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Analysis of Vertical Fragmentation of the Regional Industries:
Using Average Propagation Length in the Multi-Regional Input-Output
Table in 2005

Euijune Kim* - Yoojin Yi** - Jaewon Chang*** - Eunjin Choi**

Abstract : The purpose of this study is to analyze the process of vertical fragmentation of regional indus-
tries in Korea using Revealed Comparative Advantage index (RCA) and Average Propagation Length
(APL). First of all, the competitiveness in regional export and substitution of regional imports were strong
in the Electricity, Gas, and Water supply sector in Gyeongnam, and consumer-oriented Manufacturing
sector in Incheon, Gyeongnam, and Gwangju. The high values of the APL were also found in the regions
with common similarity with respect to the industrial structure and the sectors with indirect effects. In
addition, the industrial sectors with high quality of infrastructure, and endowed services tended to be lo-
cated in the beginning of the production chain. Flnally, since manufacturing and service sectors in Seoul
has higher APL, they could lead the growth of other related industries as key sectors, in the production

fragmentation.

Key Words : vertical fragmentation, key sector, production chain, Average Propagation Length, Revealed

Comparative Advantage index
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