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EXECUTIVE  
SUMMARY

The World Bank prepared three background 
studies as inputs for the development of the 
Cambodia Logistics Master Plan led by the Royal 
Government of Cambodia (RGC) in 2017–2018. 
These studies benefit from a close coordination 
and collaboration with Japan International 
Cooperation Agency (JICA) that focused its 
assessment on transport infrastructure and 
connectivity.

The key findings and recommendations are 
summarized into four parts in respect of the 
three background studies: (a) an update of 
trade competitiveness, (b) a review of the 
legal and regulatory framework of the logistics 
sector in Cambodia, and (c) a design of the 
monitoring and evaluation (M&E) framework for 
the proposed Cambodia Logistics Master Plan.
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During the last decade, Cambodia’s exports of 
goods and services outpaced the growth of the 
economy and outperformed the world export 
growth over the same period. Exports of goods 
and services expanded threefold, from about 
US$4 billion in 2005 to US$13.3 billion in 2016.

The solid export growth resulted in improved 
livelihoods for Cambodian households. For 
a small economy like Cambodia, trade is a 
platform for productivity-led growth. It offers 
access to larger markets and it comes hand in 
hand with foreign direct investment (FDI), which 
has boomed in Cambodia over the last 10 years 
and gives access to transfers of technology 
and know-how. In fact, concomitant to fast 
export growth, Cambodia also experienced 
a booming gross domestic product (GDP) 
growth, averaging 6 percent per year for 
the past decade. In per capita terms, this led 
to Cambodia climbing up 9 positions in the 
international ranking, moving from 163 in 2005 
to 154 in 2016. This income growth was pro-poor, 
resulting in a decline in the poverty headcount. 
In 2014, the poverty rate was 13.5 percent 
compared to 47.8 percent in 2007.

Exports concentrated in the garment sector, 
with some diversification occurring within the 
sector, either in new products or new markets. 
The most common form of diversification 
involved the penetration of a new export 
product into an existing export market, but 
exports also diversified into new destinations 
during this period, reaching 34 new destinations. 
Diversification was mostly within the garment 
sector, where the importance of logistics costs 
in sales is relatively low compared to other 
sectors, indicating that inefficiencies in logistics 
are a reason for low export diversification in 
other sectors. 

Even though there is evidence that Cambodia 
has moved up the value chain toward a 
more sophisticated export mix, garments, 
and specifically, cut-make-trim activities 
still account for most of the value added in 

manufacturing. Garments account for 55 
percent of all manufacturing value added 
in the economy and for 84 percent of all the 
manufacturing value added that was exported. 
In turn, for every dollar exported of garments in 
gross terms, 43 cents originate in Cambodian 
value added, while 57 cents correspond to 
imported components.

Despite Cambodia’s strong position in global 
garment exports, Cambodian firms still occupy a 
low-quality segment of the garment market. The 
prices that Cambodian firms fetch for garments 
in the international markets are 70 percent lower 
than those fetched by top-quality exporters, 
suggesting that there is substantial space for 
quality upgrading, which, in turn, requires top-
class logistics and skilled workers and managers. 

By 2030, through Cambodia’s highways, ports, 
airports, and warehouses, Cambodian firms are 
projected to move 4.1 times more goods. At the 
current trajectory, merchandise exports will grow 
from US$10.1 billion registered in 2016 to US$41.5 
billion in 2030. For this growth to materialize and 
be sustainable, traditional sectors will have to 
keep performing strongly with diversification 
expanding into higher value-added segments 
with more knowledge-intensive activities.

There are encouraging signs that Cambodia’s 
exports are becoming more sophisticated. 
The growth in electronics and auto assembly 
is promising. Recent Japanese investments in 
plants producing small electrical components 
in the border areas of Bavet (located on the 
border with Vietnam) and Poipet (located on 
the border with Thailand) could originate growth 
poles around which new investment can cluster 
over time. The RGC would have to design 
adequate policies to foster these activities to 
position Cambodia as a regional center for FDI 
and manufacturing. 

For Cambodia to improve its competitiveness, 
more transformative reforms are needed to 
reduce high logistics costs that are external 
to firm performance and competitiveness. The 
extremely high logistics cost in Cambodia does 
not find a justification on market conditions 
only, as they hide opaque practices aiming at 
formalizing illegal payments at the border. The 
costs to transport a 40 foot container over land 
from Bangkok to Phnom Penh is about US$2,170. 

TRADE  
COMPETITIVENESS

I
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However, trucking costs are very competitive 
in Cambodia when they are compared to 
neighboring countries. In fact, informal costs for 
border clearances and weighbridge inspection 
are billed by local freight forwarders, which 
contribute to formalizing and hiding corruptive 
practices. Local agents include in their invoices 
all the informal costs that they incur when 
clearing goods at the border and weighbridges. 
This practice was introduced to avoid any 
qualified scrutiny by external audits, undergone 
by the large exporters. These large exporters are 
mostly foreign investors and suppliers of major 
international brands that operate under strict 
anticorruption corporate codes.1 

Substantial reforms could be implemented 
to reduce high logistics costs, including 
the consolidation of multiagency border 
controls and the implementation of a single 
inspection scheme to improve transparency 
and remove informal payments. There is room 
to streamline border operations, by removing 
the Customs/CAMCONTROL duplication and 
by aligning the risk management framework 
for border clearance. While Customs has 
a risk management framework in place, 
CAMCONTROL does not currently use any risk 
framework for border clearance but inspects 
every shipment. Moreover, reforms could be 
introduced to enable trucks to travel from and 
to neighboring countries without transshipping 
goods at the border.

Diversification and upgrading could be 
supported by a combination of public and 
private interventions to enhance production 
capabilities with respect to capital equipment 
and worker skills. To support the development 
of more sophisticated manufacturing in 
Cambodia, it is necessary to enhance 

production capacity. By comparing Cambodia’s 
performance across a series of dimensions, it is 
possible to identify the gaps that it must address 
to improve its competitiveness  compared to 
global competitors.

To expand export diversification in new sectors 
such as intermediate electronics, machinery, 
and transport equipment products, Cambodia 
needs to upgrade its logistics in the short run 
and its human capital in the long run. In terms 
of logistics capabilities, Cambodia ranks 73rd 
out of 159 countries. Successful exporters of 
electronics, such as Thailand or Malaysia, 
are about 30 positions ahead of Cambodia, 
showing the importance of efficient logistics 
to attract investment in this sector. In the long 
term, increased human capital is crucial for new 
export products to develop. Cambodia—with 
its population having an average of 4.7 years 
of schooling—ranks 126th out of 146 countries, 
while successful exporters are typically endowed 
with an average of 9.72 years of schooling. 

Cambodia’s successful integration into global 
value chains (GVCs) can deepen only if urgent 
actions are taken. To build upon its current level 
of value chain integration, Cambodia will have 
to focus on logistics. Two broad themes emerge 
from this study. First, worker skills and capacity 
will need to improve over the medium term if 
Cambodia is to maintain its ambitious growth 
trajectory. Second, the institutions governing 
trade facilitation require stronger governance 
and more efficient procedures. Cambodia 
could consider aligning its trade strategy with 
its plan for increased human capital, as well as 
building up institutions to face the challenges 
and opportunities that integration into the 
global marketplace provides. 

1 U.S. Foreign Corrupt Practices Act (1977), Organisation for Economic Co-operation and Development (OECD) Anti-Bribery Convention 
(1999), and the Council of Europe (COE) Criminal Law Convention on Corruption and the Civil Law Convention on Corruption.
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Logistics and transport services in Cambodia 
currently operate under numerous decrees; 
sub-decrees; and regulations, orders, and 
guidelines, but not all activities in the sector are 
covered. Cambodia does not have a law on 
land transport, but it has partial coverage of 
some aspects of road transport mainly under a 
road law and land traffic law. Other transport 
modes, railway, port and maritime transport, 
and inland waterway, are presently not 
covered by any primary legislation. However, 
the Government has drafted laws for these 
sectors though they are still to be enacted. In 
fact, the process of enacting new legislation 
seems to face long delays in part due to the 
limited capacity of the lead agencies as well as 
a seemingly convoluted bureaucratic process. 
That said, the Government is keen to make 
progress and is actively driving the process of 
enacting the new legislations.

In addition to incomplete coverage, Cambodia’s 
regulatory framework for logistics does not 
fully conform to regional commitments and is 
inconsistent with international good practices. 
Regional and international conventions and 
agreements on transport and logistics are 
partially translated into the national sector 
laws and regulations. Some of the international 
conventions that can help fill the regulatory 

gaps relate to safety and handling of hazardous 
materials. Cambodia signed the ASEAN 
Framework Agreement on Multimodal Transport 
in 2005 but has not transposed this agreement 
into its national law on multimodal transport, 
which means that the country is not compliant 
with the agreement. For instance, Cambodia 
does not have a system to authorize and 
recognize operators registered in other member 
states of the Association of Southeast Asian 
Nations (ASEAN), and its operators are also not 
widely recognized by other member countries. 
Implementation of this agreement is important 
as it will strengthen the legal position of the 
international multimodal transport operators. In 
addition, even though Cambodia ratified the 
Greater Mekong Subregion (GMS) Cross Border 
Transport Agreement, it has not implemented all 
the annexes and protocols to the agreement. 
This has constrained the full implementation 
of the agreement. Consequently, Cambodia 
typically enters into the less-efficient approach 
of concluding bilateral transport agreements 
with its neighbors, especially Thailand and 
Vietnam.

Cambodia does not have a land transport law 
but it is in preparation like many other laws in 
the transport and logistics sector. Some general 
transport issues are being regulated in the 
existing road law and land traffic law. These 
include registration for obtaining an operator’s 
license and overloading of trucks as they directly 
affect the road infrastructure and road traffic 
safety. Access to the road transport market 
and access to the profession of road transport 
operator and truck or bus driver is hardly 
regulated in Cambodia. Often registration and 
fulfilment of the administrative requirements 
are sufficient to obtain an operator’s license for 
carrying out road transport. Professional drivers 
only need a driver’s license and are often able 
to obtain a license without driving lessons and 
examination.

A REVIEW OF 
THE LEGAL AND 
REGULATORY 
FRAMEWORK OF 
THE LOGISTICS 
SECTOR IN 
CAMBODIA

II
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Railway transport in Cambodia operates 
with a regulatory regime of some secondary 
legislations, but these often lack important 
provisions, especially those relating to safety. 
The only railway operator, the Royal Railway 
Company, has to deal with several government 
agencies, including the Port Authority, Customs, 
and CAMCONTROL, and follow and comply 
with their guidelines and regulations on 
different aspects of its operations. In the field 
of international railway transport, the transport 
of dangerous goods is mostly regulated under 
the Regulation for the International Carriage 
of Dangerous Goods by Rail (RID), under the 
guidance of Intergovernmental Organisation for 
International Carriage by Rail (OTIF). Although 
rail traffic in Cambodia is purely domestic, and 
OTIF and RID relate to international carriage, 
in many countries, RID also applies to national 
traffic. This is also recommended for the Royal 
Railway Company.

Cambodia has drafted but not yet finalized the 
important basic laws that govern port, maritime 
transport, and inland waterway transport. 
Currently, these transport modes and facilities 
are being guided by secondary legislations 
such as royal decrees, sub-decrees, ministerial 
regulations, standards, and procedures. By 
recognizing the requirement of basic primary 
legislations that should conform to and be 
compliant with international conventions and 
that serve as a framework for transport and 
logistics development, three draft laws were 
prepared and are pending to be proposed 
for finalization and adoption. These include 
(a) Draft Port Law, (b) Draft Law on Maritime 
Transport, and (c) Draft Law on Inland Waterway 
Transport. These draft laws were reviewed, 
and their contents appear to include basic 
conformity with the principles of international 
conventions, good practices, and standards.

The Draft Port Law contains provisions that 
conform with international good practices 
and standards. It defines four classes of port 
categories (international, bilateral, domestic, 
and special ports, for example, for a specific 
commodity and for a specific user) and the 
port zone. The responsibilities of the port 
management body include, among others, port 
facilities and channels, harbor master function, 
port development and implementation plan, 
and supervision and/or conducting of port 
operations. The last one leaves room for third-
party/private involvement. It specifies the 
principles of port dues and charges and the 
requirement for publication of those and the 
possibilities of the Ministry of Public Works and 
Transport (MPWT) to set limits. The Draft Port 
Law has a chapter on safety and environment, 
for example, for ship-generated waste, spill 
contingency plan, and port facility security 
requirements, all in line with the International 
Maritime Organization (IMO) regulations, and 
chapters on pilotage and the navigation 
channels and navigation. Details are to be 
included in sub-decrees. The port authorities 
are in discussion with the MPWT on the Draft Port 
Law but argue that the main points for them in 
the Draft Port Law relate to trade facilitation 
and safety issues.

The Draft Law on Maritime Transport provides 
the legal and institutional framework for 
administration and management of maritime 
transport and defines the general principles 
on the governance structure for development, 
administration, and management of maritime 
affairs. Each chapter in the law addresses the 
international conventions (Safety of Life at Sea 
[SOLAS], Convention for Prevention of Marine 
Pollution [MARPOL], and so on). The general 
provisions describe the objectives (among 
others, safety of ships, environment, maritime 
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operations, and commerce; development of 
the sector; and labor force), followed by the 
marine area and the exclusive economic zone 
of the Kingdom of Cambodia. The respective 
chapters deal with ship registration, business 
licenses for shipping companies (to be issued 
by the MPWT), crew requirements, safety of 
ships, safety of environment, navigation and 
entry permits, inspection and control of vessels, 
investigations in case of incidents, shipyards and 
repairs, and finally enforcement and penalties. 
The provisions are of a general nature, and not 
all details are included. Some of the details are 
then elaborated in secondary legislation.

The Draft Law on Inland Waterway Transport 
mainly focuses on cabotage in inland waterway 
transport operations. The main purpose of the 
Draft Law on Inland Waterway Transport is to 
maintain order, security, and safety of inland 
waterway transport and to protect human 
lives and wildlife and environment of the 
inland waterways. It also draws some contents 
to prevent adverse effects to human health 
and damage of public and private property 
and encourage development of the inland 
waterway sector. The draft law is applicable 
to the ships, crew, ship owners and shipping 
companies, and the construction of waterways 
and other activities related to navigation. The 
draft law only relates to Cambodian waters; 
it does not include border crossing and 
international transport. The draft law covers 
mainly those activities that are not regulated 
under the Draft Law on Maritime Transport. 
The intersection between maritime transport 
regulations and inland waterway transport 
can at times be confusing unless the scope of 
the respective regulations is clearly defined. In 

particular, Cambodia seeks to regulate carriage 
of cargo between two points in national 
waterways including coastal sea water within 
the country by vessels registered in Cambodia 
and in another country. Like most countries, 
Cambodia still highly restricts the permission of 
foreign vessels to engage in cabotage. 

Cambodia does not have a national legal 
framework for multimodal transport though it 
signed the ASEAN Framework Agreement on 
Multimodal Transport. A national legal framework 
for multimodal transport should normally cover 
carriage of goods by national and international 
multimodal transport contracts, which also 
include provisions concerning the liability of 
multimodal transport operators. Cambodia and 
other ASEAN member states2 signed the ASEAN 
Framework Agreement on Multimodal Transport 
on November 17, 2005. In the agreement, 
‘international multimodal transport’ is defined 
as the carriage of goods by at least two 
different modes of transport on the basis of a 
multimodal transport contract from a place in 
one country at which the goods are taken in 
charge by the multimodal transport operator 
to a place designated for delivery situated in a 
different country. An important element in this 
agreement is the registration of the multimodal 
transport operators. For inclusion in the register 
of multimodal transport operators, the person 
concerned shall submit an application to the 
respective competent national body and 
establish that he/she fulfils all requirements as 
prescribed by national law. Lack of a national 
legal framework for multimodal transport in 
Cambodia has constrained its compliance with 
this agreement. This puts serious bottlenecks 
for the international and national operation 

2 Brunei Darussalam, Republic of Indonesia, Lao People’s Democratic Republic, Malaysia, Union of Myanmar, Republic of the Philippines, 
Republic of Singapore, Kingdom of Thailand, and Socialist Republic of Vietnam.
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of multimodal transport operators. While 
Cambodia does not have a system to authorize 
and recognize operators registered in other 
member states, its operators are also not yet 
widely recognized by any of the other member 
countries. Having a national legal framework 
for multimodal transport operators would help 
address this constraint. 

Cambodia does not currently regulate freight 
forwarding while it regulates customs brokers. 
This is quite common across the world as most 
countries do not have a legal and regulatory 
framework for freight forwarding other than 
having freight forwarding businesses registered 
as enterprises. Some countries impose business 
operating license issued by public work and 
transport agencies, but such imposition often 
brings about administrative frustrations rather 
than facilitating the establishment of freight 
forwarding businesses. It may not be necessary 
that Cambodia should have national legislation 
to regulate the freight forwarding business. 
Rather, if Cambodia drafts a law on multimodal 
transport, then that should cover the freight 
forwarding activities without the need for a 
specific law. Customs brokers are regulated 
under the Law on Customs and related customs 
regulations. However, the capacity of customs 

brokers needs substantial upgrade as they have 
a significant impact on the performance of 
Cambodian supply chains.

Cambodia faces capacity challenges not only 
in coordinating across ministries to process and 
adopt new laws but also in implementing and 
enforcing existing laws and regulations of the 
transport and logistics services. In November 
2017, Cambodia established a national logistics 
steering committee (NLSC) and a national 
logistics council (NLC) that aim at improving 
coordination between line ministries and being 
a consultative and decision-making forum to 
deal with transport and logistics issues. While 
there has been some progress, key challenges 
remain, especially in terms of the capacity of 
the MPWT to develop and enforce laws and 
regulations. Cambodia has a lengthy process to 
develop primary legislation with a few reaching 
the final stage of approval. There have also been 
limited stakeholder consultations in drafting 
legislations and regulations to which important 
feedbacks and opinions of the private sector 
were reported to exclude in the final legal text 
of laws and regulations. The MPWT still needs to 
improve its capacity to monitor implementation 
of laws and regulations and their impact.
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Cambodia faces serious challenges in logistics 
performance with indications that costs are 
higher and quality of logistics services is lower 
than regional peers. Establishing an accurate 
picture of the logistics performance is hampered 
by a lack of data to monitor the sector. Given 
that Cambodia has leveraged integration to 
the global marketplace with continuous growth 
of trade volumes, there is a much stronger need 
for a proper M&E system to support transport 
and logistics strategic planning, evidence-
based policy making, and the monitoring of the 
implementation of policies related to logistics.

Monitoring and evaluation are integral parts 
of policy development and implementation in 
the logistics sector. Monitoring focuses on the 
activities and outputs, and evaluation focuses 
on the outcome and goals through a set of 
appropriate indicators. Typically, at the macro 
level, indicators are defined to cover four 
dimensions of a national logistics system, namely 
(a) quality of transport and communication 
infrastructure, (b) efficiency and effectiveness 
of public institutions and policy framework for 
trade and logistics, (c) quality and reliability 
of logistics services, and (d) performance and 
competitive advantages of industry actors: 
shippers and consignees.

Based on the available data, Cambodia has 
made some progress in improving logistics 
performance. For instance, data from the 2017–
2018 World Economic Forum Report point to 
improvements in the quality of road transport 
infrastructure (scored at 3.2 on a scale from 1 
to 7) and port infrastructure and air transport 

infrastructure (3.7) but also little improvement 
in the quality of railroad transport (1.6). The 
performance of institutional and policy 
dimensions remains relatively poor, especially in 
terms of a legal framework for resolving disputes 
(2.9) and accessibility of regulations (2.8). 
Efficiency and effectiveness of policy and rules 
implementation also lag regional averages. 
Irregular payments and bribes remain a serious 
issue in obtaining permits, certification, and 
inspections for industry traders and service 
providers. Despite huge investments in customs 
modernization and automation, the burden of 
customs procedures remains high and at an 
alarming level for traders and services providers.

There are limited data available to monitor 
the performance of logistics service providers 
and shippers and consignees. In general, the 
logistics system of Cambodia is perceived as 
archaic, inefficient, ineffective, and costly to 
users. The available macro-level data are not 
detailed enough to allow the assessment of the 
actual logistics services of the country. There 
is therefore a need for establishing a baseline 
on the logistics performance of manufacturing 
firms and service operators in the Cambodian 
supply chains.

Measuring the performance of a logistics 
system from the user perspective offers valuable 
insights. The users of logistics in a country are 
the exporters, the importers, the manufacturers, 
and the traders. A monitoring framework with 
key performance indicators (KPIs) is designed to 
keep track of the actual logistics performance 
in the country. These KPIs focus on the actual 
logistics capability of both users of logistics 
services and logistics service providers, covering 
three performance dimensions: logistics cost, 
time, and reliability. However, obtaining data 
on these parameters of performance often 
requires surveys of manufacturers and other 
generators of demand and of freight forwarders 
and logistics service providers.

The results of the logistics user and service 
provider survey conducted for this background 
study on M&E confirmed that Cambodia suffers 
from significantly high logistics cost over sales 
when compared to Vietnam and Thailand. 
Cambodia’s logistics cost over sales is estimated 

A DESIGN 
OF THE M&E 
FRAMEWORK FOR 
THE PROPOSED 
CAMBODIA 
LOGISTICS MASTER 
PLAN
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at 20.52 percent, higher than Thailand (11.1 
percent) and Vietnam (16.3 percent). In ASEAN, 
Thailand has the lowest logistics cost over sales 
while the Philippines has the highest logistics 
cost at more than 27 percent. It is possible that 
the archipelagic nature of the Philippines and 
Indonesia negatively affect logistics cost as 
logistics activities tend to be more expensive 
in island countries. Logistics cost over sales is 
defined to have four components: (a) transport 
cost over sales, (b) warehousing cost over sales, 
(c) inventory carrying cost over sales, and (d) 
logistics administration cost over sales. In 2017, 
the value of logistics cost in Cambodia can be 
estimated at US$1.96 billion of its total exports.

Transport costs are the highest component of 
logistics costs followed by inventory carrying 
cost. Transport and warehousing cost in 
Cambodia is even higher than in Indonesia. This 
means that reducing logistics cost in Cambodia 
is not just an issue of reducing transport cost. 
The high cost of inventory is a by-product of 
unreliability in the logistics system in Cambodia. 
Another key issue is that logistics cost is driven by 
the sector in which the responding firm operates. 
Firms that operate in high-value sectors will 
often have lower logistics cost over sales when 
compared with firms in lower-value sectors. 

The survey also confirmed that informal charges 
levied by government agencies are significant. 
Informal charges were estimated at about 48 
percent of the logistics administration cost or 
represent about 4.38 percent of total annual 
logistics costs in 2017. A decomposition of 
these informal charges has been attempted to 
improve the understanding of informal payments 
as a burden to the trading community. These 
informal charges were confirmed by industry 
stakeholders and logistic service providers 
and operators. Based on this estimate, the 
informal charges in Cambodia can therefore 
be estimated at US$85,720,800. Among others, 
trucking costs in fact are very competitive 
when they are compared to neighbouring 
countries. Local freight forwarders, however, 
have allegedly consolidated opaque practices 
whereby they produce formal invoices to 
also cover the informal costs they incur when 
clearing goods at the border. The informal costs 
are often hidden in lump-sum service contracts 

between industry and service operators to 
which service operators would absorb all 
informal payments in their final prices presented 
in the service contracts.

Reliability is the most important concern for 
export-oriented manufacturers in Cambodia. 
Among time, cost, and reliability, 38 percent 
of manufacturers identified reliability as their 
primary concern. Unreliability in a national 
logistics system negatively affects the overall 
performance of logistics in a country. Poor 
reliability forces manufacturers, producers, and 
traders in the country to carry more inventory. The 
higher the inventory level, the higher the tied-up 
capital cost thus affecting the overall logistics 
cost in the country. As such, reliability has to 
be given priority when policies are designed to 
improve logistics performance. If reliability is not 
improved, then cost issues cannot yet be given 
priority in the country. At the end of the day, 
high costs tend to be further transferred back 
to either customers or suppliers. In improving 
logistics, cost is still important but the level of cost 
is highly affected by the obtained reliability.

Cambodia is performing relatively well in cash 
conversion cycle (C2C) and delivery in full, 
on time (DIFOT). A comparison of these KPIs 
against selected ASEAN countries shows that 
Cambodia’s C2C is shorter when compared 
to other countries. It is possible that because 
the country is still a cash economy where 
payment is often made upon delivery of goods 
and services, thus shortening cash flows. The 
country’s DIFOT capability is slightly better than 
that of Indonesia. However, it is still one of the 
key weaknesses of the Cambodian logistics 
system. The DIFOT level for the automotive sector 
is the highest in Cambodia. This is probably 
due to the nature of the automotive industry 
where just-in-time practices are the norm. It is 
also interesting to notice that the textile and 
garment sector has a relatively low DIFOT level 
when compared with Indonesia and Thailand 
but higher than Vietnam. This is interesting as 
this sector is still relatively competitive when 
compared to Vietnam even though there is not 
much difference in terms of logistics costs over 
sales. Food produce suffers from lower DIFOT 
when compared with other selected ASEAN 
countries. 
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A. PRIORITIES IN TRADE 
COMPETITIVENESS

To continue growing along the intensive 
margin—that is, to consolidate existing exports—
Cambodian firms will need to remain cost-
competitive, meaning that their productivity will 
need to increase at the same pace as wages. 
Increases in productivity will be driven by 
increases in competition, improvements in the 
provision of key backbone services (including 
electricity), upgrading of skills—both of workers 
and managers, and increased innovation.

To diversify into more sophisticated segments 
of production, Cambodia should tackle the 
overburden of informal payment practices 
by undertaking more radical reforms to 
remove corruption and patronage preference 
practices at border clearance and weighbridge 
inspection. Key priority actions include the 
following:

(a) Adopt a comprehensive integrity and 
anticorruption strategy (including a 
strong and implementable ethical code 
of conduct for border agency staff) 
considering international good practices 
for border management operations.

(b) Implement a modern automation system for  
non-customs border agency management,  
especially for CAMCONTROL, by reducing 
face-to-face interactions between staff 
and traders and by using the appropriate 
risk management framework to reduce 
the current rate of 100 percent physical 
inspections. 

(c) Digitalize/automate port operation 
processes to reduce face-to-face 
interaction and remove informal 
payments.

(d) Establish a feedback loop for border 
agencies and port operators by 
expanding the existing mechanism 
initiated by the General Department of 
Customs and Excise (GDCE). This system 

should be deigned to receive complaints 
and opinions of the trading communities 
and logistics operators on informal 
payments and administrative burdens 
related to border clearance and road 
transport weighbridges. 

Cambodia would have to upgrade its human 
and institutional capital immediately to close 
the gap with competitor countries to upgrade 
its participation in GVCs. For Cambodia to 
increase its capabilities required to move into 
more knowledge-intensive investment activities, 
it should consider three main actions in parallel:

(a) Establish a clear policy framework to 
improve skills and knowledge of workers 
and to upgrade managerial competency 
in industries and in government institutions.

(b) Close the current gap of skills shortage 
and mismatch by considering importation 
of skilled labor and implementing 
knowledge transfer program for specific 
industries through investment incentives.

(c) Invest in human capital development by 
improving education and health delivery 
services focusing on education and 
health quality.

B. LEGAL AND REGULATORY 
REFORM PRIORITIES

Cambodia needs to modernize its legal and 
regulatory framework for logistics and ensure 
consistency in implementation so that in both 
cases they are aligned with international 
standards and good practices. A modern 
framework should be clear on what needs 
to be regulated and what does not need to 
be regulated in support of a dynamic and 
innovative transport and logistics services sector. 

(a) To establish a modern legal and regulatory 
framework, Cambodia needs to urgently 
enact the basic transport laws to close 
the current legal gap of Cambodia by 
adopting international standards and 
good practices. These include the law on 
road transport, law on inland waterways, 
law on port, law on maritime transport, 
law on multimodal transport, and law on 
railway.

RECOMMENDATIONS
IV
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(b) Since Cambodia currently relies largely 
on secondary legislations for transport 
and logistics services that are largely 
dispersed across agencies, it needs to 
revise these regulations to make them 
consistent with international standards 
and good practices, aiming at reducing 
administrative burdens faced by transport 
operators and service providers.

(c) Engage with all relevant stakeholders to 
gather feedback and opinions to help the 
MPWT modernize and develop the legal 
and regulatory framework for transport 
and logistics services. 

(d) It is also a good practice when formulating 
legislation to carry out some regulatory 
impact assessment to balance the costs 
and benefits of such new legal instruments. 

(e) Making good laws and regulations must 
follow some good practice principles as 
follows:

• Regulation should be kept minimal and 
limited to only a few issues relating to 
the interests of safety or market failures 
such as the existence of monopolies 
that one market player can create 
more income and profit than that 
would be allowed in a healthy market.

• Regulations should be accessible, 
simple, and understandable 
(Cambodia established a national 
trade repository or trade portal but 
it has not been regularly updated to 
enrich the content, especially legal 
and regulatory contents on transport- 
and trade-related issues).

• Rules and regulations should be 
consistent with transport and logistics 
policy goals.

• Special sectors may require special 
policies and regulations.

• Rules and regulations should conform 
to bilateral, regional, and international 
agreements.

• Guidelines and administrative 
structure should be established for 
implementation and enforcement.

• Implementation of laws and regulations 
and their impacts should be monitored.

C. PROPOSED M&E FRAMEWORK
An M&E framework for Cambodia’s logistics 
strategy has to be prepared as in table 1, based 
on the abovementioned baseline data to 
populate key defined indicators at two levels: 
(a) macro-level indicators and (b) KPIs at the 
sector/firm level:

(a) The macro-level indicators are defined 
to monitor and assess (i) national policies 
and interventions at the sector and 
country level and (ii) global comparisons 
and benchmarking. These indicators are 
mainly synthetic by condensing several 
sub-indicators into a single indicator 
and can be obtained from secondary 
sources as described hereunder. Firm- 
and industry-level indicators are defined 
to capture and monitor sector strategies, 
supply chains solutions, intervention 
modes, and facility improvements. These 
indicators provide in-depth M&E of firm-
level logistics performance and need to 
be obtained through automated data 
streams capturing real-time transactions 
through an automated logistics statistical 
system and surveys.

(b) Macro-level indicators—for example, 
through global indicators such as the 
World Economic Forum (WEF) - Global 
Competitiveness Indicators, International 
Institute for Management Development 
(IMD) World Competitiveness Yearbook, 
and World Bank Doing Business and 
Logistics Performance Index (LPI)—should 
be used to measure Cambodia’s logistics 
performance. These include quality of 
infrastructure, time to export, control 
of international distribution, institutional 
capacity, ability to track and trace, and 
competence and quality of logistics 
service. Based on some of these indexes, 
it is apparent that Cambodia is making 
progress in many areas but still performs 
below the regional average on most 
logistics indicators.
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(c) Designing of KPIs needs to be realistic, 
implementable, and relevant. Key 
recommendations for KPIs include the 
following:

(i) Indicators have to be tailored to 
different classes of users, both public 
and private.

(ii) Collection, management, and timely 
processing of data on logistics are 
important for the success of the 
strategy.

(iii) A logistics data system is needed to 
allow continuous monitoring and 
in-depth analysis that will support 
the development of more targeted 
logistics policies.

(iv) It is important to automate data 
management—including big 
data techniques for the General 
Department of Logistics (GDL) under 
the MPWT,  the lead agency and focal 
point for the logistics sector—including 
the planning and development of the 
logistics-related policies.

(d) A draft design of the M&E framework for 
the Cambodia Logistics Master Plan has 
been prepared and aligned with five 
strategic areas. The M&E includes some 
proposed macro indicators and KPIs.

(e) Moving forward, it is necessary for the 
GDL to continuously use the M&E system 
proposed. There is a need for the GDL 
not only to have the institutional authority 
over the M&E system but also to develop 
a logistical statistical system that will 
compile the data and highlight areas 
for improvement. The purpose of the 
M&E is not just to monitor and evaluate 
the national logistics master plan but 
to collect key data that will be used for 
further policy decision making related to 
transport and logistics issues.

(f) In terms of data collection frequency, the 
GDL will need to collect the firm-level data 
at least once per year to reflect the ever-
changing logistics situation in Cambodia. 
The first six months of the year could be 

used to collect data from users of logistics 
services and the last six months of the year 
could be used to collect logistics service 
providers’ data. The GDL may consider 
collecting logistics performance data 
from specific sectors based upon national 
priorities.

(g) The GDL will have to be not only the 
secretariat of the NLC and NLSC but also 
the lead agency and focal point for the 
logistics sector, including the planning 
and development of the logistics-related 
policies. Therefore, the GDL responsibilities 
should include the maintenance of a 
logistics database that will reflect the 
developed M&E system. The GDL will 
have to compile data from the WEF 
and the Doing Business database on 
an annual basis, collect data from the 
LPI on a biennial basis, and conduct its 
own surveys related to the performance 
of users of logistics and logistics service 
providers in the country on an annual 
basis. For the data collection to be 
sustainable, the GDL should establish 
Memorandums of Understanding with key 
private sector associations and academia 
to be successful in the collection of the 
necessary data.

(h) Collecting data will not be sufficient 
in itself, and the development of a 
computerised system for logistics statistics 
will enable further in-depth analysis that 
will support the development of more 
targeted logistics policies. The GDL would 
need to further explore the possibility of 
establishing an information technology (IT) 
system for transport- and logistics-related 
statistics. Table 20 describes the list of key 
actions needed for the GDL to be able 
to monitor and evaluate the Cambodia 
Logistics Master Plan and other logistics-
related policies in a sustainable manner. 
Table 20 provides indications related 
to which actions will have the highest 
impact on the sustainability of the logistics 
M&E system for Cambodia.
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Table 1. Cambodia’s M&E Framework with Targets

Strategy Indicator 2017 2020 2025

Strategy 1 Development of Economic Corridors and International Gateways

Programs Road Transport 
Capacity 
Enhancement

WEF: Quality of roads 3.2 3.5 4

WHO/MPWT: Road fatality rate3 (%) (2013) 17.4 16.50 16.00

MPWT: Access to road transport networks (%) tbd tbd tbd

MPWT: Fuel cost as a percentage share of 
total transport costs (%)

tbd tbd tbd

WDI:4 CO2 emissions from transport (% of total 
fuel combustion) (2014)

63.61 62.00 61.00

Promotion of Railways 
as an emerging mode

WEF: Quality of railroad infrastructure 1.6 3.5 4

Inland Water Transport 
Improvement

WEF: Quality of port infrastructure 3.7 4 5

Sihanoukville and 
Phnom Penh Port 
Development

WDI: Container port traffic (TEU, in thousands) 482 500 620

Strategy 2 Development of Logistics Hubs for Multimodal transport

Programs Bavet Border Area 
Improvement

LPI: The quality of trade and transport 
infrastructure

2.36 2.5 3

Poi Pet Border Area 
Improvement

LPI: The quality of trade and transport 
infrastructure

2.36 2.5 3

Logistics Complex 
Development

LPI: The quality of trade and transport 
infrastructure

2.36 2.5 3

Air Cargo 
Development

WEF: Quality of air transport infrastructure 3.7 4 5

Urban Transport 
Facilitation

LPI: The quality of trade and transport 
infrastructure

2.36 2.5 3

Regional Development 
Support

WEF: Quality of overall infrastructure 3.4 3.5 4

Strategy 3 Realization of Seamless Border Management

Programs Port Management 
Enhancement

WEF: Irregular payments and bribes 3 3.5 4

Introduction of 
Cambodia NSW

WEF: Burden of government regulation 3.4 3.5 4

Trade Support WEF: Efficiency of legal framework in settling 
disputes

2.9 3.5 4

Trade Compliance 
Improvement

WEF: Efficiency of legal framework in 
challenging regulations

2.8 3.5 4

Optimization of 
CAMCONTROL and 
Procedures

WEF: Transparency of government policy 
making

3.2 3.5 4

LPI: The efficiency of customs and border 
clearance

2.62 3 4

3 Estimated road traffic death rate (per 100,000 population) by WHO: http://apps.who.int/gho/data/node.main.A997. 
4 World Development Indicators (WDI) at http://wdi.worldbank.org. 
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Strategy 4 Capacity Enhancement of Logistics Service Providers

Programs Establishment of 
Logistics Technical 
Training Center

LPI: The competence and quality of logistics 
services
LSP: Average order cycle time (days)
LSP: Transportation lead time (days)
LSP: C2C (days)
LSP: DIFOT (%)
LSP: Damage rate (%)
World Bank Enterprise Survey:5 Percentage of 
service firms (excluding retails) identifying an 
inadequately educated workforce as a major 
constraint (2016)

2.6

6.48
4.16
6.03
84.84
2.86
14.5

3

6
4
6
90
2
13

4

6
4
6
95
2
12

Public-Private Dialogue WEF: Efficiency of legal framework in 
challenging regulations
WEF: Transparency of government policy 
making

2.8

3.2

3.5

3.5

4

4

Logistics Business 
Modernization

User: Outsourcing ratio (%)
User: Service level agreements (%)
User: DIFOT (%)
User: Damage rate (%)
User: Customer complain rate (%)
User: Ratio of returns (%)
User: Forecast accuracy (%)
User: C2C (days)
World Bank Enterprise Survey: Percentage 
of manufacturing firms identifying an 
inadequately educated workforce as a major 
constraint (2016)

68
26
82.32
3.46
5.8
3.68
81.25
9.49
20.3

75
50
85
2
2
2
85
10
19

80
80
90
2
2
2
90
10
18

Introduction of Modern 
Logistics Technology

LPI: The ability to track and trace 
consignments

2.7 3.5 4

Market Mechanism 
Enhancement

WEF: Local supplier quality
WEF: State of cluster development
WEF: Nature of competitive advantage
WEF: Value chain breadth
WEF: Control of international distribution
WEF: Production process sophistication

3.6
4
3.2
3.6
3
3.1

4
5
3.5
4
3.5
3.5

5
6
4
5
5
5

Strategy 5 Strengthening of Legal and Institutional Framework

5 World Bank Enterprise Survey at http://www.enterprisesurveys.org/data/exploreeconomies/2016/cambodia#workforce--sector. 
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Programs Capacity 
Development of GDL

Facilitation of Trade 
Agreements

TAB: Time to export (border compliance) (hours)
TAB: Cost to export (border compliance) (US$)
TAB: Time to export (documentary 
compliance) (hours)
TAB: Cost to export (documentary 
compliance) (US$)
TAB: Time to import (border compliance) (hours)
TAB: Cost to import (border compliance) (US$)
TAB: Time to import (documentary 
compliance) (hours)
TAB: Cost to import (documentary 
compliance) (US$)
WEF: Prevalence of trade barriers
WEF: Trade tariffs (% duty)
WEF: Prevalence of foreign ownership
WEF: Business impact of rules on FDI
WEF: Burden of customs procedures

48
375
132

100

8
240
132

120

4.1
9.3
4.5
4.4
3.2

43
338
118

90

7
216
118

108

5
8
5
5
3.5

38
304
106

81

6
194
106

97

6
7
6
6
4

Enhancement 
of Borderless 
Transportation

LPI: The ease of arranging competitively 
priced shipments

3.11 3.5 4

Optimization of 
Logistics Costs

User: Logistics cost/sales (%) 20.52 16 11

User: Warehousing and inventory costs (%) 9.69 7.00 5.00

Note: LSP = ; NSW = ; TAB = Trading Across Borders; TEU = Twenty-foot Equivalent Unit; WDI = World 
Development Indicators; WHO = World Health Organization.
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