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A Review of the Structure and Composition of Municipal
Revenue Sources and the Role of the Revenue Department in the
Financial Sustainability of Urban Management

Abstract

The financial sustainability of municipalities is one of the fundamental pillars of effective urban
management and the continuous provision of public services in cities. In recent years, rising
urban governance costs, population growth, expanding infrastructural needs, and limited public
resources have underscored the importance of reassessing the revenue structure of
municipalities. A significant portion of the financial challenges facing Iranian municipalities
stems from their heavy reliance on unstable revenue sources—particularly construction-related
fees and land-use change charges—which make municipal budgets highly vulnerable to
economic fluctuations and real estate market downturns.This article adopts a review—analytical
approach to examine the structure and composition of municipal revenue sources and to explain
the role of the Revenue Department in achieving financial sustainability in urban management.
Accordingly, the study reviews the theoretical foundations of financial sustainability and
classifies municipal revenues into two main categories—stable and unstable—analyzing their
characteristics, capacities, and limitations. The study also examines the role of the Revenue
Department as one of the key operational units responsible for identifying revenue sources,
estimating income, collecting receivables, controlling budget deviations, and enhancing financial
transparency. The findings indicate that achieving financial sustainability in municipalities
cannot be realized solely through increased revenue; rather, it requires reforming the revenue
composition structure, developing sustainable revenue sources, reducing dependency on
incidental and temporary incomes, and strengthening managerial and information infrastructures
within the Revenue Department. Weak supportive legislation, the absence of integrated
databases, shortages of skilled personnel, inefficiencies in certain collection mechanisms, and
insufficient coordination among financial, revenue, and planning units constitute the main
obstacles. A review of international experiences reveals that successful cases of municipal
financial sustainability are typically associated with diversified revenue portfolios, greater
reliance on stable local taxes and fees, digitalization of financial processes, and the enhanced
analytical role of revenue departments. Based on these insights, the present study recommends
that municipalities facilitate the path toward financial sustainability through legal reforms,
intelligent revenue system development, improved fiscal transparency, and human resource
capacity building.

Keywords: Financial sustainability, Municipality, Revenue sources, Revenue department, Urban
management, Sustainable revenues.
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