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CrossMark

The lack of a comprehensive perspective on municipal revenue sources within
the framework of the country's macroeconomic system, alongside occasional
interventions and the implementation of self-reliance and self-sufficiency
policies for municipalities, has led to instability in the revenue sector of
municipalities. The restriction of legal and reasonable avenues for generating
municipal income has resulted in a heavy dependence on urban construction
and the sale of excess building density. The continuation of this situation has
created adverse effects and social, cultural, and infrastructural costs for urban
management. Therefore, the present study aims to identify the factors affecting
the revenues and expenses of Tabriz Municipality. The research is applied in
terms of its purpose and descriptive-analytical based on a survey method using
a structural modeling approach for data collection. The statistical population of
the study consists of senior, middle, and operational managers, as well as
experts from Tabriz Municipality, and a standard questionnaire was used to
collect data. The results showed that legal solutions, the role of stakeholder
groups (Ministry of Interior), the role of stakeholder groups (private sector),
and the adoption of appropriate methods and provision of automated services
have a positive and significant impact on the management of municipal
revenues and expenses.
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Introduction

The financial health and stability of municipalities play a crucial role in the development and
provision of urban services. Municipalities, as public entities responsible for managing urban spaces and
services, face increasing challenges in balancing revenues and expenses (Caruana, 2021). In recent years,
many municipalities, particularly in developing countries, have struggled with limited financial resources,
while the demand for urban infrastructure and services has rapidly grown (Ghaedani & Daghilzadeh, 2020).
This situation is exacerbated by unsustainable revenue sources, reliance on construction and real estate
activities, and the sale of building densities, which have social and infrastructural consequences in cities
(Jacobs, 2019). These challenges are especially pronounced in rapidly growing cities, where population
growth outpaces the development of necessary financial systems to support urban management effectively.

One of the primary issues faced by municipalities in Iran, including Tabriz Municipality, is the
lack of sustainable revenue streams. Over-reliance on temporary revenue sources, such as urban
construction and the sale of building densities, has led to financial instability and hindered the long-term
development of urban infrastructures (Ghaderi, 2006). Additionally, municipal authorities must deal with
inefficient revenue management practices, which are often aggravated by inadequate legal frameworks
and stakeholder collaboration (Ziadi et al., 2013). These factors have prompted the need for a more
comprehensive and sustainable approach to managing municipal revenues and expenses.

This study aims to identify the factors affecting the revenues and expenses of Tabriz Municipality.
Specifically, the research focuses on evaluating legal solutions, stakeholder roles, and appropriate revenue
management strategies.

Methods and Materials

The methodology of this study is descriptive-analytical, based on a survey method. The research
adopts a structural modeling approach to collect and analyze data. The study's statistical population
includes senior, middle, and operational managers as well as experts from Tabriz Municipality. A standard
questionnaire was distributed to the participants, consisting of questions related to revenue and expense
management within the municipality. The collected data were analyzed using SmartPLS software, a tool
for structural equation modeling.

SmartPLS is particularly effective when working with small sample sizes or non-normal
distributions. This study used two sets of structural equations: the inner model, which represents the
relationships between latent variables, and the outer model, which measures the relationship between
latent variables and their observed indicators. The survey was conducted both online and in person, and
data collection efforts reached 200 participants. After removing incomplete or incorrect responses, 176
valid samples were used for analysis.

The study measured key latent variables such as "legal solutions,” "stakeholder roles," and
"revenue management practices.” A combination of descriptive statistics and inferential analysis was
employed to understand the correlations between these factors. Additionally, reliability and validity were
checked using Cronbach's alpha and composite reliability.

Findings



The results from the analysis provided several insights into the factors affecting the revenue and
expense management of Tabriz Municipality. The structural equation modeling (SEM) was used to test
the relationships between latent variables, and the data was processed through SmartPLS software.

Legal Solutions: The impact of legal solutions on revenue and expense management was found to
be significant. The path coefficient for the relationship between legal solutions and municipal revenue
management was 0.819, with a t-value of 2.106 (p < 0.05). This indicates that legal frameworks play a
crucial role in managing the financial operations of the municipality. The R-squared value for this
relationship was 0.51, meaning that 51% of the variance in municipal revenue management could be
explained by legal solutions.

Role of Stakeholders — Ministry of Interior: The involvement of the Ministry of Interior had a
significant positive effect on the municipality's revenue management, with a path coefficient of 0.456 and
a t-value of 2.034 (p < 0.05). This demonstrates the importance of government stakeholders in ensuring
financial sustainability. The R-squared value for this relationship was 0.48, showing a moderate influence
on financial outcomes.

Role of Stakeholders — Private Sector: Collaborations with the private sector also showed a
significant positive effect on the financial health of the municipality. The path coefficient for private sector
involvement was 0.871, with a t-value of 3.236 (p < 0.01), indicating a strong positive relationship. The
R-squared value for this relationship was 0.64, indicating that 64% of the variance in revenue management
could be attributed to effective private sector collaboration.

Adoption of Automated Services: The adoption of automated services emerged as a highly
significant factor in improving the municipality’s financial stability. The path coefficient for the
relationship between automated services and revenue management was 0.762, with a t-value of 2.871 (p
< 0.01). The R-squared value for this relationship was 0.57, showing a strong impact on financial
management practices.

Managerial Changes: Managerial changes were not found to have a significant impact on revenue
management, with a path coefficient of 0.160 and a t-value of 0.873 (p > 0.05). This suggests that changes
in management alone do not contribute significantly to financial outcomes in the context of Tabriz
Municipality.

Mandatory Commitments: Similarly, mandatory commitments did not show a statistically
significant effect, with a path coefficient of 0.520 and a t-value of 0.603 (p > 0.05). This suggests that
these commitments are not crucial determinants of financial stability for the municipality.

Stakeholders — Islamic Council and Other Ministries: The role of stakeholders from the Islamic
Council and other ministries (such as the Ministry of Roads and Urban Development, and the Ministry of
Economic Affairs and Finance) did not have a significant effect, with a path coefficient of 0.214 and a t-
value of 0.830 (p > 0.05).

Discussion and Conclusion

The findings from this study offer important implications for improving the revenue and expense
management practices of municipalities, particularly in the context of developing cities like Tabriz. Legal
solutions, including the formulation and enforcement of robust regulatory frameworks, emerged as one of
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the most critical factors influencing financial stability. These solutions provide municipalities with a stable
revenue base, reducing over-reliance on temporary income sources like urban construction activities.

The role of stakeholders, particularly government entities and the private sector, is also essential
in shaping municipal revenue streams. Collaboration with the private sector, especially in areas such as
automated service provision, offers municipalities a way to streamline their operations and reduce costs.
The findings support the notion that public-private partnerships can significantly enhance the financial
sustainability of urban management.

Additionally, the study highlights the importance of adopting innovative revenue management
practices. The use of automated services not only improves efficiency but also contributes to better
resource allocation and reduced administrative overheads. By embracing technology, municipalities can
optimize their revenue streams and ensure that financial resources are directed toward critical
infrastructure and services.

Despite these positive findings, certain challenges remain. Managerial changes and mandatory
commitments, while necessary in some contexts, were not found to have a significant impact on revenue
and expense management in Tabriz Municipality. This suggests that structural changes within the
municipality may need to be complemented by external legal and stakeholder-driven initiatives to achieve
financial sustainability.

In conclusion, the study underscores the need for a multifaceted approach to managing municipal
revenues and expenses. Legal reforms, stakeholder collaboration, and the adoption of innovative revenue
management practices are critical components of a sustainable financial strategy for municipalities. By
focusing on these areas, Tabriz Municipality can better navigate its financial challenges and continue
providing essential services to its citizens.
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