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In a world characterised by volatility, uncertainty, 
complexity, and ambiguity (VUCA) - a "new reality" in 
which threats are both diffuse and uncertain, and 
conflicts are inherent yet unpredictable - geopolitics 
have become the centre of attention of global power 
dynamics. In this discourse, the idea of a new multipolar 
world order emerges, defined by shifting power dynamics 
and the growing influence of China (Lemkea and 
Lemkeb, 2003, pp. 169–171). However, the emergence of 
this multipolar order is far from complete. On the 
contrary, in light of concurrent crises and a geopolitically 
intricate landscape, there is a prevailing sense of global 
disorder (Krell, 2019; Masala, 2022).

How can European nations successfully assert their 
combined economic and political weight between the 
United States (the declining superpower?) and the 
People's Republic of China (its ascending challenger?) 
and effectively address European interests? In the 
context of prevailing uncertainty, the King's Geopolitics 
Forum (KGF) has been established with the objective of 
providing insights into the current globalised world and 
the challenges it presents. KGF achieves this by bringing 
together experts from a variety of backgrounds, 
including academia, politics and the business world, in 
panel discussions. Throughout October, the forum 
focused on China and its changing role in the world.

OPENING 
REMARKS
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Within 30 years, the world undergoes a drastic change for the second time, with the People’s Republic playing a 
vital role in both instances. China’s political shift away from its communist alliance with the Soviet Union in the 
early 1970s, influenced by the United States' efforts to establish constructive relations, marked a significant 
geopolitical turning point. This development initially destabilised the communist bloc and ultimately contributed 
to the erosion of the East-West bipolarity. This diplomatic coup is largely attributed to Henry Kissinger, who, in 
his role as National Security Advisor under President Richard Nixon, designed the American rapprochement 
with China primarily to weaken the Soviet Union  (Kissinger, 2022; WEF, 2023). Sinologist Susanne 
Weigelin-Schwiedrzik goes as far as to describe Kissinger's ping-pong diplomacy as "the beginning of the end of 
the Cold War" (Weigelin-Schwiedrzik, 2023, p. 69). 

The United States emerged as a clear winner, enjoying more than 20 years of a "unipolar moment" (Münkler, 
2023, pp. 23, 185–186).  In the shadow of this American unipolarity, the People's Republic of China achieved an 
unprecedented rise. Observers and economists have lauded it as "the greatest economic success story of modern 
times" (Morrison, 2015). While China's share of global trade was less than five percent at the beginning of 
diplomatic relations with the U.S. in 1972, it has since risen to 18 percent. Meanwhile, per capita GDP has 
increased more than 38-fold during the same period  (Center for Strategic and International Studies, 2022; World 
Bank national accounts data und OECD National Accounts data files., 2023). Economists predict that China's 
economic growth will remain strong over the coming decades, albeit with an expected slowdown (Fang et al., 
2022, p. 41). More than five decades after the U.S. rapprochement, China, a socialist market economy, has 
emerged as the second-largest economy globally and the largest when measured by purchasing power parity 
(Allison, 2017, p. 11).
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For much of the five decades of diplomatic relations, 
US-China engagement, following the reestablishment of 
diplomatic ties, was driven by the logic of mutual economic 
benefit. As China evolved economically, Americans 
increasingly faced challenges in their role as the "world's 
police" (Steiner-Gashi, 2024), simultaneously doubts about 
the mutual benefits of the relationship to China began to 
grow louder. Perceptions in the U.S. shifted toward viewing 
the relationship as increasingly unbalanced, with China 
reaping far greater benefits (the US became increasingly 
reliant on Chinese imports, resulting in a significant trade 
deficit, while Chinese companies, benefiting from 
government subsidies, began to expand into global 
markets). Adding tensions, China's own initiatives, such as 
the ambitious industrial policy plan "Made in China 2025" 
and the global expansion through the Belt and Road 
Initiative launched in 2013, were significant factors in the 
radical change in the U.S. "pivot to Asia."

By the time President Donald Trump took office in 2017, 
there was a growing consensus that the U.S.-China 
relationship needed reassessment and recalibration. This 
sentiment contributed to Trump’s now-famous "America 
First" mantra. Since Trump, the U.S. strategy of containing 
China’s rise has become increasingly prominent in US 
politics and influenced US-EU-China relations. In the US 
National Security Strategy released in December 2017, 
China was positioned at the forefront of American foreign 
policy for the first time, with mentions more than doubling 
compared to the previous Obama administration's 
document (Rogin, 2017). Following this strategy, several 
economic measures were introduced, including global 
safeguard tariffs that began in February 2018. By July 2018, 
tariffs on Chinese goods, products, and companies were also 
implemented (Chipman Koty and Wong, 2020). Throughout 
the trade war and following the outbreak of the COVID-19 
pandemic in spring 2020, US-China relations deteriorated 
further. In a December 2020 op-ed in the Wall Street 
Journal, John Ratcliffe, Director of National Intelligence 
under Trump, identified China as the most significant 
national security threat to the US, characterising the 
struggle with the People's Republic as a "fight against 
China" comparable to, if not surpassing, the Cold War 
conflict with the Soviet Union  (Ratcliffe, 2020).
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WHERE IS CHINA 
HEADING?
Beijing politics are not a black box. Nevertheless, it may be 
somewhat ambitious to attempt to define China's "Grand 
Strategy" and summarise it in a few key points. To develop an 
understanding of the potential future direction of the People's 
Republic and how its role in the world could change in line 
with the country's "grand strategic objectives", it is essential to 
develop an understanding for its diverse and culturally 
heterogeneous civil society, including their backgrounds and 
aspirations. 

The promise of common prosperity is fundamental to the 
intersection of Chinese politics and the Chinese people. At the 
core of China's growth and expansion lies its economic 
success and the unprecedented achievement of lifting 
hundreds of millions (official statistics should be taken with a 
pinch of salt - the World Bank however estimates the figure to 
be as high as 800 million (World Bank, 2022)) out of poverty. 
This resulted in the emergence of a middle class that had 
previously been unheard of in China. Upward mobility was 
made possible by the rapprochement with the United States 
under President Nixon and the economic policies of reform 
and opening initiated under Deng Xiaoping, with an average 
annual GDP growth rate of 10% between 1978 and 2005. A 
significant element to consider is the informal socio-economic 
contract between the Chinese people and the political elite 
that has governed the country since 1949. George Magnus, 
Economist and Research Associate at the University of 
Oxford, argues that the contract between the Chinese people 
and the political elite is based on the understanding that civil 
society will refrain from expressing sensitive opinions and 
engaging in political activities, given continued prosperity (Yu 
and Leahy, 2023).
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"It is therefore in the best interests of the Chinese Communist 
Party to remind the Chinese people of past successes and to 
ensure and reassure continued economic growth, in order to 
maintain its position and legitimacy"



This challenge is not unique to China. Other nations, such as Japan, have also experienced periods of growth 
model transition. Growth models are designed to reach a point of obsolescence. In the case of China, the 
previous growth model was effective in creating a middle class and establishing China as an economic global 
power. However, the prior model is no longer sufficient for China, and the development of a new growth 
model is necessary to break through the middle-income trap. At the Third Plenum  in 2013, Xi Jinping set 
forth his vision for political and economic reform, emphasising a more nuanced approach that aims to 
balance the role of the state and the market. Xi's modifications to China's economic policies are designed to 
address the adverse consequences of what he refers to as "unbalanced and inadequate growth”. 

This goes hand in hand with China’s broader objectives to achieve a new form of modernity for China by 
2049, with key milestones and development targets to be reached by 2035. The topline target until 2035 is to 
achieve “socialist modernization”. In accordance with the definition set forth by the Chinese government, this 
encompasses the comprehensive enhancement of China's economic resilience, scientific and technological 
capabilities, and overall national strength. Additionally, the economic aggregate and per capita personal 
income in both urban and rural areas are poised to reach new heights (National Development and Reform 
Commission (NDRC), 2022; Zenglein and Gunter, 2023).

JAKOB NISCHAN
CHINA EDITOR, KINGS GEOPOLITICS FORUM
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“Reunification with Taiwan requires China to strengthen friendships and alliances within the region. 
Meanwhile, Africa plays a key role in China’s strategy to diversify its supply chains and build partnerships 
beyond traditional European and Western spheres, expanding its influence in the international arena.”

DR SARI ARHO HAVRÉN
VISITING RESEARCHER AT UNIVERSITY OF HELSINKI 
ASSOCIATE FELLOW AT RUSI



CHINESE FINANCIAL
CRIME
Money laundering involves making illegally obtained funds appear legitimate by obscuring 

their origins. In China, this issue has grown increasingly concerning due to the scale of 

illicit financial flows driven by corruption, organized crime, tax evasion, and capital flight. 

The evolution of money laundering in China is closely linked to the country's economic 

reforms and its integration into the global economy (Hogan, 2024). Since the late 1970s, 

China's shift from a centrally planned to a market-oriented economy has created both 

opportunities for legitimate business and avenues for financial crime (ibid). Although the 

Chinese government has made significant strides in combating money laundering through 

regulatory measures, the complexity of the financial system, coupled with the rise of 

innovative and intricate money laundering techniques, presents substantial challenges.

A particularly notable trend in recent years is “money laundering as a service” (MLaaS), 

where professional networks or individuals provide systems for criminals looking to 

launder their illicit funds. This service-based model has become increasingly sophisticated, 

utilizing global financial systems, digital currencies, and shell companies to facilitate the 

movement of dirty money across borders.
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The demand for money laundering in China has 
implications for both domestic and global economy. 
This is shaped by four main factors: mafia states, 
asset striping, capital controls and outbound foreign 
investment. Each of these factors drives illicit 
financial flows, creating a complex web of economic 
behaviors that evade regulatory oversight and 
contribute to global money laundering networks. 

In China, certain local governments that have 
developed close relationships with organized crime, 
forming what some analysts describe as “mafia 
states”. Since the early 2000s, these regions 
particularly at the village and county levels have 
acted as extensions of criminal organizations, either 
through direct involvement or tacit approval (Wang, 
2017). Local officials may provide protection for 
organized crime activities or facilitate illicit 
businesses in exchange for a cut of the revenue 
(ibid). This partnership creates a significant source 
of income for criminal groups, and the revenue 
generated often requires laundering to conceal its 
origins. Thus, a mutually beneficial relationship 
emerges, where organized crime and local 
government officials profit, while the demand for 
laundering services increases to keep their 
operations hidden.

Further, asset stripping refers to the transfer of 
state-owned assets into private ownership at 
below-market prices, primarily to the benefit of 
insiders such as government officials, managers and 
their associates. This practice became widespread 
during the privatization of SOEs in the 1990s (Long 
et al., 2021). Insiders were able to manipulate 
valuations or use corrupt practices, such as bribery, 
to purchase these assets at a fraction of their worth, 
resulting in the loss of millions in state resources 
(Smyth, 2007). Although China has implemented 
anti-corruption campaigns, the practice of asset 
stripping persists in various forms. Additionally, 
regions with weaker market competition and poorer 
property rights protections are particularly 
vulnerable, allowing officials to hand-pick buyers 
and negotiate prices without transparency (Long et 
al., 2021). This cycle of corruption not only leads to 
asset loss but also creates a demand for laundering 
services to obscure the illegal acquisition of these 
assets, further, fueling ilicit financial activity.

China strict capital controls limit the amount of 
money that individuals and businesses can move out 
of the country each year. This restriction drives 
Chinese citizens, particularly those with 
considerable wealth, to seek alternative methods for 
transferring funds abroad. Real estate amassment has 
become one popular channel, as buying property 
domestically provides a safe store of value under 
capital restrictions. Additionally, other individuals 
turn into cryptocurrency, using assets like Bitcoin to 
bypass these limitations (Sun,2023). A common 
strategy involves purchasing Bitcoin within China 
and cashing it out in a foreign country, then investing 
the proceeds in foreign assets like property. Other 
methods, including gambling and lottery schemes, 
have also been used to create the appearence of 
“winnings” that justify large sums being moved out of 
the country. Collectively, these mechanisms reflect 
the significant demand for ways to evade China’s 
capital restrictions, which in turn increases the need 
for money laundering services to mask the origins and 
purpose of these outbound funds.

To further complicate matters, Chinese companies 
often use financial centers such as the Cayman 
Islands, British Virgin Islands and Bermuda to channel 
funds abroad. This process, known as 
“round-tripping”, involves domestic capital leaving 
China, only to return as foreign investment to benefit 
from tax breaks and incentives (Xiao, 2004). In many 
cases, Chinese firms set up “variable interest entities 
(VIEs)” in these offshore jurisdictions, legally 
designating them as foreign firms (Clifford Chance, 
2011). This arrangement allows companies to raise 
capital on international equity markets without 
bringing directly to China, accessing preferential 
treatment that wouldn’t be available to local 
companies. This round-tripping practice enables 
Chinese firms to disguise domestic capital as foreign 
investments, adding another layer to the country’s 
already complex system of financial flows and 
increasing demand for money laundering to facilitate 
these movements (Xiao, 2004).
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"These four elements show the 
interaction between China's 
internal policies, systemic 
corruption, and global financial 
networks, all of which drive a 
robust demand for money 
laundering services within the 
country. They reveal how 
regulatory constraints, local 
corruption and the desire for 
capital flexiblity converge, 
shaping a shadow economy that 
streches far beyond China’s 
border and embedding Chinese 
capital within global financial 
networks"

IRIS HASANOGLU
ASSOCIATE EDITOR
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MONEY LAUNDERING
IN CHINA
China’s rapid economic growth and 
integration into global markets have 
created significant opportunities but also 
opened the door to various money 
laundering methods. This has allowed 
third parties to develop increasingly 
sophisticated techniques for concealing 
illicit funds.

One prevalent method is the use of 
underground banking systems, which 
many Chinese citizens rely on to bypass 
strict foreign exchange controls. Legally, 
individuals cannot withdraw more than 
$50,000 USD, prompting money 
launderers to use these systems—often 
referred to as “Daigou”—to evade 
government scrutiny. These informal 
value transfer systems (IVTS) are 
especially common in Chinese 
communities abroad, allowing individuals 
to move large sums of money discreetly 
(NCA, 2019).

Beyond personal transfers, these 
underground banking networks have 
become preferred tools for laundering 
money. Criminal organizations involved in 
activities like drug trafficking and human 
smuggling often coordinate the exchange 
of illicit cash across borders (NCA, 2019). 
They frequently use “mule accounts” held 
by Chinese students studying in countries 
like the UK. Many of these students, often 
recruited through social media platforms 
like WeChat, open multiple bank accounts 
or relinquish control of their accounts for 
laundering purposes (ibid). The technique 
known as “smurfing” is commonly 
employed, with mules acting as 
intermediaries who deposit criminal 
proceeds in one location and receive 
equivalent payments elsewhere. This 
method not only helps criminals evade 
anti-money laundering regulations but 
also obscures the origins of their illicit 
cash (ibid).
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Another method employed is known as “flying money” 
or “feiqian,” which allows individuals to settle accounts 
without physically transporting cash (The Economist, 
2024). In this system, a sum of money is exchanged 
between two parties in one location, while an 
equivalent transaction occurs in another. Although 
originally not connected to crime, this method has 
evolved to facilitate money laundering within the global 
drug trade. With the surge of profits from the opioid 
epidemic, billions of dollars needed laundering, 
prompting Chinese money launderers to adapt the 
feiqian system (The Economist, 2024). This approach 
enables currency swaps without crossing borders, 
making it difficult for investigators to trace 
transactions.

Cryptocurrency has also emerged as a growing concern, 
particularly since China officially banned trading and 
mining in 2021 (Ranganathan, Zhen, 2024). Despite this 
crackdown, criminals exploit the anonymity of 
blockchain technology to launder money, concealing 
funds obtained from illegal activities. One common 
method is “chain-hopping,” where launderers convert 
one cryptocurrency into another across different 
blockchains, obscuring the origins of their assets 
(Merkle Science, 2023). Additionally, decentralized 
exchanges and peer-to-peer trading platforms facilitate 
transactions without regulatory oversight, complicating 
detection efforts (Hogan, 2024).

Trade-based money laundering (TBML) is another 
significant issue in China, given its vast role in global 
trade. TBML involves manipulating trade transactions, 
such as over-invoicing or under-invoicing, to transfer 
value without raising suspicions (FATF, 2006). This 
practice has evolved due to complex supply chains, high 
trade volumes, and a rapidly expanding e-commerce 
sector (Cassara, 2015). Criminal organizations may 
inflate export values to move money out of China or 
understate import values to evade taxes, effectively 
laundering money in the process.

Furthermore, real estate investments and shell 
companies are frequently used as tools for 
laundering money, allowing individuals to obscure 
the origins of illicit funds. This scheme often 
involves purchasing properties through anonymous 
shell companies, masking the identities of true 
owners. Given China’s significant property boom 
over the past few decades, real estate has become a 
favored asset for money laundering. Criminals can 
use laundered funds to buy properties, inflating 
prices and sometimes leaving them vacant (Fintrail, 
2023). The use of shell companies, often registered 
in jurisdictions with lax oversight, adds complexity, 
making it difficult for authorities to trace actual 
ownership. By holding real estate through shell 
companies, criminals not only launder money but 
also securely store wealth, often beyond the reach 
of local law enforcement. Even where Chinese 
capital controls limit the amount of money that can 
be sent abroad, these shell companies and real 
estate transactions are used to circumvent 
restrictions, further complicating the issue.
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“It seems that various mechanisms, such as capital 
controls and corruption, have created an 
environment ripe for money laundering and crime. 
And there are wider implications of these dynamics 
that feed into Chinese international relatio

IAIN ARMSTRONG
REGULATORY AFFAIRS PRACTISE LEAD AT 
COMPLYADVANTAGE
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Furthermore, real estate investments and shell companies are frequently used as tools 
for laundering money, allowing individuals to obscure the origins of illicit funds. This 
scheme often involves purchasing properties through anonymous shell companies, 
masking the identities of true owners. Given China’s significant property boom over the 
past few decades, real estate has become a favored asset for money laundering. 
Criminals can use laundered funds to buy properties, inflating prices and sometimes 
leaving them vacant (Fintrail, 2023). 

The use of shell companies, often registered in jurisdictions with lax oversight, adds 
complexity, making it difficult for authorities to trace actual ownership. By holding real 
estate through shell companies, criminals not only launder money but also securely 
store wealth, often beyond the reach of local law enforcement. Even where Chinese 
capital controls limit the amount of money that can be sent abroad, these shell 
companies and real estate transactions are used to circumvent restrictions, further 
complicating the issue.

"When it comes to asset recovery in China, local 
knowledge and understanding of the culture, building 
trust and coordination across borders is key to 
achieving success"

ANGELIKA HELLWEGER
LEGAL DIRECTOR AT RAHMAN 
RAVELLI



China’s quest to become a global power and 
usurp the United States as the world’s 
strongest politico-economic power has had 
several transnational repercussions. Beijing’s 
dominance of its immediate neighborhood in 
South and Southeast Asia is key to 
establishing a credible claim to superpower 
status. Thus, since the beginning of its rise in 
the 1980s, China has sought to exercise 
influence in Southeast Asia through political, 
economic, and military means. Its recent 
endeavors such as Xi Jinping’s Belt and Road 
Initiative (BRI) and pursuit of naval superiority 
to bolster its maritime claims in the South 
China Sea evidence China’s intentions to alter 
the regional status quo in its favor. Southeast 
Asian countries and members of the 
Association of Southeast Asian Nations 
(ASEAN) have been impacted by China’s rise 
differently. While they have enjoyed economic 
benefits like increasing Chinese investment 
and trade, there have also been negatives 
including growing fears of military 
confrontation with a stronger neighbor as 
Beijing builds its armed forces. The following 
essay will analyze the effect of China’s rise on 
Southeast Asia through the lens of Singapore 
and Cambodia across themes including 
political and strategic impact, and economic 
impact. While both countries are ASEAN 
members, their domestic politico-economic 
contexts and priorities are significantly 
different, resulting in a varied response to 
China’s rise. Singapore takes a nuanced 
approach, balancing the economic advantages 
of its ties with China while securing its 
politico-economic autonomy through alliances 
with Western countries. Cambodia, on the 
other hand, has developed a much greater 
dependence on China, prioritizing short-term 
financial gains at the expense of its long-term 
sovereignty. Further, it propagates a pro-China 
narrative in ASEAN, downplaying threats 
posed to the region by Beijing. 
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China’s political and diplomatic relations with 
ASEAN have steadily expanded over the past 
few decades. Beijing utilizes bilateral and 
multilateral instruments, including ASEAN’s 
associated forums like the ASEAN+3, to 
proliferate its influence in Southeast Asia. 
Aside from diplomatic channels and 
international institutions, China has 
attempted to exert its power on Southeast 
Asian countries through its advancing military 
capabilities.It projects its force in its 
immediate neighborhood, particularly in 
maritime Southeast Asia, by militarizing 
islands in the South China Sea, some of which 
lie much closer to ASEAN members than 
mainland China. However, ASEAN countries 
have sought to integrate China into their 
diplomatic networks to avoid military 
confrontation with Beijing as it endeavors to 
shift Southeast Asia’s balance of power in its 
favor (Haacke, 2002). Further, despite its 
intimidating strategic maneuvers, Beijing’s 
political narrative in the region calls for a 
peaceful and integrated Sino-ASEAN 
relationship through legal instruments such as 
a binding code of conduct in Southeast Asia 
and treaties such as the Treaty of Amity and 
Cooperation in Southeast Asia. The political 
repercussions of China’s rise have varied 
across the region, with Singapore and 
Cambodia representing contrasting responses 
to Beijing’s growing influence. 

The comparative case study of Singapore and 
Cambodia’s response to China’s rise 
underscores its complex repercussions, 
generally resulting in economic opportunities 
accompanied by political and strategic 
challenges. Further, Southeast Asian states 
react differently to Beijing’s growing 
dominance based on their unique national 
priorities and geopolitical interests. 

STUDENT SUBMISSION PIECE
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Singapore’s response to China’s rise can be deemed 
two-pronged arising from the opportunities and 
challenges presented by growing Chinese influence 
in Southeast Asia. On the surface, Singapore’s 
deepening ties with Beijing are motivated by its 
economic interests, propagating trade partnerships 
and business integration. However, it remains 
vigilant of Beijing’s expansionist interests in the 
South China Sea and its use of trade and commerce 
as political tools, thereby practicing prudent 
engagement with China (Goh, 2004). Further, its 
judicious diplomacy is informed by its role as a 
global financial hub, facilitating a balance between 
the economic upside of engaging with China while 
favoring a rules-based international order through 
its alliances with the West to mitigate the downside 
of Chinese military threats. This can be attributed 
to Singapore’s status as a middle power and its need 
for Western support to counter Chinese hegemony. 
Its security and strategic interests in Southeast Asia 
are crucial due to its significant role in maritime 
trade, given its proximity to critical waterways like 
the Strait of Malacca and the Singapore Strait. 
Singapore’s endorsement of the AUKUS defense 
alliance between Australia, the United Kingdom, 
and the United States, illustrated by Prime Minister 
Loong’s invitation to the Australian submarines 
developing under the auspices of the alliance to 
dock at Changi Naval Base evidence the city-state’s 
recognition of the strategic threats posed by Beijing 
(Sood, 2024). Hence, Singapore employs a 
multi-aligned strategy to benefit from China’s rise as 
an economic engine in Southeast Asia while 
hedging against political and strategic threats 
through alliances with Western democracies like 
Australia and the United States. Thus, China’s rise 
does not result in uniformly positive implications for 
Southeast Asia due to complex political and 
strategic considerations. Cambodia employs a 
significantly different political strategy to respond 
to China’s rise from Singapore’s multi-aligned 
hedging. Unlike many of its Southeast Asian 
neighbors,

Cambodia pursues a much closer political alliance with 
Beijing, employing a strategy of Bandwagoning as its 
response to growing Chinese power in the region. Po 
and Primiano (2020) identify four key reasons behind 
Cambodia’s political alliance with China including 
former Cambodian Prime Minister Hun Sen’s 
dependence on Beijing to ensure his regime’s survival, 
short-term economic gains, China’s security 
guarantee, and ASEAN’s ineffectiveness in addressing 
its members states’ security concerns. Cambodia’s 
reliance on China grew exponentially in the aftermath 
of the 1997 coup led by Prime Minister Hun Sen, as 
evidenced by Beijing’s aid packages to Cambodia to 
offset its funding deficit resulting from the temporary 
termination of Western financial assistance essential 
to its economy. The politico-ideological alliance 
between the emerging autocratic government in 
Phnom-Penh led by Hun Sen and the Chinese 
leadership underpins the Sino-Cambodia relationship. 
Further, Cambodia promotes a pro-China narrative in 
ASEAN, downplaying threats posed by Beijing to 
Southeast Asian countries, especially in the South 
China Sea. For instance, as the chair of ASEAN in 2012, 
Cambodia attempted to avoid discussions on the 
South China Sea dispute in the aftermath of the 
Scarborough Shoal standoff between China and the 
Philippines over the Scarborough Shoal near 
Philippine’s waters (Heydarian, 2023). Hence, there 
exists a tacit quid pro quo between Beijing and Phnom 
Penh where Cambodia benefits from China’s influential 
political support and China can capitalize on the 
diplomatic narratives of its client state. However, the 
benefits of Cambodia's political relationship with 
China are only restricted to its political elite 
bandwagoning with Beijing to bolster domestic 
political structures and receive unconditional Chinese 
aid while advocating for a pro-China stance among its 
Southeast Asian neighbors.
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Singapore and Cambodia hence highlight the varied 
perceptions of China’s rise among ASEAN member 
states. While Singapore recognizes the economic 
upside of enhanced relations with China, it is cautious 
of its long-term political implications. This informs its 
multi-aligned strategy, enabling the balancing of its 
economic interests with its long-term political and 
strategic interests. Hence, unlike Cambodia, 
Singapore actively manages its relations with Beijing 
and Western countries to preserve its strategic 
autonomy and mitigate the political risks 
accompanying the economic benefits of engaging with 
a rising China. On the other hand, Cambodia is heavily 
reliant on China politically. Beijing exercises 
significant influence in Cambodian politics, 
facilitating the Hun Sen-led Cambodian People's 
Party’s consolidation of power. Further, Cambodia’s 
pro-Beijing narrative in ASEAN threatens the unity of 
the association and hampers the development of a 
coherent policy towards China. Thus, Cambodia’s 
bandwagoning not only risks its strategic autonomy 
and self-determination but also carries negative 
externalities for ASEAN. China therefore poses 
various political challenges to countries in Southeast 
Asia resulting in diverse responses to its rising 
hegemony.

China’s growing interest in the political economy of its 
immediate Southeast Asian neighborhood has been a 
significant feature of its rise to economic superpower 
status. Its economic development has had regional and 
global implications, altering trade balances and 
investment flows in the international economic 
system. China’s economic rise presents Southeast Asia 
with an unprecedented opportunity of attracting 
Foreign Direct Investment (FDI) from a new country 
and creating new export markets. Simultaneously, 
Chinese goods challenge the competitiveness of 
ASEAN exports in international markets and make its 
member states vulnerable to politicized Chinese 
finance. Thus, as Napoli (2014) asserts, China’s 
growing prominence in the world trade system, 
catalyzed by its accession into the World Trade 
Organization in 2001, presented ASEAN with the 
challenges of competition but also provided an 
advantageous opportunity to ASEAN investors. More 
recently, China’s assertive trade practices and 
aggressive investment strategies under its BRI and 
other development finance schemes have threatened 
ASEAN members

sovereignty. Such fears are exacerbated by its 
debt-trap diplomacy and the rising debt-to-GDP ratios 
of ASEAN countries due to the proliferation of 
Chinese infrastructure projects in their economies. 
This can be attributed to the relative ease of securing 
Chinese loans compared to those from Western 
countries and financial institutions (Cheong, 2022). 
Hence, although countries may benefit from Chinese 
finance in the short term with previously unaffordable 
infrastructure projects, their economic sovereignty 
and financial health are compromised in the long run. 
Singapore and Cambodia highlight the diverse 
economic impacts of China’s rise on Southeast Asia. 

As a major financial center, a partnership with China is 
an unprecedented economic opportunity for 
Singapore to further its goal of creating a high-tech 
and high-value economy including benefits like 
investment opportunities and technology sharing. 
The deep economic ties between the two countries 
are evidenced by their bilateral trade valued at $86 
billion in 2014 (Shen, 2017). Beyond direct trade, 
Singapore further benefits from China’s economic rise 
as a result of its prominence in the international 
financial system. Singapore has positioned itself as a 
crucial link in regional and global financial chains 
underpinning Chinese development finance initiatives 
and projects like the BRI. Moreover, Singapore has 
attempted to become Southeast Asia’s hub for 
currency trading, capitalizing on the growing use of 
China’s Renminbi between Beijing and ASEAN 
members (Grant, 2014). Aside from financial services, 
Singapore’s logistics and shipping industries also 
benefit from China’s rise as an economic and 
manufacturing powerhouse due to increasing 
shipping to and from China navigating the Singapore 
Strait. However, like other countries participating in 
China’s BRI, Singapore may be vulnerable to rising 
debt-to-GDP ratios and debt burdens to specific 
Chinese State Owned Enterprises constructing and 
operating infrastructure projects within its borders. 
Thus, China’s rise may continue to benefit Singapore 
on the economic front, provided that it can hedge its 
political risks and insulate itself from China’s 
aggressive credit and financial practices. 
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While Singapore seeks to establish a mutually 
beneficial transactional relationship with Beijing, 
Cambodia’s significant economic reliance on China 
leaves the country with unfavorable economic 
consequences. This dependence is underscored by its 
vastly unequal trade balance, with Cambodia running a 
trade deficit of $911.16 million to China (Pisei, 2024). 
While China’s significantly large exports, 
developmental finance, and investment under the BRI 
carry surface-level benefits to Cambodia, they pose 
noticeable threats to its political economy in the long 
term. Cambodia’s Sihanoukville Special Economic Zone 
(SSEZ) developed under the auspices of China’s BRI, 
highlights the negative externalities of excessive 
reliance on Chinese infrastructure projects, including 
conflicts of interest due to Beijing’s underlying political 
agendas. Bo and Loughlin (2022) assert that projects 
under the BRI provide channels for Chinese companies 
to expand their regional footprint, evidenced by more 
than 85% of Chinese occupancy in Cambodia’s SSEZ. 
Further, China’s BRI projects expose Cambodia to 
significant foreign debts and credit risks. For instance, 
41% of Cambodia’s foreign debt is owed to China, 
exacerbated by BRI’s infrastructure projects (Narin, 
2023). Such high-debt developmental projects encroach 
on Cambodia’s economic sovereignty and curtail its 
strategic autonomy. Moreover, scholars like Menon 
(2023) highlight other concerns related to China’s BRI 
projects in Cambodia, including environmental 
degradation as a result of lenient conditions attached to 
Chinese loans. Hence, while Cambodia has enjoyed 
significant short-term benefits from Beijing’s 
investment and developmental projects, they are 
accompanied by high politico-economic risks, 
diminishing Cambodian economic sovereignty and 
diplomatic maneuverability, rendering it to the status of 
China’s client state in the long term. Singapore and 
Cambodia hence present different versions of the 
impact of China’s rise on the economic front. While 
Singapore capitalizes on the economic opportunities 
presented by an emerging China, Cambodia suffers 
from over-reliance on Chinese investment and 
developmental projects. Singapore recognizes that 
China’s unchecked hegemony could be more 
disadvantageous than advantageous. 

This informs its measured and transactional 
approach to economic relations with Beijing, acting 
as a finance hub for growing Chinese investments in 
Southeast Asia. On the other hand, Cambodia does 
little to balance its economic relations between 
China and other countries, highlighting the influence 
of its political ties with China on its economic 
relations. China exploits opportunities presented by 
countries like Cambodia to establish its economic 
hegemony in foreign political economies to further its 
aim of counterbalancing the West’s global economic 
dominance. Cambodia’s case hence highlights the 
significant risks associated with unchecked 
dependence on Chinese investment, particularly 
under programs like the BRI. 

"On the other hand, Singapore’s prudent engagement with 
Beijing underscores the unprecedented potential presented 
by China’s rise to Southeast Asia. Hence, an analysis of the 
economic dimensions of China’s rise reaffirms the role of 
countries’ political interests in reacting to the opportunities 
and challenges presented by China's expanding power."

ISHAN JASUJA
POSTGRADUATE  STUDENT IN 
INTERNATIONAL POLITICAL ECONOMY
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China's ascent has varied consequences for the Southeast Asian region as exemplified by the differing cases 
of Singapore and Cambodia. China’s increasing power presents Southeast Asia with a combination of 
opportunities and challenges, resulting in varied responses from countries in its immediate neighborhood, 
particularly among ASEAN states. Singapore takes a balanced approach towards Beijing’s rising 
prominence, capitalizing on its economic opportunities by promoting trade integration and cross-border 
investments. However, Singapore recognizes its relationship with a rising China as mutually beneficial, 
given its status as a global financial hub and its integral position in maritime trade. This informs its 
multi-aligned approach where it engages with its Western partners to bolster its strategic autonomy, 
security, and regional geopolitical stability. Hence, while it sees China’s rise as beneficial from an economic 
and financial lens, it views Beijing’s increasing militarization and political hegemony as a threat to its 
national interests. 

On the other hand, Cambodia’s increasing dependence on China contrasts starkly with Singapore’s 
approach. While Singapore aims to maximize its advantages and mitigate the risks of associating with 
China, Cambodia takes few measures to reduce its downsides. Its political elite profited from China’s 
influence in Cambodian politics, assisting their consolidation of power. Further, China’s developmental 
finance and infrastructure projects under the BRI only benefit Cambodia in the short term. An analysis of 
their long-term implications reveals significant risks, encroaching on Cambodia’s strategic autonomy, 
economic sovereignty, and self-determination. The case studies of Singapore and Cambodia hence highlight 
a regional trend where Southeast Asia witnesses significant economic opportunity with concurrent 
political and strategic risks resulting from China’s rise.
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