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Measures to Leverage Balanced Regional Development Fund
for Innovation City Performance Sharing

Pyongrok Oh- You SeungSu- Hyo-In Sung

Research Goals and Methods

Korea's Innovation City policy is centered on relocating public institutions
from the Seoul Capital Area to local cities, fostering them as regional
growth hubs for balanced regional development. Jeonbuk Innovation City
has seen population growth and economic revitalization due to the
relocation of public institutions and the settlement of public sector
employees and their families. Notably, since apartment occupancy gained
momentum between 2014 and 2016, Jeonju and Wanju have experienced
an increase in their population growth. Additionally, corporate activities
within and around the Innovation City Cluster have significantly

contributed to job creation.

The Jeonbuk local government aims to share the achievements of
Innovation City with the other 12 Jeonbuk cities and counties lacking
innovation cities, promoting balanced regional development. To this end,
it enacted the “Ordinance on the Establishment and Operation of Balanced
Regional Development Fund for Innovation City Performance Sharing” and
has been actively fundraising since 2017, targeting KRW 8 billion by the
end of 2025. However, despite the imminent deadline, there is still

significant room for improvement in two key areas: the fund size is
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inadequate compared to the number of cities and counties eligible for
support, and there is a lack of specific project sectors and criteria for

fund distribution. These opportunities warrant immediate attention.

This study aims to create clear roadmaps for effective fund management,
emphasizing the performance recognition of innovation cities, establishing
fund distribution criteria and methods, evaluating demand for fund-driven

projects, extending fund life, and developing fund operational plans.

Targeting cities and counties eligible for the Innovation City Fund, we
conducted a survey to identify the demand for fund-related projects and
analyzed the survey results to present valid fund management strategies.
For the demand survey, we created a questionnaire inquiring about the
performance recognition of innovation cities as well as Innovation City
Fund management and operational plans. We sent the questionnaire as an
official Jeonbuk State document and received responses from the planning

departments of each city and county.

2. Conclusions and Policy Recommendations

Various types of funds for balanced regional development are managed at
the national and local government levels, and representative funds include
the Regional Win-win Development Fund, the Province Dissolution
Countermeasure Fund, and the Balanced Regional Development Special
Account (Special Account). In general, these funds have their own
purpose-specific accounts. The Regional Win-win Development Fund is
divided into a financial support account, a loan management account, and
a reserve account for business conversion, with each account appropriated
for project subsidy, loan support, and expense reimbursement for Special

Account projects, respectively. The Province Dissolution Countermeasure
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Fund is divided into basic and metropolitan accounts, while the Special
Account is composed of a local autonomous account, which is a block
grant, and a regional support account reserved for regional specialization
and metropolitan cooperation. Furthermore, local government-level funds
include the Gwangju Jeonnam Co-Innovation City Development Fund,
which is managed through a development account used to improve living
conditions in innovation cities and a performance diffusion account used

to support areas surrounding innovation cities.

Funds are widely leveraged to not only facilitate regional development,
including the improvement of overall living conditions, but also build
facilities and infrastructure integral to community life. Additionally, fund
allocation criteria vary by fund. For example, regarding the Regional
Win-win Development Fund, weights of 100%, 200%, and 300% are applied
to the Seoul Capital Area, metropolitan cities, and metropolitan provinces,
respectively, using an inverse exponential distribution based on the
financial capacity index. The Province Dissolution Countermeasure Fund's
basic account has a differential distribution based on investment plan
evaluations, while the metropolitan account uses a distribution coefficient

that considers the population decline index and regional conditions.

In the demand survey on the Innovation City Fund, cities and counties
indicated a need for projects that improve collaboration with innovation
city-related public institutions and enhance quality of life and
transportation infrastructure. In addition, they preferred data-driven
differential distribution (e.g., local extinction risk index) over equal
distribution. They believed it essential to extend fund life while
simultaneously accumulating funds and supporting projects. They also
strongly endorsed the expansion of fund size. Therefore, to deliver the
desired outcomes, we recommend that the Innovation City Fund be divided

into the “Innovation City-Linked Account” reserved for projects physically
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and functionally linked to innovation cities and the ‘Balanced Regional

Development Account.” Moreover, we propose incorporating alternatives
such as the financial capacity index, local consumption tax imposition
criteria, and group-specific population size when determining fund
distribution criteria. This systematic approach will reinforce the strategic
role of the Innovation City Fund in facilitating sustainable balanced

development.

Innovation city, Balanced regional development fund, Innovation city fund, Balanced
development
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