decade is the emergence of South
Indians as a new component of the Asian business community in PNG.
They were not prominent when I wrote my 2008 essay. Back then, the
small number of Bangladeshis and Indo-Fijians were mostly workers and
not business owners. Since 2010, they have become more prominent as
business owners. For example, Gerehu in Port Moresby is a notorious
suburb for crime and raskol activities. Because of the high risks, very few

22 Itis interesting to note that Malaysia does not allow dual citizenship, although this did not stop Sia
from getting PNG citizenship. For more of his background see Sia: Do things right, give back. (2019,
January 3). The National. www.thenational.com.pg/sia-do-things-right-give-back/
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businesspeople are willing to set up shops in Gerehu. New trade stores in
Gerehu and several petrol stations were established by Bangladeshis. The
Bangladeshis are also thought to be involved in people smuggling, using
PNG as a transit point to Australia (for example see EMTV Online, 2013).
The Indo-Fijians have established themselves in the pharmacy sector and
telecommunications. These Indians tend to keep to themselves and do not
have much business contact with the Chinese community. At the time of
writing, they are not seen as a business threat by the Chinese community.

Observation and discussion

While most of the observations I made in the 2008 essay remain valid today,
there are some significant changes to the contemporary Chinese community
in PNG. The biggest change, and the focus of this essay, is the massive
increase in influence (politically, economically and socially) of China and
mainland Chinese in PNG. Mainland Chinese have taken a leadership
position among the PNG Chinese community and have also become
the second most influential external player in PNG politics. Australia
and its allies, New Zealand and the US, remain the most influential but
the consensus among the PNG Chinese community is that the clock is
ticking. They think, sooner or later, China will replace Australia as the most
influential external actor in PNG politics.

While the economic boom in PNG in the later part of 2010s, generated
by the gas pipeline, was beneficial to the entire PNG economy, the
mainland Chinese companies, especially the Chinese SOEs, were the major
beneficiaries. In general, the entire Chinese business community benefited
but the mainland Chinese SOEs were probably the biggest legatee among
Chinese businesses.

In my opinion, it is almost impossible to stop the rise of China in PNG
because the official and non-official groups, as described above, operate as a
single entity with a common aim. Their work is either directly or indirectly
co-ordinated by the Chinese Embassy in Port Moresby. The Chinese
Ambassador and his staff are unusually aggressive when it comes to pushing
China’s interest in PNG. As mentioned earlier, China sees PNG and Fiji as
the two most important countries in the South Pacific, which must therefore
be brought under China’s influence. It is also interesting that China’s main
competitor for influence in both countries is Australia.
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I was partly wrong in my 2008 paper about the mainland Chinese taking
over from Malaysian Chinese. In fact, RH and selected Malaysian Chinese
businesspeople, such as Martin Poh and Huan Tiong Sii, have continued
to thrive in PNG. However, all three are not new arrivals; they have been
operating in PNG for many years. There have been few new arrivals since
2010. The business environment has become competitive with the arrival
of mainland Chinese.

It is my view that the ‘old’ PNGBC do not know how to handle the
mainland Chinese. Their relationship is complex and ambiguous. They see
the mainland Chinese as both an opportunity and a threat. They know
that in the long run they might be eclipsed by the mainland Chinese but at
the same time they know that only the mainland Chinese have the capital
to buy them out. There are some who think a genuine joint venture with
mainland Chinese is possible, although there are no prominent examples
yet. Some even hold the view that the rise of the mainland Chinese is a
good thing overall as the PNGBC suffered under racism in the past and
it is time for Australians and other ‘whites’ to experience ‘reverse’ racism.
It is very likely that the PNGBC numbers will dwindle even further in the
coming years and that eventually they may have to sell out. However, one
part of their holdings that they will not sell is real estate. The rental return
in PNG is probably the highest in the region and is at least seven or eight
times what they can get in Australia. Hence, the default thinking is that if

they eventually move south to Australia, they can depend on rental income
from PNG.

PNG national attitudes

The final part of this chapter will deal with the attitudes of nationals towards
the rise of China.”? While some PNG elites, especially those in the upper
class, hold sentimental attachments to Australia, and to the West generally,
they also see the rise of China in the region as inevitable. They are widely
read and well educated and thus know the risks of dealing with China.
However, they are of the view that dealing with China is almost like dealing
with Australia—Dboth countries try to influence the direction of the country
and place PNG under their sphere of influence. The difference is that the

23 Most of this section is based on conversations with senior PNG officials and PNGBC, September
to October 2020.
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Chinese are ‘flexible’ and do not react negatively when issues of malpractice
or corruption surface. For these elites, corruption exists because of PNG’s
volatile political system and low levels of development.*

Most of the PNG elite think that the best option is for PNG to play China
against Australia and vice versa to gain maximum benefits for the country.
Most PNG national elites are of the view that Australia would grant fewer
concessions and less aid to PNG if not for the threat from China.”

My guess is that over the long term PNG will probably move politically
closer to China but remain culturally with Australia. The reason is that
many of these elites send their children to Australian schools and those
with disposable wealth almost always buy real estate in Queensland and
place their family members there.?® In January 2023, PNG-Australia ties
were enhanced with the signing of a bilateral security treaty. There is little
doubt this treaty was signed because of concerns over Chinese influence in
the Pacific.

Conclusion

In summary, in a period of one decade (2010-2020), the power balance
among the Chinese community in PNG has shifted significantly from
the PNGBC and the Southeast Asian Chinese to mainland Chinese. The
speed of this transition has been remarkable. However, the trend in PNG
is consistent with global trends where the rapid rise of China has totally
changed the environment that is familiar to the West.” The West can expect
to be challenged not only on the world stage but also in many individual
developing countries such as PNG.

24 See Crocombe (2007).

25  For example, see Smith & Wesley-Smith (2021) and Zhang (2022).

26 One constant joke I hear is that the real estate market in Cairns will collapse if PNG nationals are
banned from buying real estate in Australia.

27  An excellent example of this was the first high-level meeting between the new Biden Administration
and China in Alaska in March 2021. China turned the tables on the US by lecturing them on decline.
See ‘China’s Warning to Biden’, 2021).
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