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Abstract

Article (7) of the National Spatial Planning Document emphasizes the formulation
of regional development programs, five-year economic and socio-cultural
development plans, and annual budgets in alignment with spatial planning
objectives. However, the fiscal year 2023-2024 budget, as the first budget
approved following the adoption of the National Spatial Planning Document, was
not aligned with these objectives. Establishing an effective link between planning
and budgeting requires the adoption of budgeting systems with a longer-term
horizon. The Medium-Term Expenditure Framework (MTEF) provides an
institutional mechanism for the preparation and approval of budgets over the
medium term. For the first time, this study employs the MTEF to establish a
meaningful connection between the budgeting system and national policymaking
and planning processes. The paper designs a Spatial Planning-Based Budgeting
(SPBB) process as a multi-year budgeting system and proposes a new mechanism
for resource allocation based on regional and spatial development priorities at the
national level. In addition, drawing on the spatial planning document of East
Azerbaijan Province and the prioritization of national and provincial development
projects for 2023-2024, the study examines the implementation of this model
through a case study of the province's transportation sector. The findings indicate
that, within a spatial planning-based budgeting framework, annual budgets
function as executive instruments for long-term development plans, with resource
allocation guided by development priorities and aligned with the overarching
policies of spatial planning.
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Extended abstract

Purpose

This study aims to design a spatial planning—based budgeting process for the
transportation sector that aligns annual and medium-term public budgets with the
General Policies of Spatial Planning in Iran. In response to the observed disconnect
between approved spatial planning documents and the fiscal year 2023-2024
budget—the first budget formulated after the approval of the National Spatial
Planning Document—the research seeks to establish an institutional mechanism
that meaningfully links planning, policymaking, and budgeting. By employing the
Medium-Term Expenditure Framework (MTEF), the study proposes a Spatial
Planning-Based Budgeting (SPBB) system that reallocates public resources based
on regional development priorities, comparative advantages, and defined spatial
roles of provinces.

Design/Methodology/Approach

This applied study adopts a mixed qualitative-quantitative approach. Conceptually, it
relies on the Medium-Term Expenditure Framework (MTEF) as a multi-year budgeting
model to bridge the gap between long-term spatial planning and annual budgeting.
Qualitatively, document analysis was conducted on national and East Azerbaijan
provincial spatial planning documents to extract transportation-related programs and
projects. In-depth interviews with five experts, managers, and specialists were used to
build consensus on sectoral objectives, policies, and priorities. Quantitatively, macro-
fiscal forecasting models and cost-benefit analysis were applied to estimate medium-
term revenues and expenditures and to prioritize transportation projects. The proposed
SPBB framework was then operationalized through a sectoral MTEF case study for the
transportation sector of East Azerbaijan Province.

Findings

The study develops a five-stage national SPBB framework embedded within a
comprehensive MTEF, including: (1) defining strategic development priorities and
macro-fiscal policies, (2) medium-term revenue and expenditure forecasting, (3) setting
sectoral priorities and expenditure frameworks, (4) approving expenditure ceilings, and
(5) revising estimates within approved ceilings. The case study demonstrates that
implementing a sectoral MTEF in the transportation sector enables budget allocation
based on spatial development priorities rather than short-term or incremental
considerations. The findings show that, under an SPBB system, annual budgets function
as executive instruments for long-term spatial plans. Resource allocation becomes
aligned with provincial capacities, comparative advantages, and national development
roles, thereby enhancing fiscal discipline, intersectoral coordination, and performance-
based budgeting in the transportation sector.

Limitations/Research Implications

The study is limited by its focus on a single sector (transportation) and a single
province (East Azerbaijan), which constrains the generalizability of the findings.
Additionally, the research examines a sectoral application of the MTEF rather than
a fully integrated national implementation, which would require broader political
consensus and institutional reforms. Future research could extend this framework
to other sectors and provinces, apply quantitative evaluation of outcomes over time,
or conduct comparative analyses across regions to assess the broader applicability
of spatial planning—based budgeting.
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Practical Implications

The proposed SPBB model provides policymakers and budget authorities with a
practical roadmap for reforming the budgeting system in line with spatial planning
objectives. By introducing medium-term expenditure ceilings, performance
indicators, and negotiated resource allocation between central and provincial
authorities, the model improves fiscal discipline and reduces inefficient
expenditures. In the transportation sector, it facilitates project prioritization based
on cost-benefit analysis and spatial development goals, while also encouraging
private sector participation in infrastructure financing.

Social Implications

Implementing spatial planning—based budgeting can contribute to more balanced
regional development and greater territorial justice. By allocating resources
according to regional needs, potentials, and comparative advantages, the SPBB
system helps reduce spatial inequalities between provinces. Enhanced provincial
participation in budgeting decisions can strengthen local governance,
accountability, and public trust, ultimately supporting more inclusive and
sustainable national development.

Originality/Value

The originality of this study lies in its first-time application of the Medium-Term
Expenditure Framework to design a Spatial Planning-Based Budgeting system in
Iran. By explicitly linking spatial planning documents to a multi-year budgeting
mechanism and empirically demonstrating its implementation through a
transportation sector case study, the research fills a critical gap between planning
and budgeting literature. The study offers a novel, policy-relevant model that can
inform budgeting reforms aimed at realizing the General Policies of Spatial
Planning and long-term national development goals.

Keywords: Spatial Planning-Based Budgeting; Program—Budget Link; Multi-Year
Budget; Medium-Term Expenditure Framework; Transportation Sector.
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