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A Review of Financial Performance Evaluation Indicators in
Municipalities

Abstract

Financial management in municipalities possesses unique complexities due to its public nature
and the commitment to providing sustainable services to citizens, making the use of performance
evaluation tools an undeniable necessity. The objective of this research is to provide a
comprehensive framework for evaluating the financial performance of municipalities to identify
the strengths and weaknesses of budgetary structures and provide a foundation for strategic
decision-making. Drawing upon concepts such as “public stewardship” and ‘“New Public
Management (NPM),” this study categorizes and analyzes key performance indicators (KPIs)
across four main domains: liquidity indicators, activity and efficiency, financial sustainability,
and debt management. The findings indicate that financial sustainability in urban management
depends not only on expenditure discipline but also on the ability of municipalities to diversify
revenue sources and intelligently manage financial risks. Emphasizing the transition from
traditional accounting toward accrual-based reporting systems and operational budgeting, this
article offers recommendations including the deployment of intelligent data analysis systems,
strengthening public-private partnerships (PPPs), and enhancing financial transparency for
stakeholders. The final results emphasize that combining quantitative indicators with qualitative
analyses and precise performance reporting is the key to strengthening urban governance and
gaining public trust in volatile economic environments.

Keywords: Evaluation, Performance Evaluation, Financial Performance, Municipalities,
Municipal Financial Performance
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