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Abstract

Operational budgeting, as one of the most important modern approaches in urban financial
management, has been introduced with the aim of improving efficiency, transparency, and
accountability. However, its implementation in municipalities faces numerous challenges. The
present study adopts a qualitative approach and, drawing upon the systems thinking framework and
the qualitative system dynamics approach, seeks to identify and analyze the causal dynamics and
underlying structures contributing to the barriers to implementing operational budgeting in the
Municipality of Tabriz. In the first stage, the existing structures and processes within the conceptual
model of barriers to operational budgeting implementation were identified, and potential leverage
points were proposed. The archetypes identified in this study include eight systemic archetypes:
budget-program alignment, coordination among local institutions, adaptive capacity, resource
constraints, dependency on the government, rent-seeking, unstable revenues, and imposed additional
burden. These archetypes were classified into four broader categories, namely: drifting goals, limits
to growth, shifting the burden, and fixes that fail. Subsequently, based on Meadows’ leverage points
framework, leverage points such as effective control and supervision, decentralization, periodic
performance reporting, strengthening the relationship between budgeting and the urban economy,
and integrated urban management were analyzed and prioritized. The findings indicate that
overcoming the barriers to operational budgeting cannot be achieved merely through identifying
obstacles; rather, it requires reforming fundamental structures, changing managers’ mental models,
and adopting deep and sustainable interventions. From a policy-making perspective, the results
suggest that municipalities aiming for the successful implementation of operational budgeting should
move toward greater financial independence and diversification of sustainable revenue sources,
while simultaneously strengthening institutional capacity, transparency, and accountability. Beyond
the case of Tabriz, these findings are also applicable to other metropolitan areas and even medium-
sized municipalities across the country, and may serve as a foundation for policy and institutional
reforms in Iran’s urban financial management system.
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Extended Abstract
Introduction

Over the past two decades, performance-based budgeting (PBB) has emerged as a key
reform in public financial management, particularly in the context of urban governance.
Unlike traditional input-driven budgeting, PBB emphasizes outputs and results,
prioritizing efficiency, effectiveness, transparency, and accountability. In Iran, national
development programs have mandated municipalities to implement PBB; however,
empirical evidence highlights numerous challenges hindering this process.

Tabriz Municipality, as one of Iran’s largest metropolitan governments, illustrates these
challenges in practice. Investigating its case can provide broader insights into the
difficulties faced by other municipalities in the country. This study, therefore, aims to
uncover the causal dynamics and structural drivers underlying the barriers to PBB
implementation in Tabriz Municipality.

Data and Method

The study builds on the conceptual framework of barriers to PBB developed by Ghorbani
et al. (2025). Rather than producing a mere checklist of obstacles, the research adopts a
systems thinking approach to explore how institutional and managerial structures
continuously reproduce these barriers.

System archetypes were employed to map causal loops and identify recurring patterns
of behavior. Furthermore, Meadows’ framework of “leverage points” and Abson’s
“leverage hourglass” model was applied to evaluate intervention priorities. This enabled
the analysis to extend beyond technical instruments to institutional rules and managerial
paradigms, thereby providing a more comprehensive understanding of the mechanisms
driving resistance to PBB.

Results

The systemic analysis revealed that barriers to PBB implementation in Tabriz
Municipality are multi-layered and deeply embedded within institutional, cultural, and
structural contexts. Eight critical archetypes were identified:

- Program-budget misalignment

- Weak inter-institutional coordination

- Limited adaptive capacity

- Resource constraints

- Financial dependence on the central government

- Rent-seeking behavior

- Revenue instability

- Imposed additional responsibilities

These archetypes correspond to four well-known patterns in systems thinking: Drifting
Goals, Limits to Growth, Shifting the Burden, and Fixes that Fail.
Leverage point analysis further demonstrated that reforming tools and indicators alone is
insufficient. Effective reform requires changes at higher systemic levels, including
institutional rules, information flows, and managerial mental models. Priority
interventions include strengthening monitoring and control mechanisms, genuine
decentralization and delegation of authority, institutionalizing periodic performance
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reporting, linking municipal budgets to urban economic realities, and transitioning toward
integrated urban management.

Discussion and Conclusion

The results align with both domestic and international evidence. For example, Ghodrati
et al. (2011) identified managerial weaknesses and structural inefficiencies in Qom
Municipality, while studies by Kontadi and Livrianti (2022) and Salahuddin et al. (2024)
reported bureaucratic resistance, insufficient institutional capacity, and political pressures
in developing countries. Similarly, the IMF (2009) and case studies, such as those from
Slovakia (Sciendo, 2022), highlight fiscal transparency, financial independence, and
alignment between strategic goals and resource allocation as prerequisites for success.
The convergence of findings suggests that Iranian municipalities face not only local
barriers but also globally recognized structural challenges. Therefore, reforms must move
beyond piecemeal or short-term measures and instead focus on deep institutional and
structural transformations.

In particular, the research highlights the problematic reliance of municipalities on

unstable revenues and central government transfers. Addressing this issue requires
diversifying sustainable revenue sources and achieving greater fiscal autonomy.
Furthermore, limited institutional coordination and adaptive capacity severely constrain
municipalities’ ability to respond to environmental and economic changes.
Overall, the study emphasizes that identifying the structures generating barriers is at least
as important as identifying the barriers themselves. Successful PBB implementation thus
requires a combination of complementary reforms: sustainable municipal finance,
strengthened institutional and human capacity, institutionalized performance reporting,
enhanced transparency and accountability, and a fundamental shift from input-oriented to
results-oriented management.

This study is limited by its single case study design and reliance on qualitative methods,
which restricts the generalizability of its findings. Future research should include
comparative analyses across multiple metropolitan municipalities in Iran and examine the
impact of PBB on broader outcomes such as citizen satisfaction, social equity, and
sustainable urban development.
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