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Exploring the Role of Accrual Accounting and Financial
Transparency in Enhancing Urban Management Accountability:
A Systematic Review of Global and Iranian Experiences

Abstract:

This article is a review study in the field of public sector accounting that analyzes the role of
accrual accounting and financial transparency in enhancing accountability in urban management,
with a particular focus on Iranian municipalities. In recent years, the global trend of public
financial management reforms and the adoption of International Public Sector Accounting
Standards (IPSAS) have encouraged municipalities to shift from cash-based to accrual-based
accounting. From a theoretical perspective, this transition can provide a more comprehensive
picture of financial conditions, obligations, and infrastructure assets, thereby improving financial
transparency and accountability in urban management.

Drawing on both international and domestic literature, this study explains the key concepts of
accrual accounting, financial transparency, and accountability in urban governance and reviews
the theoretical approaches underpinning this field. It further examines, based on studies
conducted in various countries, the positive outcomes and challenges associated with
implementing accrual accounting at the municipal level. The article then analyzes the status of
Iranian municipalities in terms of accounting reforms, institutional barriers, infrastructural
weaknesses, and the gap between legal requirements and implementation realities.

The review findings indicate that accrual accounting alone—and in the absence of
complementary mechanisms such as performance-based budgeting, transparent disclosure
standards, advanced information technologies, and a culture of accountability—cannot
automatically lead to improved transparency and accountability. In the context of Iranian
municipalities, in addition to technical difficulties, issues such as shortages of skilled personnel,
resistance to change, the lack of localized IPSAS-based standards, and weaknesses in citizen-
oriented reporting hinder full utilization of accrual accounting’s potential. Accordingly, the
article suggests that accounting reforms in Iranian municipalities should follow a phased
roadmap emphasizing standard localization, development of citizen-friendly reporting, and
strengthening accountability mechanisms.

Keywords: Accrual accounting, financial transparency, accountability, urban management,
municipalities, IPSAS, Iran.
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