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Efficient logistics are becoming a cornerstone of economic growth in Cambodia. Global reports, like the World Bank'’s analysis of the Logistics Performance Index
(LPI), consistently highlight that a strong logistics sector is vital for a country’s competitiveness on the international stage.

This research, drawing insights from studies on other developing regions, examines how improvements in logistics over a decade directly impact economic indicators
in Cambodia. We conducted a comprehensive factor analysis, considering not only the logistics sector (including transport and telecommunications) but also broader

economic measures such as GDP, trade, and industrial output.

Our findings identify key interconnected factors that drive Cambodia’s economic expansion. These include the health of general and agricultural industries, investment
levels, trade volumes (especially auto transport and freight turnover), the state of communication networks (service and mobile), and the efficiency of railway and air
transport. The study reveals that logistics efficiency significantly influences not only Cambodia’s current economic growth but also its future development and integration

into the global economy.

Introduction

Logistics plays an increasingly vital role in the economies
of developing nations like Cambodia, impacting diverse areas
from transport networks and storage systems to information
and communication infrastructure, packaging, and supply
chain management across industries, exports, and imports. As
Hayaloglu [1] noted, logistics is now a crucial element of trade,
actively contributing to its advancement.

Consequently, developing the logistics sector offers
substantial advantages for growth. Investments in logistics
can transform how businesses operate and significantly
benefit the country as a whole. While a clear, widely accepted
definition of the logistics industry has historically been elusive
[2], hindering direct quantitative assessments of its impact

on international trade, existing studies often focus on specific
aspects of the supply chain [3,4].

To understand the full scope of the logistics sector’s
influence, this article aims to analyze not only Cambodia’s
transport sector but also its telecommunications and key
national economic components. These include household
consumption, government spending, gross capital formation
(i.e., investment), the overall population, and employment
levels.

Literature review

Understanding Cambodia’s logistics performance in a
global context

The Logistics Performance Index (LPI) is a critical measure
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of a country’s economic growth and competitiveness in both
international and domestic trade. The logistics sector is
widely recognized as a primary driver of national economic
development [5]. The World Bank first published the LPI, which
measures the effectiveness of international supply chains, in
2007 and has since released it biannually starting in 2010.

When comparing Cambodia’s LPI performance, it’s
useful to look at global trends. The top-performing countries
consistently include economic powerhouses like Germany,
Singapore, the Netherlands, and the UK, demonstrating
sustained excellence in logistics. These nations have
consistently held high positions in LPI rankings from 2007 to
2016, with only minor fluctuations for a few others like Sweden
and Japan. Conversely, the list of lowest-performing countries
often comprises developing nations facing significant logistical
challenges, many of which are in Africa and parts of Asia (e.g.,
Timor-Leste, Myanmar, Lao PDR, Tajikistan, Afghanistan).

While top-performing countries steadily improved their LPI
scores (from 4.06 to 4.13 points, a 1.7% increase), and lower-
performing ones showed some progress (from 1.86 to 1.93
points, a 3.7% improvement), the gap remains substantial. This
slow narrowing of the divide is often attributed to economies of
scale, geographical advantages, integration with global supply
chains, and specific national initiatives to boost LPI scores. For
Cambodia, understanding these global benchmarks can provide
valuable insights for strategic improvements.

The World Bank’s “Connecting to Compete” reports
categorize countries based on their LPI scores, dividing them
into four quintiles:

- Logistically Unfriendly: Least developed countries with
severe logistical constraints (LPI scores between 1.00-
2.00).

» Partial Performers: Low- and middle-income countries
with some logistical constraints (LPI scores between
2.00-3.00).

- Agreed Performers: Countries with better logistical
performance than most others in their income group
(LPI scores between 3.00-3.50).

+ Logistic-Friendly: Mostly high-income countries with
superior logistical capabilities (LPI scores between
3.50-4.25).

The World Bank’s annual “Doing Business” reports,
published since 2004, also offer crucial insights into logistics,
specifically through their “Trade Across Borders (TAB)”
indicators. These reports assess business regulations affecting
domestic firms in 190 countries, including aspects relevant to
logistics. TAB indicators measure the time and cost involved
in the logistical processes of exporting and importing goods,
encompassing documentation, border compliance, and internal
transport. The “Distance to Frontier (DTF)” score (0-100)
indicates how close an economy is to the best performance,
with 100 representing the highest productivity. The rank (1-
190) reflects a country’s position, with 1 being the best.

Analyzing these indicators for Cambodia alongside regional
and global trends can reveal areas where the country excels and
where further improvements are needed to enhance its trade
efficiency and overall economic growth. Global leaders in Trade
Across Borders include Singapore (2014) and the Netherlands,
Belgium, Austria, and Luxembourg (2015-2016), highlighting
the potential for significant gains through streamlined trade
processes.

Research method
Factor and regression analysis for Cambodia

To assess the impact of logistics development on Cambodia’s
economic growth, this study employs a factor and regression
analysis, similar to methods used for other developing regions.
GDP is used as the primary criterion for economic growth.
Additionally, a range of independent indicators is considered,
drawing inspiration from existing research [1,6].

Our analysis for Cambodia will include variables such as:
GDP

Gross Capital Formation (instead of total investment in
inland transport infrastructure)

Rail transport (million T-km)

Road transport (million T-km)

Air transport (million T-km)
Telephone lines (per 100 people)
Mobile cellular subscriptions (per 100 people)
Internet users (per 100 people)

Trade volumes (exports and imports)
Freight turnover

Agricultural output

Industrial output

Manufacturing production

Services output

Household consumption
Government spending

Overall population

Employment levels

By analyzing these 16 variables, we aim to uncover the
interrelationships between logistics and various facets of
Cambodia’s economy, determining how they influence each
other and contribute to overall economic development. This
comprehensive factor analysis will utilize data collected for
Cambodia over a relevant period, similar to the 2007-2016
timeframe used in studies of other regions [7-14].
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Conclusion

In conclusion, it is clear that the development of
logistics strongly correlates with a country’s overall level of
development. Our research, adapted for the Cambodian context
based on insights from analyses in other developing regions,
highlights several key takeaways for Cambodia’s logistics
sector and its impact on economic growth:

Investing in and improving the components of logistics is
crucial. This includes enhancing the quality of infrastructure
(e.g., roads, ports, airports), boosting the competence of
logistics professionals, improving tracking systems for goods,
and ensuring the timeliness of deliveries. Furthermore, efforts
to reduce border and trade barriers for cargo movement are
essential. These improvements will necessitate institutional
reforms to enhance integration, industry regulation, market
access, and security.

Econometric analysis, applied to Cambodia, would likely
confirm a strong interrelation between logistics performance
(LPI) and key economic indicators like GDP. Just as in other
regions, countries with lower GDP in Cambodia may tend to
have lower logistical efficiency. To reduce such imbalances,
continuous and significant improvements in LPI components
are vital for Cambodia. This includes focusing on the quality
of trade and transport infrastructure, the efficiency of customs
clearance processes, the ease of supply organization at
competitive prices, and the competence and quality of logistics
services.

Ultimately, an effective and well-implemented logistics
system is a determining factor for sustainable economic growth
in Cambodia. However, it’s also important to acknowledge that
while income level explains a significant portion of logistics
efficiency, policy and governance are equally crucial factors in
shaping a robust and competitive logistics landscape.
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