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Fig.1 Distribution of different types of MFOZs in 12 provincial-level administrative units
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Fig.2 Spatial variation of funding source structure in the study area
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Tab.1 Funding source structure of the four types of MFOZs in the study area
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Tab.2 Internal differences of funding source structure in the four types of MFOZs
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Abstract: Fund is one of the most important factors of regional economic growth and social development, and
the spatial distribution of funds plays an important role in the distribution of regional development activities.
Sound distribution of funds will help narrow the gap in regional development, or otherwise the gap will be wid-
ening. Various factors drive the distribution of different types of funds and there are significant variations be-
tween the spatial distributions of market fund and government fund, with the results that different areas have dif-
ferent ratios of such funds. Coordinating the allocation of market and government funds is an effective guarantee
of smooth implementation of Major Function Oriented Zone(MFOZ) Planning. Within a particular region, differ-
ent types of MFOZs are confronted with different fund constraints and fund needs. They also have different abili-
ties to attract the two types of funds. Theoretical analysis shows that while market fund focuses on efficiency,
government fund emphasizes fairness. Thus, because of their varied levels and potentials of economic develop-
ment, Development-Optimized Regions have higher attractiveness to market funds as compared to Develop-
ment-Prioritized Regions, and Development Regions have higher attractiveness than Restricted Regions. Never-
theless, based on the request of the national planning of MFOZs, Restricted Regions must protect food security
and their ecological integrity, which also require a large amount of fund supply. The large gap between the de-
mand and supply of market funds should be reduced by government funding, which leads to different funding
structures in different MFOZs. This paper verifies the above theoretical analysis using data from 12 provin-
cial-level administrative units that have issued Major Function Oriented Zones Planning, with two indices: de-
gree of market fund utilization index and state financing dependency index. We found that: (1) There is an in-
verse relationship between these two indices, that is, the regions that have better potential of attracting market
funds received less central government funding. (2) The provincial scale analysis for county fund data shows
that the proportion of market fund from high to low is as follows: Development-Optimized Region, Develop-
ment-Prioritized Region, Development-Restricted Region. (3) The empirical finding is not entirely consistent
with the theoretical analysis results, because industrial upgrading pressure in Development-Optimized Regions
is not completely translated into fund overflow pressure. (4) Based on the experiences of areas that underwent
the most successful economy transition, regional industrial upgrading should be implemented through the pro-
cess of "economic downturn and rebound". (5) More government funds should be diverted to Development-Opti-
mized Regions as well as Development-Restricted Regions in order to balance production development and live-
lihood improvement considerations.

Key words: Major Function Oriented Zone(MFOZ); government & market; regional funding allocation; China



