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Analysis of the Role of Revenues Generated from Urban Value
Added (Such as Density Bonuses and Land-Use Changes) in
Municipal Financing

Abstract

This article examines the role of urban value added—particularly revenues generated through
projects such as density bonuses and land-use changes—in ensuring sustainable municipal
financing. Given the limitations of traditional stable revenue sources, municipalities in Iran and
many developing countries have increasingly relied on these unstable income streams, which
have significant economic, social, and spatial consequences. By reviewing the theoretical
foundations of urban value added, land-based financing frameworks, and successful international
experiences, the study analyzes the situation in Iran. Legal and institutional challenges, along
with the adverse socio-economic impacts of this approach, are discussed. Finally, strategies for
smart, equitable, and sustainable management of these revenue sources are proposed, with an
emphasis on necessary legal and institutional reforms. The ultimate goal is to strengthen
municipalities’ capacity for sustainable financing and guide urban development toward a more
equitable and efficient model.

Keywords: Urban value added, density bonus, land-use change, unstable revenues, municipal
financing, urban justice, financial sustainability
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