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Urban management in Iran faces serious challenges in sustainable and
efficient financing, especially in the area of collecting national and local
financial rights. This article, using an analytical-descriptive approach,
examines the structural and institutional obstacles facing municipalities
in securing the financial resources needed to provide public services and
achieve sustainable urban development. The theoretical framework of the
research is based on the principles of good governance - including
transparency, accountability, justice, efficiency, and participation - and
an attempt has been made to analyze the relationship between these
indicators and the quality of the municipal revenue system. The findings
show that the disproportion between the powers and responsibilities of
local governments, the concentration of power and resources at the
national level, weaknesses in the laws related to the imposition and
collection of local taxes and duties, and the lack of sustainable revenue
models are among the main challenges in urban financial management.
Also, a case study of the situation of Tehran Municipality during the years
1396-1400 shows that heavy reliance on unstable revenues such as
density sales is in conflict with the principles of good governance and a
threat to the right to the city and public trust. This article emphasizes the
need to review the financial structure of municipalities, target financial
decentralization, and enhance transparency and accountability in urban
revenue generation processes so that urban management can approach
good governance indicators.
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Extended Abstract

Introduction

In recent decades, extensive demographic,
economic, and social developments in Iranian
cities have made the role of urban
management more prominent than ever. The
rapid growth of the urban population, the
increasing need for public infrastructure and
urban services, and the requirements of
sustainable development have confronted
urban systems with serious challenges in the
area of financial resources. In the meantime,
municipalities, which play a key role in
managing city affairs as local executive
institutions, are facing chronic bottlenecks in
securing sustainable resources to provide
public services and fulfill their legal missions.
The revenue structure of municipalities in Iran
mainly relies on unstable resources such as
density sales, land use changes, and
construction fees; while such resources, in
addition to being non-sustainable, are in
conflict with the principles of sustainable
development and social justice, and
exacerbate spatial injustice and reduce the
quality of urban life. In a situation where the
central government has also gradually
withdrawn from direct financial support, the
need to redefine the financing mechanisms of
municipalities within the framework of good
governance is increasingly felt. The principles
of good wurban governance, such as
transparency, accountability, public
participation, effectiveness, and efficiency,
can be considered as an analytical framework
for evaluating and improving the performance
of urban financial management. In fact, the
lack of alignment between the legal powers of
municipalities and the amount of financial
resources at their disposal has caused financial
imbalances and reduced the ability of local
institutions to respond to citizens' demands.
On the one hand, this issue has weakened the
legitimacy of local institutions and, on the
other hand, has increased the distance between
the government and the nation at the local
level. One of the basic strategies for
overcoming this crisis is to move towards
financial decentralization and delegating
revenue authority to local governments; but
this approach, without establishing a
transparent and legal system for collecting and
allocating resources, can itself lead to

corruption and inequality. Also, a review of
international  experiences in developed
countries shows that good governance is a
necessary condition for success in managing
urban revenues and achieving sustainable
local development. Accordingly, this research
seeks to analyze the structural and legal
challenges in the field of collecting national
and local financial rights, and to analyze the
position of good governance principles in
solving these problems. The basic question is
how can we move towards strengthening the
financial independence of local governments
and improving the efficiency of urban
management in Iran by reforming the
financial processes of municipalities and
establishing good governance?

Methodology

The present study is applied in terms of nature
and purpose and qualitative-analytical in
terms of approach, and was conducted using a
descriptive-analytical method and relying on
documentary and secondary data. The aim of
this research is to identify and analyze
structural and institutional challenges in
collecting local and national financial
revenues of municipalities in Iran, with an
emphasis on the principles of good
governance, and to provide corrective
solutions. In the theoretical part of the
research, data were collected through library
study and review of domestic and foreign
scientific literature, including books, research
articles, legal documents, and official reports.
Qualitative content analysis and document
review were also used to analyze the data in
order to examine various aspects of the
subject, such as legal inadequacies, structural
problems of the revenue system, and
indicators of good governance. In the
empirical part, a case study was conducted on
the financial performance of Tehran
Municipality between 2017 and 2021. In this
regard, budget data, financial reports, and
municipal program documents were extracted
and analyzed to assess the degree of reliance
of the urban financial system on stable and
unstable sources and its impact on desirable
governance indicators. The validity of the
findings was achieved through the comparison
of multiple sources and the simultaneous
analysis of legal, financial, and institutional
data. Also, for reliability, the method of



617 Soltani et al: Evaluating the role of good governance in improving the revenue system...

reviewing sources using inter-document
comparison and data review was used.

Results and Discussion

The financial system of Iranian municipalities
faces deep institutional and structural
challenges that have made it difficult to
achieve financial sustainability and good
urban governance. Dependence on unstable
revenues such as congestion sales,
construction fines, and land use changes is one
of the most important challenges that has
caused budget fluctuations, weakened service
justice, and destroyed the urban landscape.
This dependence is the result of fiscal
centralization, weakness in the local tax
system, inefficiency in collecting fees, and
lack of sufficient authority for local
institutions.  Municipalities face legal
restrictions on the imposition of fees, weak
financial transparency, lack of an independent
audit system, and inefficient internal
organizational structures. As a result, their
financial independence has been weakened,
long-term planning is not possible, and the
ground has been prepared for corruption and
public distrust. To improve this situation, it is
suggested that the municipal financial system
be reviewed at three levels: structural and
legal (delegation of taxing powers, revision of
toll  laws), institutional and cultural
(improving transparency, accountability, and
training of managers), and technical and
managerial (establishing smart financial
systems,  performance-based  budgeting).
Also, developing sustainable revenues
through land value taxes, real service prices,
participation bonds, public-private
partnerships, and access to capital markets can
play an important role in increasing the
financial resilience of municipalities. The
success of these reforms depends on national
determination, support from the ruling
powers, citizen participation, and
institutionalization of good governance
principles such as transparency, efficiency,
and participation.

Conclusion

In this study, the challenges of urban
management in collecting national and local
financial rights were examined and analyzed
with an emphasis on the principles of good
governance. The findings show that the

financial system of municipalities in Iran
suffers  from chronic  structural and
institutional problems that are rooted in the
inadequacy of the powers and responsibilities
of local institutions, the financial
centralization of the central government, the
lack of a coherent and transparent legal
framework, and excessive reliance on
unstable resources such as the sale of
congestion and change of use. Good urban
governance, as an efficient model in urban
management, can create a fundamental
transformation in the revenue system of
municipalities. In Iran, given the structural
challenges in the financial system of
municipalities, the establishment of good
governance principles can be an effective
solution to overcome financial crises.
Municipalities in Iran mainly face problems
such as dependence on unstable revenues, lack
of financial transparency, inefficiency of the
local tax system, and weakness in the
supervisory system. These challenges are
rooted in traditional urban management
structures that have failed to create a
sustainable revenue model by focusing on ad
hoc revenues such as building fees and density
sales. Good governance can transform this
situation by relying on six key principles:
citizen  participation, rule of law,
transparency, accountability, justice-
centeredness, and effectiveness.
Implementing these principles will lead
municipalities to move toward sustainable
revenues such as land value tax, targeted local
fees, and private sector participation.
Financial transparency, as one of the main
pillars of good governance, can pave the way
for reforming the local tax system by reducing
corruption and increasing public trust. Also,
the participation of stakeholders and the
private sector in the decision-making process
will lead to the design of revenue mechanisms
tailored to local needs. The experience of
successful countries has shown that good
urban governance can increase the
productivity of existing resources by creating
a balance between revenues and costs. In Iran,
combining this model with local capacities
and local laws can lead to the creation of a
sustainable revenue system. Ultimately,
achieving  this  requires  managerial
determination, reforming urban  laws,
strengthening regulatory institutions, and
building a culture at the community level.
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Only then can we achieve efficient,
accountable, and financially independent
municipalities that are capable of providing
quality urban services. In the current situation,
municipalities are forced to use financing
methods that often conflict with the principles
of good governance, including transparency,
accountability, social justice, and
environmental sustainability, in order to
respond to the growing needs of citizens and
implement  development projects. This
situation, while weakening public trust, has
reduced the legitimacy of local institutions
and hindered citizen participation in urban
governance processes. A case study of Tehran
Municipality in 2017-2019 showed that a
significant portion of this institution’s
revenues came from unstable and non-
permanent sources, such as congestion sales,
construction fines, and change of use. This is
while the share of sustainable revenues,
including value-added tax, public service
charges, and participatory investments, is not
in a desirable state and requires structural
reform and legal strengthening. From a
theoretical perspective, the analysis of the
issue, relying on the theory of political
economy of space and network governance,
showed that urban financing patterns are a
reflection of power relations and institutional
relationships between the government, the
market, and civil society. Any reform in the
financial system of municipalities requires
redefining the position of local institutions in
the governance structure, strengthening
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