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Abstract

Cambodia, like countries along the historical Silk Road, stands to gain significant economic
benefits from improving its logiscs capabilies, internaonal trade, and tourism. In today's
globalized economy, the efficiency of logiscs is a crucial driver for naonal economic growth and
compeveness. This analysis, inspired by studies on Silk Road naons, examines how
strengthening Cambodia's logiscs sector can foster economic development.

In today's globalized world, regional connecvity iniaves, such as the broader "Belt and Road
Iniave," which impacts Southeast Asia, present significant opportunies for countries like
Cambodia to bolster their economies. Key drivers for Cambodia's integraon into the global
economy are effecve logiscs, robust internaonal trade, and thriving tourism. This study's
relevance lies in its methodological approach, which assesses the logiscs factors influencing the
economies of countries within these economic corridors. By analyzing internaonal indices of
logiscs efficiency, trade condions, and economic models, we can idenfy challenges and their
underlying causes that affect Cambodia's economic development. Ulmately, this approach helps
to pinpoint priority iniaves to overcome restricons that currently impede logiscs development
and limit trade capacity in Cambodia.
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Introduction

Cambodia's Economic Aspiraons and the Role of Logiscs

The "Belt and Road Iniave" (BRI), led by China, presents significant opportunies for parcipang
countries, including Cambodia. For Cambodia, as a naon strategically located in Southeast Asia,
this iniave, and broader regional connecvity efforts, offer potenal benefits through increased
transit of goods and people, foreign investment in vital infrastructure, and a boost in external
and mutual trade. Enhancing the quality of logiscs services is crucial to maximizing these gains.

For the Cambodian economy, efficient transportaon and foreign trade hold immense economic
importance. As a key parcipant in Southeast Asian economic corridors, Cambodia aims to
strengthen its role in connecng regional and internaonal supply chains. Global experience
consistently demonstrates that the effecveness of logiscs and trade directly correlates with a
country's economic growth and compeveness. Therefore, Cambodia's naonal policy is
increasingly focused on developing logiscs as a crical sector for its economy.

The overarching purpose of studying logiscs development in Cambodia is to assess its
effecveness and impact on the naonal economy, ulmately informing recommendaons for
improvement. This involves: 1) evaluang the current state of logiscs development and idenfying
the key factors influencing it within Cambodia and its regional partners, and 2) understanding
how improvements in logiscs efficiency contribute to Cambodia's economic growth and
internaonal trade performance.

This study focuses on Cambodia's posion within regional and internaonal trade corridors. These
corridors are vital for Cambodia's tradional trade relaonships and its potenal as a transit country
for regional exports and imports. Unlike studies that focus on individual naons, this approach
emphasizes a comprehensive assessment of logiscs factors and their sources of development
within the broader regional context that includes Cambodia.

Literature Review

The Foundaon of Logiscs-Driven Development in Cambodia

The "Belt and Road Iniave" is a monumental undertaking aimed at forging new economic es
across Asia, including Southeast Asia. Under this iniave, China's development model,
characterized by massive investments in infrastructure, including roads, ports, and potenally
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railways, seeks to accelerate industrial development and trade throughout the region. For
Cambodia, this translates into opportunies for increased connecvity and economic engagement.

The future development of regional economic integraon, including iniaves like the BRI, envisions
the creaon of various economic zones: transport, power, trading, informaon, scienfic and
technical, agricultural, and tourism. In this context, economic corridors, driven by
advancements in transport, logiscs, and trade, are instrumental in facilitang market access,
smulang investment, increasing producvity, and fostering economic agglomeraon effects.
Transport, logiscs, and internaonal trade are seen as primary catalysts for economic growth
within these corridors.

The level of logiscs development profoundly impacts all sectors of Cambodia's economy. It
influences producvity, compeveness, and the ability to atract foreign direct investment, all of
which are reflected in the overall socio-economic development of the country's regions.
Evaluang logiscs performance necessitates using various indicators that characterize its
efficiency and producvity. While these indicators are useful for logiscs service providers, a
broader assessment is nheeded to understand their effecveness at a naonal level and the role of
the Cambodian government in fostering this development.

Inefficient logiscs leads to higher costs, extended delivery mes, and the inefficient use of
financial resources, negavely affecng Cambodian companies and its foreign trade. Research
consistently shows a strong link between the development of a country's service sector and its
logiscs performance. A more developed service sector tends to correspond with higher levels
of logiscs development. However, logiscs efficiency is also influenced by a country's
geographical locaon and its degree of integraon into the global economy.

Logiscs is a cornerstone of naonal compeveness. High-quality logiscs services and infrastructure
are vital for facilitang the movement of goods between Cambodia and its trading partners.
Internaonal trade and a thriving service sector posively influence logiscs efficiency, with the
impact of services oen being more pronounced. The value added by services to a country's GDP
can explain a significant poron of its logiscs efficiency, underscoring that diversified and
improved services are crucial for sustained logiscs growth.

For countries like Cambodia, especially those aiming to increase exports, improved
infrastructure is paramount. Simultaneously, administrave improvements are crucial for both
imporng and exporng countries. Disncve naonal legislaon significantly influences internaonal
trade flows. Studies on Southeast Asian naons, for example, have shown a negave correlaon
between regulatory constraints on logiscs and logiscs performance indices, indicang that fewer
legal barriers lead to beter logiscs scores. Obstacles imposed by authories, such as complex
procedures, can increase trade mes and impact compeveness.
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Inefficient logiscs translates into higher costs (ranging from 2% to 15% of total turnover in
some developed countries), longer delivery mes, and inefficient use of financial resources,
negavely affecng Cambodian businesses and the naonal economy. To counter this, "trade
facilitaon measures" are essenal. These measures aim to overcome key non-tariff barriers that
hinder trade, such as inadequate infrastructure, complex customs procedures, and excessive
bureaucracy. Developing countries, including Cambodia, oen need to strengthen these
measures to reduce trade costs and ensure the smooth flow of goods across borders.

Furthermore, economic growth, parcularly driven by increased logiscs and trade acvies, must
consider its environmental impact. Lessons from other regions demonstrate that intensive
economic growth along trade corridors can increase the burden on the environment.
Cambodia's development of its logiscs and trade sectors should therefore be integrated with
sustainable development strategies to preserve its natural resources.

It is crucial to analyze the factors affecng economic development not just for Cambodia in
isolaon, but also within the context of the groups of countries located along regional trade
routes. The BRI idenfies key routes, including one that passes through Southeast Asia to the
Indian Ocean. Cambodia's strategic locaon along this route, or within a broader Southeast Asian
network connected to it, makes the development of transconnental and regional transport
routes linking it to major markets a top priority for realizing its transit potenal.

For instance, stascs from 2017 showed a significant volume of foreign trade turnover between
China and countries along the Silk Road, highlighng the substanal economic acvity within these
corridors. By analyzing the factors influencing the economies along these routes, Cambodia can
gain insights into its own logiscs efficiency, idenfy areas for improvement, understand evolving
trends, benchmark itself against other naons, and formulate praccal recommendaons for
enhancing its logiscs and trade capabilies.

Methodology

Assessing Logiscs Performance in Cambodia and the Region

To understand Cambodia's logiscs development, it's essenal to analyze key economic indicators,
similar to how they are assessed for countries along the Silk Road. While the original study
focused on Central Asian, Transcaucasian, and European CIS countries, the same
methodological framework can be applied to Cambodia and its relevant trading partners in
Southeast Asia. This involves comparing the effecveness of logiscs development and the
condions for conducng internaonal trade, ulizing data from internaonal organizaons like the
World Bank and the World Economic Forum.
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The following widely recognized indices are used to assess logiscs effecveness:

e Logiscs Performance Index (LPI): Developed by the World Bank, the LPI is a highly
reliable index composed of six key indicators that determine a country's transport and
logiscs complex development level:

o Efficiency of customs and border management. o Quality of trade and
transport infrastructure.

o Ease of organizing internaonal shipments at compeve prices. o Competence
and quality of logiscs services. o Ability to track and trace consignments.

o Timeliness of deliveries in meeng schedules. Each element is scored from 1
(lowest) to 5 (highest).

e The Global Enabling Trade Index (ETI): Published by the World Economic Forum,
the ETI assesses the openness of naonal economies to internaonal trade. It uses a
combinaon of stascal data and survey results, examining four main pillars:

o Market access (e.g., tariffs, non-tariff barriers).

o Border administraon (e.g., efficiency of customs, procedures). o  Business
environment (e.g., regulatory environment, corrupon).

o Transport and communicaon infrastructure (e.g., quality of roads, ports, ICT
adopon).

o Emerging Market Logiscs Index (EMLI): While the original study focused on EAEU
countries, the EMLI assesses the atracveness of logiscs markets in developing
economies. It considers factors such as market size, growth dynamics, infrastructure,
and business environment. For Cambodia, its ranking in such an index would indicate its
atracveness for logiscs investments.

e "Doing Business" Index (Internaonal Trade Indicator): This World Bank report
evaluates the ease of doing business in a country, with a specific focus on the internaonal
trade indicator. This component quanfies the me and financial costs associated with
organizing and facilitang both exports and imports, including document processing and
border/customs control. This provides crucial insights into the regulatory efficiency
affecng trade flows in Cambodia.

By applying these methodologies and ulizing available data for Cambodia and its key trading
partners, a comprehensive assessment of its logiscs development situaon can be achieved,
leading to targeted recommendaons for future growth.

Results

Assessing Cambodia’'s Logiscs Performance and Market Potenal

Logiscs Performance Index (LPI) Analysis for Cambodia and Southeast Asia

While countries in Western Europe and developed Asia currently lead in logiscs development,
their systems aren't direct blueprints for Cambodia. Each naon's logiscs development unfolds
uniquely, shaped by its economic policies, geography, demographics, urbanizaon, and overall
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infrastructure. However, a common thread among advanced logiscs systems is their drive
towards modernizaon through informaon technologies and expanded IT services. This suggests
a clear path for Cambodia: modernizing its logiscs infrastructure and services with advanced IT
soluons will likely boost its LPI ranking.

To strengthen its posion in the global logiscs market, Cambodia needs to enhance the
compeveness of its trade routes and improve its internaonal logiscs rangs. This will atract
greater investment for developing its logiscs infrastructure. Looking at the broader region, while
actual LPI data for Cambodia isn't in the provided table, we can infer its likely standing by
comparing it to the groups presented:

e European countries and large regional countries (like China and India, as noted in Figure
1) show strong LPI scores, oen above the global average. This highlights the standard
Cambodia should aspire to.

e Conversely, Central Asian and Transcaucasian countries show some of the weakest
logiscs development indicators, falling below the world average. This group might offer
more relevant comparisons for developing naons like Cambodia, suggesng similar
hurdles in infrastructure, customs efficiency, and service quality.

The original text notes Kazakhstan's leadership among CIS countries in LPI rankings, despite
its overall logiscs potenal not being fully ulized. This resonates with Cambodia's situaon: even
if Cambodia ranks well within its regional group (e.g., among certain ASEAN naons), there's
likely sl significant untapped potenal for it to become a more effecve transit country.

Common challenges observed in other developing regions that are highly pernent to Cambodia
include:
e Investment Shoralls: A persistent lack of investment in modern infrastructure.
e Limited Service Providers: An underdeveloped market for sophiscated logiscs
services (3PL and 4PL).
o Skills Gap: Low qualificaon levels among logiscs staff.
o Border Inefficiencies: Imperfecons in customs and other border controls, as well as
inconsistent legal regulaons.
o Data Gaps: A lack of comprehensive naonal data on logiscs development indicators.
e Regional Integraon: Potenal for stronger integraon into regional logiscs systems, such
as within ASEAN.

Addressing these foundaonal issues is vital for Cambodia to improve its LPI standing and realize
its transit potenal.
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Assessment of Cambodia's Logiscs Services Market by the Emerging Market Logiscs
Index (EMLI)

The EMLI measures the atracveness of a country's logiscs market to foreign investment. While
specific EMLI data for Cambodia is not available in the provided tables, we can draw insights
from the performance of other developing economies.

e China and India consistently hold top posions in the EMLI, indicang highly atracve logiscs
markets due to their vast size and dynamic growth. These naons serve as benchmarks
for robust market development.

e Countries like Turkey and Russia also possess atracve logiscs markets, primarily due to
their market size and growth dynamics, though their atracveness has shown some
decline in recent years.

e Kazakhstan, while not a top-er performer, has shown dynamic development, indicang
increasing atracveness. This suggests that even if Cambodia isn't among the global
leaders, consistent efforts can significantly improve its market appeal.

For Cambodia, this analysis implies that improving its internal transport infrastructure and
communicaons, expanding its logiscs market size and sophiscaon, and enhancing market
compability with internaonal standards are crucial for boosng its EMLI ranking. A higher EMLI
score would signal a more appealing environment for foreign investment in Cambodia's logiscs
sector.

Analysis of Cambodia's Logiscs Services Market by the Global Enabling Trade Index
(ETI)

The ETI assesses a country's openness to internaonal trade, encompassing market access,
border administraon, business environment, and infrastructure. While the provided tables show
data for countries along the Silk Road, we can apply the trends observed to Cambodia's context.

High-income economies like Singapore, the Netherlands, and Hong Kong consistently lead the
ETI, demonstrang the benefits of strong trade facilitaon. For Cambodia, a developing economy,
insights can be drawn from the performance of other naons:

e Many countries, even those with generally strong trade es, experienced a worsening of
their ETI indicators between 2014 and 2016, with some significant declines. This
highlights the connuous effort required to maintain and improve trade openness.
Cambodia should be vigilant in monitoring its own ETI components.

e Countries like China and Georgia showed improvement or minimal decline, suggesng
that targeted reforms can yield posive results. This offers a hopeful outlook for
Cambodia.

e The original text notes that within the Eurasian Economic Union, countries like
Kazakhstan and Armenia excelled in most ETI components, while Russia led in transport
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infrastructure and ICT adopon. This suggests that Cambodia, within ASEAN, might find
similar unevenness in trade integraon among its members.

This analysis underscores that Cambodia's focus should be on harmonizing market entry
condions, improving the quality of its transport infrastructure, and enhancing the efficiency and
transparency of its borders. While good economic policies are essenal, their effecveness
depends on mely implementaon and sufficient capacity. Therefore, Cambodia's logiscs policies
must align with its naonal objecves and praccal capabilies.

Overall, the data from these indices points to crical areas where Cambodia can strategically
invest and reform to improve its global trade standing and atract further economic
development.

Analysis of Trade Facilitaon in Cambodia: Insights from the ETI Index (Connued)
The observed unevenness in internaonal trade involvement among countries in other regional
blocs highlights a similar challenge for Cambodia within its own regional context (e.g., ASEAN).
To foster deeper internaonal trade and economic integraon, Cambodia must priorize
harmonizing market entry condions, significantly improving the quality of its transport
infrastructure, and enhancing the efficiency and transparency of its borders.

The experiences of other developing countries, such as Kazakhstan, offer a valuable lesson:
even with well-intenoned programs and financial investments aimed at developing trade and
reducing barriers, achieving desired improvements can be slow. This is oen due to a "potenal
for program implementaon" gap, characterized by factors like low administrave competence,
higher levels of corrupon, and a failure to meet implementaon deadlines. Therefore, Cambodia's
economic policies regarding logiscs must be realisc, aligned with the country's actual capabilies,
and rigorously executed to achieve their objecves.

Analysis of the "Doing Business" Index in Cambodia

Analyzing the "Doing Business" reports provides crucial insights into the favorability of the
business environment, which directly impacts trade logiscs. While the original data focuses on
Central Asian and CIS countries, the underlying principles are highly relevant to Cambodia.

Globally, large regional economies tend to have higher overall economic volumes. However,
the efficiency of doing business, parcularly concerning trade-related procedures, can vary
significantly. In the comparave groups, Central Asian countries generally experienced more me
and cost for border and customs control during exports (e.g., Kazakhstan with 133 hours and
$574, Uzbekistan with 112 hours). In contrast, European CIS and Transcaucasian countries
demonstrated significantly lower mes and costs (e.g., Moldova with 3 hours and under $100).
Similarly, document processing mes and costs for exports were considerably higher in Central
Asian countries.
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This suggests that for Cambodia, a key area for reform lies in reducing the me and cost
associated with processing documents and execung border and customs controls for both
exports and imports. These aspects are crical for improving trade efficiency and atracng foreign
investment. To reach the level of developed economies (like OECD countries), Cambodia needs
to implement comprehensive reforms in these areas. Furthermore, coordinang acons with
neighboring countries within the ASEAN framework is essenal for achieving a greater impact on
trade facilitaon across the region.

While many countries are undertaking reforms to improve their business environment, the
success rate depends on effecve implementaon. In a broader context, areas like accessing
power supply systems, obtaining construcon permits, and streamlining loan procedures can
pose challenges, while simplifying company liquidaon, contract execuon, and property
registraon are oen easier. For Cambodia, a connuous commitment to improving its business
environment, parcularly in areas affecng trade, will be vital for its economic progress. This
includes efforts to simplify regulaons, enhance transparency, and reduce bureaucrac hurdles,
drawing lessons from countries that have successfully improved their "Doing Business"
rankings.

Analysis of the Impact of Logiscs Performance on Internaonal Trade in Cambodia
Effecve logiscs is fundamental to simplifying internaonal trade procedures and, consequently,
driving the growth of internaonal trade for Cambodia. The experience of "Silk Road" countries
highlights that even with exisng trade relaonships, many naons have not fully leveraged the
potenal benefits from robust trade partners (like China) due to various instuonal, logiscal,
transport, and trade barriers. Overcoming these barriers is crucial for Cambodia to fully realize
its trade potenal.

Studies on logiscs performance consistently demonstrate its significant impact on key
macroeconomic factors. Variables such as the share of exports and imports in GDP, the overall
trade in goods in GDP, the value-added contribuon of industry and services to GDP, GNI per
capita, and GDP growth are all strongly influenced by a country's logiscal efficiency. This implies
that investments and reforms in Cambodia's logiscs sector will have a direct and posive ripple
effect across its enre economy, leading to stronger trade performance, industrial and service
sector growth, and ulmately, improved living standards for its populaon. Therefore, priorizing
logiscs development is not just about moving goods; it's about fostering comprehensive naonal
economic advancement.

Table 4 provides a detailed breakdown of "Doing Business" indicators for various country
groups, offering a useful comparave lens for Cambodia. While Cambodia is not explicitly listed,
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its situaon likely resembles those of "Central Asian Countries" in terms of trade efficiency
challenges, given common developmental stages.

Key observaons and their implicaons for Cambodia:
e Export Times and Costs (Border and Customs Control):

o Central Asian countries (like Kazakhstan, Uzbekistan, Tajikistan) show
significantly higher mes (e.g., 75-133 hours) and costs (e.g., $278-$574) for
border and customs control during exports. This contrasts sharply with European
CIS countries (e.g., Moldova, Belarus with 3-5 hours and under $100).

o Implicaon for Cambodia: Cambodia likely faces similar challenges, where
prolonged border procedures and high associated costs hinder export
compeveness. Streamlining customs processes, enhancing efficiency at border
crossings, and potenally invesng in modern border management technologies are
crucial.

e Export Times and Costs (Document Processing):

o Central Asian countries also exhibit high document processing mes (e.g., 66-174
hours) and costs (e.g., $145-$330) for exports. Transcaucasian countries
(Armenia, Georgia) show very low mes (2 hours) and costs.

o Implicaon for Cambodia: Reducing bureaucrac hurdles and digizing trade
documentaon processes are vital. Simplifying the number and complexity of
required documents can significantly cut down me and cost for exporters.

e Import Times and Costs:

o Similar to exports, large regional countries and Central Asian countries generally
face higher costs and mes for import-related border and customs control and
document processing compared to European CIS and Transcaucasian countries.

o Implicaon for Cambodia: Import efficiency is equally important, as it affects
the cost of raw materials, components, and consumer goods. Reforms should
target both export and import processes to ensure balanced trade facilitaon.

Overall Conclusion from "Doing Business" for Cambodia

Cambodia, much like other developing economies in the study, needs to aggressively implement
reforms to reduce the me and cost associated with processing trade documents and managing
border and customs controls for both exports and imports. The aim should be to achieve levels
comparable to more advanced trading naons (like OECD countries). To maximize the impact of
these reforms, strong coordinaon and collaboraon with neighboring countries within the ASEAN
framework are essenal. This would create more seamless regional supply chains and improve
overall trade efficiency.

While progress in improving the business, environment has been observed across various
regions, the effecveness of these reforms depends heavily on the capacity for implementaon,
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including sufficient experse and a strong commitment to overcoming potenal issues like
corrupon. Kazakhstan's significant improvement in its "Doing Business" rang relave to some
peers demonstrates that focused reforms can yield tangible benefits, parcularly in areas like tax
payment, investor protecon, and business registraon. Cambodia can draw valuable lessons from
such successes to tailor its own reform agenda.

Analysis of the Impact of Logiscs Performance (LPI) on Internaonal Trade in
Cambodia

Effecve logiscs serves as a direct catalyst for simplifying internaonal trade procedures and
fostering trade growth in Cambodia. The experiences of countries along major trade routes,
even those with strong trade relaonships (e.g., with China), indicate that instuonal, logiscal,
transport, and trade barriers can prevent the full realizaon of potenal benefits. Overcoming
these fundamental barriers is crucial for Cambodia to unlock its trade potenal.

Global studies, including the one parally detailed in the provided text (referring to Table 5),
consistently demonstrate a strong posive correlaon between a country's logiscs efficiency (LPI)
and key macroeconomic indicators. For Cambodia, this means:

e Strong Link to Economic Growth (GDP): Just as in other studied economies,
improvements in Cambodia's LPI are expected to have a significant posive impact on its
GDP. The higher the LPI, the more robust the economic growth is likely to be.

e Posive Impact on Exports and Imports: An efficient logiscs system directly
facilitates internaonal trade. Enhanced logiscs will posively influence both the volume of
Cambodia's exports and imports. Notably, the study suggests that the impact of exports
on logiscs development can be stronger than that of imports, highlighng the strategic
importance of boosng export capabilies.

e Influence of Service Sector: The analysis reiterates that the development and
diversificaon of the service sector play a substanal role in a country's logiscs efficiency.

For Cambodia, invesng in and diversifying its service industries (e.g., transport services,
warehousing, financial services) will be crucial for supporng further logiscs advancement.

While the original study delves into the specific impact of LPI components on Kazakhstan's
trade (Table 6), the general implicaons are transferable to Cambodia:

e Customs Efficiency and Delivery Timeliness: Inefficient customs procedures and
inconsistent delivery deadlines can significantly hinder exports and, to a lesser extent,
imports. For Cambodia, a focus on improving customs processes and ensuring reliable
supply chains will be crical for boosng trade.

e Logiscs Competence and Infrastructure: Higher competence in logiscs services and
beter infrastructure quality are strong posive drivers for both exports and imports. This
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reinforces the need for Cambodia to invest in infrastructure development and human
capital within its logiscs sector.

In essence, enhancing Cambodia's logiscs performance is not merely an operaonal goal but a
strategic imperave that underpins naonal economic growth, compeveness, and successful
integraon into regional and global trade networks.

Analysis of the Impact of Logiscs Performance (LPI) on Internaonal Trade in
Cambodia (Connued)

Drawing lessons from the detailed analysis for Kazakhstan (Table 6), the individual components
of the Logiscs Performance Index (LPI) have disnct impacts on Cambodia's macroeconomic
indicators like GDP, exports, and imports.

Specifically:

e Negave Impact on GDP: For Cambodia, as observed in other contexts, inefficient
Customs procedures and a lack of Compliance with Delivery Deadlines are likely to have
a detrimental effect on its overall GDP. This underscores the crical need for Cambodia
to priorize customs modernizaon and ensure reliable, mely deliveries across its supply
chains.

e Posive Impact on GDP: Conversely, robust Infrastructure and high Competence in
Logiscs services are expected to significantly boost Cambodia's GDP. This highlights the
importance of connuous investment in modern transport and trade infrastructure,
alongside efforts to develop a skilled and professional logiscs workforce.

e Impact on Exports:

o Negave Drivers: Inefficient customs processes (represented by "Customs") and
poor adherence to delivery deadlines can strongly hinder Cambodia's export
performance. Delays and uncertaines at borders or in delivery schedules make
Cambodian products less compeve internaonally.

o Posive Drivers: Strong Competence in Logiscs (e.g., skilled freight forwarders,
efficient warehousing) and quality Infrastructure (e.g., well-maintained roads,
efficient ports) are crucial posive contributors to Cambodia's exports. These
factors enhance the ease and cost-effecveness of geng Cambodian goods to
internaonal markets.

o Impact on Imports: While generally less pronounced than their impact on exports,
inefficient Customs and issues with Compliance with Delivery Deadlines can sll negavely
affect Cambodia's imports. Conversely, high Competence in Logiscs and good
Infrastructure have a posive, albeit potenally smaller, impact on import efficiency. This
is important for ensuring the mely and cost-effecve entry of raw materials, machinery,
and consumer goods.

o Internaonal Shipping and Trackability of Goods: The study suggests that the
"Internaonal Shipping" and "Trackability of Goods" components of the LPI may have a
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less direct or significant impact on overall GDP, exports, or imports compared to customs,
infrastructure, and competence. However, these are sll crucial for overall supply chain
reliability and transparency for Cambodia.

Conclusion for Cambodia's Development Situaon

In summary, the effecveness of logiscs in Cambodia is profoundly influenced by its export
performance, and crically by improvements in the condion and quality of its infrastructure, the
competence of its logiscs specialists, and the reducon of customs procedures. For Cambodia to
maximize its economic growth and compeveness, parcularly in leveraging its posion within
regional trade iniaves like the Belt and Road, a strategic focus on these core logiscs components
is paramount. This will not only facilitate trade but also atract further investment and enhance
the overall resilience and efficiency of Cambodia's supply chains.

Discussion: Strategic Imperaves for Cambodia's Logiscs Development

Cambodia's logiscs system, similar to that of other developing naons and regional blocs,
requires significant restructuring and deeper integraon with more developed global systems.
Achieving a substanal improvement in Cambodia's logiscs performance rang (e.g., in the LPI)
necessitates a holisc and integrated approach, simultaneously developing all key sectors and
components of its logiscs ecosystem. To elevate the indicators within Cambodia's LPI
subindexes, it is crucial to establish a highly efficient transport and logiscs system and ensure
its seamless integraon into internaonal transport networks.

Drawing parallels with other aspiring transit naons, Cambodia envisions a future with dramacally
increased transit cargo volumes. This ambion demands a radical enhancement of the efficiency
of its transport and logiscs system, contribung to higher value-added services within the
economy. For instance, increasing the share of logiscs services in the total revenue of the
transport and logiscs complex, aiming for figures closer to those seen in more developed
regions, would signal significant progress.

For Cambodia to fully realize its potenal as a transit country within Southeast Asia and beyond,
it must focus on key strategic areas:

e Cost Reducon: Implemenng measures to reduce transport tariffs, fees, and charges at
ports and border crossings.

e Human Capital Development: Invesng in training programs and skill enhancement
for logiscs specialists, potenally through internaonal collaboraons or by adopng best
pracces from leading logiscs naons.

e Technological Adopon: Introducing modern innovave technologies in logiscs and
informaon technology to improve cargo tracking and significantly shorten delivery mes.

A global economic trend underscores the decreasing significance of physical customs borders
as countries integrate into single economic spaces. This is driven by efforts to increase the
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efficiency of customs operaons. For Cambodia, reducing exisng barriers in customs is a
fundamental factor for economic development, directly enhancing trade and logiscs. The
ongoing improvement in the quality of logiscs services amidst growing regional and global
compeon further emphasizes this need.

Despite the inherent complexies in measuring logiscs efficiency, several core challenges persist
in many developing economies, which are highly relevant to Cambodia:
e Investment Gaps: A persistent lack of sufficient investment in infrastructure
development.
e Quality of Experse: The need to connuously improve the quality and competence of
logiscs specialists.
o Internaonal Transportaon: Enhancing the overall level and efficiency of internaonal
transportaon services.
e Reliability: Ensuring consistent adherence to delivery mes and improving cargo
tracking capabilies.

When assessing the overall "Doing Business" environment, regions with lower barriers to cargo
movement and more favorable business condions tend to be more atracve for logiscs.
Cambodia, along with other developing countries in Southeast Asia, must undertake profound
reforms to reduce cross-border transport barriers and enhance the transparency of these
processes. Reducing these transport barriers and associated customs and border control costs
will directly lead to improved internaonal trade, mirroring the success observed in advanced
economies.

Crucially, the adopon of public-private partnerships (PPPs), a proven model in leading logiscs
naons, is vital for Cambodia. Acve government support for PPPs, combined with a
comprehensive approach to developing transport services, infrastructure, and efficient logiscs,
is essenal. While European countries and major regional economies demonstrate the most
intensive logiscs development, Cambodia, as a developing naon, must acvely atract more
investments to elevate the quality of its transport and logiscs infrastructure, reduce customs
barriers, enhance service quality, and lower overall logiscal costs.

This requires a concerted effort to strengthen the regulatory and legal framework governing
the logiscs industry, address the need for highly qualified personnel, introduce new
technologies, and connuously improve the quality of services provided. Overall, in the context
of the "Doing Business" Index and internaonal trade indicators, trade oen faces the most
significant hurdles in lower-income countries and emerging markets. Therefore, Cambodia must
acvely work to bridge this gap by improving its trade condions relave to more developed
economies. Measures to further enhance internal transport infrastructure and communicaons,
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reduce administrave barriers at border crossings, and increase market openness for foreign
logiscs companies and investors are indispensable.

Conclusion: Charng Cambodia's Logiscs Future

Based on an evaluaon of global logiscs indices and their applicability, the primary logiscs factors
influencing Cambodia's economy are clear: the state and quality of its transport infrastructure,
the underdeveloped market for sophiscated logiscs services (like 3PL and the absence of 4PL
system integrators), the competence of its logiscs specialists, the effecveness and transparency
of its border management, the ongoing need for improved regulatory frameworks, the lack of
comprehensive naonal stascal data on logiscs development, the degree of integraon into
regional logiscs systems (e.g., ASEAN), and the overall state of internaonal trade, parcularly
exports.

To significantly increase logiscs efficiency in Cambodia, a mul-faceted approach is
recommended:
o Market Development: Foster the growth of the 3PL services market.
e System Integraon: Explore the establishment of a 4PL-level system integrator,
potenally through regional cooperaon or private sector iniaves.
o Human Capital: Elevate the qualificaon levels of logiscs personnel through training and
educaon.
o Border Management: Enhance customs and other forms of control at external borders
to improve efficiency and transparency.
e Regulatory Reform: Develop and refine the regulatory and legal framework governing
the logiscs industry.
o Data Collecon: Improve the collecon and stascal accounng of logiscs development
indicators at the naonal level.
e Regional Integraon: Develop measures to increase integraon into regional logiscs
systems, such as within ASEAN.

The increasing globalizaon of markets necessitates a new paradigm for transport and logiscs
infrastructure development—a shi from isolated soluons to interconnected network soluons.
This implies the creaon of mul-level transport and logiscs centers in Cambodia and partner
countries: central hubs to unify the enre system, support hubs to facilitate cargo flow across
major regional routes, and numerous smaller regional terminals to serve local needs. This
integrated network approach will be fundamental to Cambodia's long-term success in the global
logiscs landscape [1-30].
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