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With the rapid expansion of urban areas and the increasing complexity of city management, municipal
authorities face significant challenges in securing both national and local financial entitlements and
ensuring their equitable distribution. Among these challenges are the lack of sustainable financial
resources and the mismatch between managerial responsibilities and the scope of fiscal authority,
which has contributed to the continuous rise of urban expenditures. The present study focuses on the
challenges encountered by developing countries, such as Indonesia, in managing urban areas and
safeguarding local financial rights through legal mechanisms.This research employs a descriptive-
analytical approach, with a limited case-based comparative framework, to examine the strategies
adopted by Indonesia in addressing the challenges of urban governance and the legal collection
of local financial resources. The study explores how these strategies contribute to enhanced
economic efficiency, financial stability, equitable allocation of resources, and the promotion of
effective governance at the local level.Indonesia was selected as a case study due to its diverse and
extensive geography, rich natural resources, majority-Muslim cultural context, and experiences in
maintaining territorial integrity and national unity, characteristics that present notable similarities to
the conditions in Iran. The findings suggest that decentralization of bureaucratic and fiscal authority
at the local level represents an effective strategy for reducing urban costs, increasing sustainable
financial resources, and accelerating economic growth.The Indonesian experience demonstrates
that implementing policies that strengthen local fiscal autonomy and administrative decentralization
not only enhances economic efficiency but also facilitates the realization of financial equity and
reinforces local governance. Therefore, studying Indonesia’s approach provides valuable insights
and potentially transferable lessons for countries like Iran, which face analogous challenges in

urban management and the collection of local financial resources.
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Extended abstract
The model of good urban management is a participatory development process that involves all
urban stakeholders, including the government, the private sector, citizens, and local government,

in providing tools and in solving urban problems. The goal of governance in its new approach is to
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develop urban management and appropriate urban governance in order to improve national welfare
and create a desirable urban management model in order to combat urban poverty and promote the
economy. In terms of their practical duties, urban managers are required to plan for the development
and implementation of city development plans and projects, and performing these duties determines
a kind of executive planning identity for urban managers. In fact, urban management, within the
framework of the socio-economic planning system, prepares urban development plans for the
city and then converts that plan into operational projects within the framework of the executive
administrative system and puts it into implementation. Accordingly, increasing economic and
political power can accelerate the development of private enterprises and the reform of state-owned
enterprises in the field of tax and fee collection, and lead to transparency, equality, and fair financial
distribution, and the design of an appropriate financial system at the local level. With the increasing
expansion of cities and the growing competence of urban managers, as well as the mismatch between
their competencies and duties and their financial authority, urban managers have faced a series of
challenges in collecting financial rights and fairly distributing these rights at both the national and
local levels. In Iran, the local revenue collection system has numerous weaknesses in terms of
laws, regulations, and performance, and has faced urban managers with a number of challenges in
this area. Today, due to the implementation of decentralisation policies in Iran and the world, the
financial relations between the central government and lower levels of government have become
very important. The revenue system of the country’s municipalities, gradually and over a long period
of time, through ad hoc and cross-sectional amendments to the laws, has not yet been able to achieve
a solid theoretical foundation and the necessary compatibility with the new financial goals and
needs of the municipality, and municipalities are still exposed to chronic financial crises. Another
challenge for urban managers is the lack of a specific law on the separation of national and local
affairs. Although the establishment of a desirable system of national divisions with a decentralisation
approach and delegation of authority to local managers has been emphasised by legislators for
years, and upstream documents such as development program laws emphasise the establishment
of a proper administrative system in the field of decentralisation, so far, no fundamental action has
been taken in this regard. According to Article 105, Paragraph A of the Seventh Economic, Political
and Social Development Plan Law, which emphasizes the transfer of transferable enterprises to
provinces and cities with the approach of enabling optimal local decisions and the transfer of those
legally and administratively transferable enterprises to urban managers such as municipalities with

the approach of integrated urban management; But until there is a clear separation of national and
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local affairs in law, Iran will not be able to achieve decentralization despite such general laws.
In this regard, experts can find the correct way to separate national affairs from local affairs by
examining the laws of other developing countries, including Indonesia. Because separating national
from local affairs is an important issue, the absence of which could lead to serious doubts about
decentralisation. In Indonesia, the transition from centralised to decentralised governance was a very
gradual process, with regional governments assuming new responsibilities and duties according to
the plans made. The central government continuously increased the amount of transfer payments
to the governments under the national government, both in relative and lump sum terms, while
simultaneously implementing decentralisation with the least possible risk. What emerges from the
Indonesian experience, which can be used by experts in Iran, is that the prerequisite for achieving
decentralisation in Iran is the “separation of national from regional and local affairs” in law. Such a
law must necessarily include provisions regarding the principles and criteria for the division of affairs
between the central government and lower levels of government; Separating national affairs from
regional and local affairs and providing a clear picture of the government’s powers and responsibilities
at the central, regional, and local levels in various areas; Granting decision-making and regulation-
making authority to local government levels to carry out delegated duties and powers; The manner
in which government affairs are implemented at the regional and local levels should be based on
the principles of deconcentration and decentralization, and determining how the central government
will supervise the implementation of affairs at the regional and local levels. Global studies indicate
that the effective functioning of local government is determined not by its size but by its design, and
it is not possible to define and describe an optimal and definitive way to explain the responsibilities
between the central government and local governments. In other words, local governments can be
small and only take on core local responsibilities, or they can be large, depending on their role in
providing services. Social programs can result from local decisions. But these programs usually
involve spillovers and redistributive effects that make central government involvement inevitable,
with the result that responsibility for urban and welfare services is often divided between local
organisations and higher levels of government. The division of tasks into participatory planning
and budgeting has been approved within the medium-term expenditure framework. In addition, the
political dimension of the issue is very strong. This includes the development of pluralistic political
parties, strengthening legislators, and monitoring and controlling the actions of government officials,
as well as encouraging effective civil society interest groups at the local level. Meanwhile, increasing

economic and political power in the field of tax and fee collection has accelerated the development
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of private enterprises and the reform of state-owned enterprises, leading to transparency, equality,
and fair financial distribution, and the design of an appropriate financial system at the local level. By
studying the Indonesian experience and examining global experience in this regard, we can conclude
that giving local governments a strong role in local economic development can greatly contribute
to the provision of new services. A high share of local governments in public spending encourages
foreign direct investment, improves efficiency in allocating public resources, and leads to rapid
economic growth and poverty reduction. This research aims to investigate the obstacles, limitations,
and legal, regulatory, and financial challenges at both national and local levels. The present research
is of an applied type and descriptive-analytical in terms of purpose. Also, in accordance with the
subject and conditions of the research, the following data collection methods have been used:

documentary studies and content analysis.



