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Abstract. The study aimed to identify the preconditions, nature and consequences of the Latvian reform, as well as
to assess the feasibility of applying its individual mechanisms in Ukraine and Moldova within an unstable external
environment. The methodological framework of the study was based on the integration of institutional, structural-
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does not ensure the levelling out of regional disparities. The analysis revealed that the adaptability of governance is
determined by the level of coordination, human resource capacity and the integration of digital tools. The results showed
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Latvia’s regional reform and its significance...

that replicating the administrative consolidation model does not produce the same effects in different countries due to
differences in the structure of local government and the resource base. In Ukraine, the constraint was not the number of
territorial units, but the imbalance in administrative capacity between communities, which was exacerbated by uneven
economic development. In the case of Moldova, the analysis revealed the persistence of a fragmented administrative
structure, which limits the effectiveness of devolution and hinders the implementation of cohesion policy. A synthesis of
the results showed that the implementation of administrative consolidation approaches in Ukraine and Moldova requires
a combination of institutional strengthening, financial diversification and the development of digital governance. The
practical significance is determined by the formation of an analytical framework for public authorities, think tanks and
policymakers involved in reforming the system of territorial administration in Ukraine and Moldova

Keywords: administrative units; depopulation; public services; consolidation; fragmentations

¢ INTRODUCTION

The transformation of local government in Central and
Eastern European countries in the 2020s is taking place
in the context of increased uncertainty, characterised by a
combination of demographic shifts, fiscal constraints, Eu-
ropean integration requirements and security challenges.
In this context, Latvia’s 2021 regional reform takes on sig-
nificance not only as a tool for administrative consolidation
but also as an attempt at the state’s structural adaptation
to the new configuration of socio-economic processes. Its
experience extends beyond the national case, as it provides
guidelines for transformations in countries with a similar
institutional legacy, particularly in Ukraine and Moldova.
At the same time, these states operate under conditions of
varying depths of reform and differing degrees of external
pressure, which leads to heterogeneity in the outcomes of
decentralisation. The combination of the military factor
in Ukraine, hybrid threats in Moldova and EU integration
imperatives shapes a new logic for assessing territorial re-
forms, where effectiveness is determined not only by eco-
nomic indicators but also by the capacity for institutional
resilience and crisis management.

E. Darbaidze (2024), and M. Brie (2025) dealt with the
political and institutional context of the transformations
in Moldova, following the complex interaction between
external integration imperatives and internal structural
constraints. In particular, M. Brie (2025) reconstructed the
dynamics of the process of European integration, showing
that the progress in the direction of EU-membership was
conditioned by the joint influence of geopolitical pressure
and a fragmented identity structure in society. Within this
framework, it was established that regional imbalances and
politically sensitive territories, especially Transnistria and
Gagauzia, complicated not only the administrative unifi-
cation but also the pace of reforms implementation. At the
same time, E. Darbaidze (2024) analysed internal barriers
to modernisation, highlighting the prevalence of oligarchic
practices and institutional weakness as factors preventing
change. In this context, the study revealed that the formal
adaptation of European models is not accompanied by ad-
equate institutional internalisation, which reduces the ef-
fectiveness of reform initiatives. The study pointed to the
institutional instability increases dependence on external
actors, generating an asymmetrical model of transforma-
tion. In turn, A. Armeanic (2025) examined the regulatory
and legal aspects of administrative reforms, emphasising
mechanisms for harmonisation with the “acquis commu-
nautaire”. The researcher argued that legal reform is accom-
panied by a need for financial equalisation between regions,
as structural imbalances hinder the full implementation
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of reforms. The study also determined that the effective-
ness of legal changes depends on the state’s ability to pro-
vide resource support to local levels of government.

The Ukrainian context of decentralisation reforms was
explored in a study by O. Stohova (2024), which conducted
a comprehensive analysis of the consequences of the ad-
ministrative-territorial reform. The author found that the
transformation of the territorial structure is accompanied
by an increase in the financial self-sufficiency of commu-
nities, in particular through the expansion of the revenue
base and the redistribution of powers. The study demon-
strated that the newly formed territorial communities have
become the bearers of administrative capacity at the local
level, which has contributed to the institutional strength-
ening of the public administration system. At the same
time, the study noted that the asymmetry in the economic
potential of different communities has created uneven-
ness in the implementation of delegated functions. Mean-
while, the historical and institutional dimension of Latvi-
an transformations was examined in detail in the work of
I. Reinholde (2022), which reconstructs the evolution of
public administration over the long term. The researcher
demonstrated that administrative changes were shaped
by integration-oriented goals and, at the same time, em-
phasised the historical continuity of statehood. The study
determined that the combination of external normative
pressure and internal institutional memory ensured the
relative stability of the reforms. The study emphasised
that the professionalisation of the civil service serves as
a resource for implementing complex administrative de-
cisions. The restoration of agricultural infrastructure as a
component of post-conflict territorial transformation was
examined by A. Kliuchnyk et al. (2025a). The study showed
that local communities are central to the reconstruction
process, as they are responsible for coordinating efforts be-
tween the central government, the business sector and the
public. The authors found that the effectiveness of recovery
depends not only on the level of funding, but also on the
ability of communities to mobilise internal resources and
attract external assistance. At the same time, it was noted
that, in the context of rural depopulation and migration
losses, staff shortages are becoming a critical constraint on
reconstruction processes.

An additional aspect of how local government operates
was highlighted in a study by E. Lagzdina (2025), which an-
alysed the specific features of implementing circular econ-
omy policies. The author found that support for preven-
tive strategies coexists with the dominance of traditional
waste disposal practices, indicating a structural imbalance
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in municipal governance. The study established that
mid-level instruments remain underdeveloped due to lim-
ited institutional coordination. The study also noted that
the effectiveness of implementing innovative approaches
depends on the availability of infrastructure and the level
of public engagement. The European dimension of admin-
istrative-territorial reforms was expanded upon in a study
by J. Dusek (2025), which conducted a comparative analysis
of models of municipal consolidation and fragmentation.
The author determined that the effectiveness of reforms is
determined by the balance between economic expediency
and the preservation of local identity, which was evident in
various national strategies. The study demonstrated that
voluntary amalgamation, supported by financial incen-
tives, enhances the legitimacy of reforms and reduces so-
cial resistance. The study by J. Hazners (2024) used a qua-
si-experimental approach to assess the impact of financial
equalisation mechanisms in Latvia. The author noted that
the redistribution of resources contributed to an improve-
ment in socio-economic indicators in the recipient regions,
in particular an increase in gross value added and social
benefits. At the same time, negative effects were observed
in the donor regions, manifesting in a slowdown in eco-
nomic growth and an intensification of migration flows.

Despite the volume of research, the relationship be-
tween administrative consolidation, institutional capacity
and the security environment, as examined in a compar-
ative study of Latvia, Ukraine and Moldova, has not been
sufficiently systematically integrated. The study aimed to
provide a comprehensive analysis of Latvia’s regional re-
form as a tool for transforming territorial governance and
to assess the potential for its adaptation in Ukraine and
Moldova within a changing environment. Within the scope
of this objective, the following tasks were set: to analyse
the institutional design of the Latvian reform and its con-
sequences; to identify structural constraints on decentral-
isation in Ukraine and Moldova; and to substantiate the
possibilities for adapting the Latvian experience, based on
security challenges.

e MATERIALS AND METHODS

The methodological framework of the study was designed
as a sequential integration of quantitative, institution-
al-legal and comparative approaches to the analysis of
Latvia’s regional reform (2021) and its implications for
Ukraine and Moldova in a changing environment, incor-
porating long-term trends (1990-2023) and the period
2021-2025. The initial section, devoted to a theoretical
examination of Latvia’s regional reform as an instrument
for modernising territorial governance, was developed us-
ing institutional analysis, which was used to interpret the
reform as a comprehensive transformation. The data set
was based on Eurostat (2025) statistics. To analyse demo-
graphic depopulation, the method of retrospective com-
parison of time series for the period 1990-2023 was used.
This time period was selected for a retrospective analysis
of long-term demographic processes in Latvia, covering the
post-Soviet trajectory of depopulation up to the 2021 ad-
ministrative-territorial reform and creating a comparative
basis for assessing changes in the subsequent period. The
spatial analysis was conducted based on regional indica-
tors from the Central Statistical Bureau of Latvia (2021),

using the criterion of territorial asymmetry, which involves
comparing rates of depopulation between macro-regions
and assessing population density as an indicator of the ac-
cessibility of public services.

The next stage of the study identified institutional
fragmentation and fiscal incapacity among municipalities
before the reform. To this end, a structural-functional ap-
proach was employed, which was used for an assessment
of the alignment between the administrative structure and
the functions performed. The source base consisted of Law
of the Republic of Latvia No. 11 (2020), as well as statistical
data from the Central Statistical Bureau of Latvia (2024).
The evaluation criteria were the population size of the
municipalities, the level of dependence on intergovern-
mental transfers, and investment activity. Data processing
was conducted by comparing and grouping indicators for
small and medium-sized municipalities, which identified
structural constraints on their functioning. The analysis
of the impact of European cohesion policy was conducted
using the tools of multi-level institutional analysis. Policy
documents from the European Commission (2021), which
define the parameters of the Cohesion Policy 2021-2027,
were utilised. The evaluation criterion was the administra-
tive capacity of territorial units as a condition for access
to structural funds. Methodologically, this involved com-
paring Latvia’s national administrative structure with the
requirements of the supranational level of governance,
which was used to interpret the reform as an adaptation to
external institutional standards.

The institutional and legal design of the reform was an-
alysed by means of regulatory analysis, based on the text of
the “Law on Administrative Territories and Populated Are-
as” (Saeima of the Republic of Latvia, 2020) and the subor-
dinate legislation issued by the Ministry of Finance of the
Republic of Latvia (2021). The methodology involved the
dissection of the legislative provisions under the following
criteria: configuration of administrative units, inter-mu-
nicipal coordination mechanisms and instruments for joint
service delivery. Applied also institutional modelling for
the assessment of transformation of the functional distri-
bution of powers, which was used for the correlation of na-
tional changes with the concept of multi-level governance.
The section devoted to the administrative and financial
effects of the reform was analysed using the comparative
budget analysis method. The empirical basis was formed by
data from LETA (2024) and the Central Statistical Bureau
of Latvia (2025a), covering the period 2022-2024. This pe-
riod was chosen to assess the immediate fiscal and admin-
istrative effects of the administrative-territorial reform in
the first years following its full implementation, which was
used for an analysis of the dynamics of budgetary indicators
as the new administrative system stabilises. The evaluation
criteria were the dynamics of tax revenues, the budget bal-
ance, and changes in the financing of public services. To
identify economies of scale, the method of functional in-
terpretation of costs was applied, which made it possible to
correlate changes in the administrative structure with the
efficiency of the education and social protection sectors.
Amendments to the Cabinet of Ministers of the Republic
of Latvia Regulations No. 376 (2022) were used to analyse
the transformation of funding for the education network,
whilst the case study of the multifunctional centre “Perle”
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was analysed based on European Commission (2023a), us-
ing the illustrative example method as a tool for verifying
theoretical propositions. The regional asymmetry of the
reform’s effects was examined using the method of interre-
gional comparison, employing indicators of gross domestic
product (GDP) per capita (Central Statistical Bureau of Lat-
via, 2025b) and Latvian Public Media (2024). The criterion
was the differentiation in economic productivity between
the capital and peripheral regions. This made it possible to
assess the limitations of administrative consolidation as a
tool for levelling out development.

The effectiveness of the reform in a crisis environment
was assessed using the case study method. The COVID-19
pandemic and the security challenges after 2022 were seen
as stress tests of institutional capacity. The source base
included reports of the State Audit Office of Latvia (2022;
2023). In addition, the materials of the Ministry of Smart
Administration and Regional Development of the Republic
of Latvia (2021a; 2021b), Central Finance and Contracting
Agency Republic of Latvia (2023) have been used. The cri-
teria of evaluation were the ability to respond to crises, the
level of coordination between institutions, funding for the
civil protection system and the adaptation of social servic-
es. The methodology involved a qualitative comparison of
institutional responses with regulatory requirements and
actual outcomes.

A comparative analysis of the territorial administra-
tion systems of Ukraine and Moldova was conducted using
a comparative institutional approach. The source mate-
rials consisted of regulatory acts issued by the Cabinet of
Ministers of Ukraine (Decentralization reform, n.d.) and
statistical data on the administrative-territorial structure
(National Bureau of Statistics of the Republic of Moldo-
va 2026). Analytical reports by the OECD (2022) were also
examined. The criteria for comparison were the number
of administrative units, the level of fiscal decentralisation
(the share of local expenditure in the consolidated budget
and GDP), the degree of dependence on transfers, and hu-
man resource capacity. Data processing was conducted
through a synchronous comparison covering the period
2021-2025, which covered the impact of the war in Ukraine
on the budget structure. This period was chosen for a syn-
chronous comparison of the budget structures of Ukraine
and Moldova as it covers the period of martial law, which
addressed the direct (for Ukraine) and indirect (for Moldo-
va) economic consequences of the security crisis. Human
resource capacity was analysed using an institutional ap-
proach, drawing on materials from the OECD (2023b).

The transferability of the Latvian model was ana-
lysed using the institutional compatibility method, which
involved assessing the compatibility of legal systems
and administrative practices. The analysis drew on the
OECD (2023b). The criteria used were the level of cen-
tralisation, administrative capacity, the historical trajec-
tory of reforms and the political context. Additionally, an
analysis of the role of international partners was utilised.
The source base comprised documents from the Euro-
pean Commission (2022a; 2025) and the European Par-
liament (2025). Materials from the OECD (2024) and the
Ministry for Communities and Territories Development of
Ukraine (2026) were also utilised. This addressed external
factors supporting the reforms. The impact of the security
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environment was examined through the integration of
resilience and crisis governance approaches. The criteria
used were crisis response capacity, flexibility of manage-
ment decisions, and the integration of digital tools. The fi-
nal section, devoted to strategic directions for adaptation,
was developed using a modelling approach. The source
material comprises Law of Ukraine No. 1508-VII (2014).
Analytical reports from the UNDP (2022), the European
Commission (2022b), and Central Finance and Contract-
ing Agency Republic of Latvia (2023) were also utilised. In
addition, materials from the OECD (2023b) were utilised.
The criteria for developing the adaptation model were
the phased implementation, the set of tools, the expected
outcomes and the risks. Data processing involved summa-
rising empirical observations and transforming them into
a structured model that reflects the logic of transferring
institutional practices.

e RESULTS

Latvia’s regional reform as a tool

for modernising local government

In the theoretical discourse on public administration Lat-
via’s regional reform is regarded as a systemic institu-
tional change that integrates the principles of territorial
consolidation, fiscal decentralisation and the functional
separation of powers. The regional reform in Latvia intro-
duced in 2021 was not a stand-alone political project, but
was a reaction to the cumulative effect of long-standing
demographic, territorial-economic and institutional im-
balances (Dahs et al., 2021). Demographic dynamics was
one of the triggers of the transformations: according to
Eurostat (2025), the population of Latvia has decreased
from 2.67 million in 1990 to 1.88 million in 2023, a decline
of approximately 29.6%. The territorial asymmetry of this
process is obvious: over 34% in the Latgale region, 25% in
Kurzeme, while the Riga metropolitan region showed rel-
ative stability. This spatially uneven demographic erosion
has led to a decrease in population density in peripheral
communities to below 10 people per km?, imposing struc-
tural constraints on the effective delivery of public services
(Central Statistical Bureau of Latvia, 2021).

Apart from the demographic trends, the institu-
tional fragmentation of the local self-government sys-
tem became apparent. Prior to the reform Latvia had
119 municipalities, some of them with a population of
less than 5,000 people (Law of the Republic of Latvia
No. 2020/119C.1, 2020). These municipalities failed to
achieve the minimum efficient scale of governance, which
led to a situation in which a considerable share of local
budgets was used not for development projects, but for the
maintenance of the administrative apparatus (Bunkus &
Cane, 2024). These imbalances were compounded by the
fiscal insolvency of small communities. Before the reform,
Latvian municipalities depended on intergovernmental
transfers, which limited their autonomy in decision-mak-
ing. This model of financial dependence was associated
with low levels of investment activity at the local level
that, in turn, aggravated regional disparities (Central Sta-
tistical Bureau of Latvia, 2024).

Another external factor was the transformation of the
EU’s cohesion policy. The European Commission (2021) in
the programming period 2021-2027 pointed out the need
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to strengthen the administrative capacity of local au-
thorities as a prerequisite for the effective absorption of
structural funds. This meant that in the context of Latvia,
preservation of an excessively fragmented system of local
self-government restricted access to funding and reduced
the effectiveness of infrastructure and socio-economic
programmes. Hence, the reform was not only an internal
necessity but also a response to the institutional require-
ments of supranational governance.

The institutional and legal framework of the reform
was formalised through the adoption of the Administrative
Territories and Populated Areas Law, which took effect in
2021 and established the new configuration of the admin-
istrative-territorial structure (Saeima of the Republic of
Latvia, 2020). One element of this was the consolidation
of municipalities: their number was reduced from 119 to
43, accompanied by an increase in the average population
size of each municipality. This configuration was designed
to achieve economies of scale, thereby optimising admin-
istrative costs and improving the quality of public services.
Changes in the administrative structure were accompanied
by the introduction of new mechanisms for inter-munici-
pal coordination. The role of planning regions as platforms
for strategic planning and coordination of infrastructure
projects was strengthened. At the same time, joint service
delivery tools were introduced, which can be used by sever-
al municipalities to pool resources to perform administra-
tive functions, particularly in the areas of education, social
protection and digital governance (Ministry of Finance of
the Republic of Latvia, 2021).

The transformation of the functional distribution of
powers has become another key element of the reform.
There has been a clearer demarcation of responsibilities
between the central and local levels, which has reduced the
duplication of functions. Municipalities were granted ex-
panded powers in the areas of economic development, edu-
cation management and spatial planning, whilst retaining
responsibility for basic social services. This approach aligns
with the concept of multi-level governance, which entails
the vertical integration of policies whilst preserving the
autonomy of sub-national actors (Hooghe & Marks, 2021).
In summary, the preconditions for reform in Latvia were
shaped by interrelated demographic and fiscal-institution-
al factors, whilst its institutional design reflects a drive to
achieve structural efficiency through consolidation, co-
ordination and the redistribution of powers. At the same
time, a distinctive feature is the integration of national
transformations into the broader context of European co-
hesion policy, which determines not only the direction of
reforms but also the criteria for their evaluation.

The managerial and financial implications of Lat-
via’s administrative-territorial reform following 2021
are not manifested as a linear effect of consolidation,
but rather as a multidimensional transformation of in-
stitutional capacity, encompassing budgetary, organi-
sational and service-related aspects. For example, the
consolidation of municipalities has created the condi-
tions for a reallocation of resources from administrative
overheads to functional expenditure; however, this pro-
cess is accompanied by spatial differentiation of effects
(Ketners & Petersone, 2024). In this context, the mech-
anism involves not only a reduction in the size of the

administrative apparatus but also the centralisation of
back-office functions (accounting, IT, procurement), which
creates an effect of operational consolidation. Changes in
budgetary decentralisation reflect a more complex trajec-
tory. Although formally the level of financial autonomy
has not undergone a radical revision, the structure of mu-
nicipal revenues has transformed. In 2022-2024, there was
an increase in tax revenues to local budgets: by the end of
2023, municipal tax revenues exceeded the target by 5.6%,
and personal income tax receipts rose by 6.1% compared
to 2022 (LETA, 2024). In 2024, local budgets ended the
year with a surplus of 68.6 million EUR (Central Statistical
Bureau of Latvia, 2025a). This positive trend is not solely
the result of fiscal changes but reflects an expansion of the
tax base of the enlarged municipalities, which have gained
greater economic opportunities.

The economies of scale resulting from the administra-
tive-territorial reform are also evident in the public servic-
es sector, particularly in education. The consolidation of
municipalities has created the conditions for optimising
the school network and improving the efficiency of budget
spending. According to estimates, Latvia spends more per
pupil than Estonia, which is explained by the inefficient
structure of the school network, which requires optimisa-
tion (Amendments to the..., 2022). The move to “funding
follows the pupil” has created greater transparency in the
allocation of resources. At the same time, the reform has
created new opportunities for the implementation of spe-
cialised social services. For example, the multifunctional
social services centre “Pérle” in Cesis region, established
with the support of the European Regional Development
Fund (over 1 million EUR) and the European Social Fund
(over 9 million EUR), provides services to support inde-
pendent living for people with psychosocial and intellectu-
al disabilities (European Commission, 2023a). This exam-
ple illustrates that the effect of consolidation is not only
cost savings but also the possibility of creating specialised
services that previously were unavailable to individual
small communities.

At the same time, the results of the reform reveal
marked regional disparities. Economically developed are-
as integrated into the Riga functional zone have benefited
most from the consolidation, thanks to their well-devel-
oped tax base and infrastructure. In contrast, peripheral
regions, particularly the Latgale region, continue to face
constraints linked to demographic decline and low invest-
ment attractiveness. According to data from the Central
Statistical Bureau of Latvia, in 2023, GDP per capita in the
Riga region stood at 30,440 EUR, the highest figure among
the country’s regions, whilst in the Latgale region this
figure was only 11,536 EUR. Thus, the level of economic
productivity in the capital region exceeds the correspond-
ing figure in the Latgale region by a factor of 2.6 (Central
Statistical Bureau of Latvia, 2025b). According to Latvian
Public Media (2024) estimates, Latvia’s overall GDP per
capita in 2023 was 29% below the EU average, indicating
regional disparities at both national and European levels.
This suggests that administrative consolidation does not
automatically level out regional disparities, but requires
additional development policies. A summary of the trans-
formation parameters before and after the reform is pre-
sented in Table 1.
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Table 1. A comparative analysis of Latvia’s administrative-territorial structure before and after the reform

Before the reform After the reform . . .
m (up to 2021) (2021-2025) An analytical interpretation of the transformation

Reducing the number of administrative units by more

119 had access to jobs for
>50% of the population)

Number of than half marked a shift from a fragmented model to
P 119 43 .
municipalities a consolidated system of governance focused on the
functional capacity of local areas
S An institutional distinction emerged between urban
Type of S 36 enlarged municipalities . .
L . Small municipalities . o centres and the periphery, enabling the development
administrative . . (novadi) and 7 state cities - .
with a limited tax base - of different governance models for different types
structure (valstspilsétas) o
of territories
Middle High variability . _ Addrgs_smg substantla! dlspar%tl_es in the size of loc:al
Larger and more uniform units | authorities has reduced inequalities in access to services
management (1-24,000 people) . ..
and laid the groundwork for standardising governance
S Focus on “economically viable”
Some municipalities communities (following the
. . failed to provide basic 8 The reform was specifically aimed at eliminating
Administrative - reform, 30 . A
; services (only 14 out of LT . underperforming units that were unable to conduct
capacity out of 43 municipalities will

have access to jobs for >40%

their statutory functions

of the population)

Organisation

Fragmented, with

Consolidated, with potential for

Consolidation has paved the way for the reorganisation

of public N . network optimisation (schools, | of infrastructure and the reduction of inefficient costs
. overlapping functions -
services healthcare) through economies of scale
Expansion of the territorial and economic base, as well

. . - In 2024, local budgets ended | as the change in the mechanism for allocating personal

Financial Limited tax revenues - . o o o
. . .. the year with a surplus income tax (75% to local authorities, 25% to central

capacity in small communities

of EUR 68.6 million

government), has increased the potential for self-
financing, although regional disparities have persisted

Spatial control Administrative-historic

Functional-economic
(formation of clusters based

Transition to a model characterised by economic links,

logic on transport and industrial population mobility and infrastructure hubs
concentration)
s Expapded powers, but with Role of the local level as an entity within the public
Institutional - . the risk of the government .. .
Limited capacity - administration has been strengthened; however,
role of local to implement policies becoming detached from to compensate for the reduction in representation, a
authorities p p the public due to reduced P P i

representation

new body - the residents’ council — has been established

Source: compiled by the authors based on OECD (2019; 2023a), Saeima of the Republic of Latvia (2020b), Law of the Republic of Latvia
No. 11 (2020), Ministry of Smart Administration and Regional Development of the Republic of Latvia (2021a), ]. Radzevics (2023), Central

Statistical Bureau of Latvia (2025b)

The changes involved not only a reduction in the
number of administrative units, but also a shift in the
very logic of territorial governance. Before the reform,
the Latvian system was characterised by a high degree of
fragmentation, which directly affected the ability of mu-
nicipalities to perform their basic functions. The reform
was followed by institutional standardisation. The consol-
idation resulted in units that were more uniformly scaled,
which guaranteed the standardisation of administrative
procedures and greater predictability of management
decisions. It takes place in the framework of the EU mul-
ti-level governance where municipalities are policy im-
plementers and have to follow equal standards. However,
the transformation is not linear at the same time. Anoth-
er effect that comes about along with the strengthening
of administrative capacity is the movement of the centre
of governance towards urbanised areas. The challenge of
the reform is the balance between effective governance
and the preservation of local identity. Consolidation has
the economic logic of governance but may be at the same
time weakening the social integration at the local level.
Another point is the functionalisation of territories. The
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reform is based on the assumption that administrative
boundaries should correspond to the real flows of popu-
lation, labour and services. That means a shift from his-
torically constituted units to the economic geography of
the territories. The same can be done for the integration
of transport, education and social infrastructure planning
in one system. But structural imbalances have yet to be
fully dealt with. Demographic decline and concentration
of economic activity in the vicinity of Riga maintain sig-
nificant regional disparities. This indicates that adminis-
trative reform by itself is not sufficient as an instrument
for levelling out development and should be accompanied
by regional growth policies.

To summarise the post-reform configuration of Lat-
via’s administrative-territorial system, it is necessary to
apply a structural-functional model that reflects the in-
terrelationship between the three components of gov-
ernance. Within this model, the system functions as a
linear-cyclical interaction between institutional consoli-
dation, the organisation of public services and the provi-
sion of resources to territories. The basic logic of the mod-
el is presented in Figure 1.
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Consolidation of public

services

Municipal
consolidation

Increased financial
capacity
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managerial autonomy

Figure 1. Structural-functional model
of control components
Source: compiled by the authors based on Saeima of the Republic
of Latvia (2020), Law of the Republic of Latvia No. 11 (2020),
Amendments to the Cabinet of Ministers of the Republic of Latvia
Regulations No. 376 (2022), European Commission (2023a),
Central Statistical Bureau of Latvia (2025b)

In this framework, the first element (consolidation)
serves as a structural prerequisite, reducing the fragmen-
tation of the administrative system and creating larger ad-
ministrative units. The second element (consolidation of
services) reflects the functional level of the model, where the
education, social services and infrastructure networks are
optimised through economies of scale. The third element
(financial capacity) captures the resource outcome, which
manifests itself in the expansion of the tax base and the
growth of local budget revenues. The final element (partial
autonomy) reflects the limited feedback effect of the sys-
tem, as financial independence grows but remains depend-
ent on the state level. Overall, the model demonstrates not
linear decentralisation, but a closed adaptation mechanism
in which administrative consolidation triggers successive
functional and financial changes, yet does not eliminate
vertical dependence. This configuration can be used to in-
terpret the reform as a transition to a managed multi-level
system with partial functional autonomy for territories.

Assessing the effectiveness of reform in a changing en-
vironment reveals further dimensions of its performance.
The COVID-19 pandemic (2020-2023) served as the first
stress test for Latvia’s administrative system. The emer-
gency exposed the weaknesses of Latvia’s decentralised
civil protection system, where many institutions are in-
volved in management but none bear responsibility, and
the search for the most suitable crisis management model
continued throughout the pandemic (State Audit Office of
Latvia, 2022). At the municipal level, the crisis highlight-
ed the need to adapt social services: social workers were
forced to switch to more flexible, remote forms of work, and
new crisis support measures for families with children were
introduced at the local level. At the same time, an academ-
ic analysis of Latvia’s institutional response to the crisis
showed that the government managed to avoid serious
functional breakdowns (Steinbuka et al., 2022). After 2022,
security challenges linked to regional instability height-
ened the significance of institutional resilience. A state
audit found that the civil protection system is underfund-
ed (EUR 6-8 million is required annually for state material
reserves, which have not been allocated for at least four

years), and the last nationwide civil protection exercises
were held as far back as 2016. In this context, the adminis-
trative-territorial reform has laid the groundwork for more
consolidated governance, notably through investment in
road infrastructure (EUR 91.9 million in 2021) to improve
access to administrative centres and public services (Min-
istry of Smart Administration and Regional Development
of the Republic of Latvia, 2021b), as well as through the
Recovery and Resilience Fund’s plans, which aim to reduce
territorial disparities by improving access to social services
and employment in the regions (Central Finance and Con-
tracting Agency Republic of Latvia, 2023).

At the same time, critical assessments highlight the
risks associated with the reform. The reduction in the
number of municipalities decreased residents’ representa-
tion on local councils, resulting in the government be-
coming more distant from the population and alienating
them (Radzevics, 2023). As a compensatory mechanism, a
new institution - the residents’ council — was introduced
on 1 January 2023; however, it is merely an advisory body
with limited powers and cannot replace local self-govern-
ment. Local authorities do not ensure citizen participation
in many matters, especially in the search for solutions, the
development of projects and the assessment of the impact
of decisions taken, which leads to poor-quality administra-
tive decisions (State Audit Office of Latvia, 2023). In addi-
tion, the reform was accompanied by limited consultation
with communities and a reduction in the budgetary auton-
omy of municipalities, which remain overly dependent on
state funding and targeted grants, thereby limiting their
ability to effectively address local priorities, according to
international monitoring reports by the Congress of Local
and Regional Authorities of the Council of Europe (Latvia —
monitoring report, 2024). Thus, the administrative and
financial effects of the Latvian reform are ambivalent. On
the one hand, there has been an increase in administrative
and fiscal capacity, cost optimisation and an improvement
in service quality. On the other hand, regional disparities
and social challenges associated with centralisation per-
sist. The conditions of the pandemic and security instabili-
ty have demonstrated that larger administrative structures
are more adaptable, yet their effectiveness depends on the
ability to combine institutional rationalisation with mech-
anisms for local participation and representation.

Implications of the Latvian experience

for governance reform in Ukraine and Moldova

A comparative analysis of local government systems in
Latvia, Ukraine and Moldova has revealed not only differ-
ences in formal institutional structures, but also variations
in the extent of decentralisation processes, fiscal autono-
my and the human resource capacity at the sub-national
level. These differences are the consequence of historical
development paths, the extent of integration in Europe-
an institutions and the intensity of reforms in 2015-2025.
After the completion of the 2020 decentralisation reform
(Decentralization reform, n.d.), Ukraine’s system of terri-
torial governance is based on a three-tier model: commu-
nities (1,469 territorial communities as of 2024), expanded
districts (136) and regions (24 +the Autonomous Republic
of Crimea de jure) (Buyukeren, 2025). At the basic level,
this model is characterised by a high degree of horizontal
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consolidation, bringing it closer to the Latvian approach
after 2021. At the same time, Moldova is characterised by
a more fragmented structure: 32 districts, 13 municipali-
ties, 54 towns and 915 rural settlements (communes) as of
1 January 2025 (National Bureau of Statistics of the Repub-
lic of Moldova, 2026). This configuration is one of partial
territorial reform and the retention of small administrative
units with low capacity.

The financial dimension of decentralisation in Ukraine
and Moldova can be sufficiently analysed through the
share of general government expenditure at the local lev-
el. In 2021, local budget expenditures accounted for some
34-36% of the consolidated budget, which is approximate-
ly 10-11% of GDP (OECD, 2022). This attests to the rather
high level of fiscal decentralisation achieved as a result of
the reform in 2015-2020. At the same time, the financing
structure changed in 2022-2024: the share of intergovern-
mental transfers increased due to war-related expendi-
ture, which reduced the real autonomy of local authorities
despite the preservation of formal indicators (Bedriy et
al., 2025). Moldova has a similar, but lower indicator. The
share of local expenditure is of the order of 20-25% of total
public expenditure, which is of the order of 7-8% of GDP.
Local authorities’ revenues are still limited and less than
half of their budgets, showing a dependence on central
funding and little fiscal autonomy (OECD, 2023b). In this
case, the significance of the Latvian experience for Ukraine
and Moldova is not in the level of indicators as such, but
in the structural balance of the system. Ukraine has a high
degree of decentralisation in terms of expenditure param-
eters, but still has interregional asymmetry and depend-
ence on transfers in crisis times. On the contrary, Moldova
is marked by institutional fragmentation and weak local
budgets which affect the effective implementation of de-
volved powers. This indicates that quantitative indicators of
decentralisation are not sufficient, in themselves, to reflect
the real capacity of the local level to develop autonomously.

Several studies treat the human resource capacity of
local authorities in Ukraine and Moldova as one of the lim-
iting factors of the effectiveness of decentralisation, but

this assessment is made not via formal educational indica-
tors but via the ability of institutions to perform expanded
management functions. As for Moldova, the report of the
OECD (2023b) indicates that local authorities lack qualified
staff, especially in the areas of financial management and
strategic and project management, which limits their abili-
ty to implement public policies at the local level. Similarly,
it is mentioned that the limited number of administrative
units makes it difficult to build a professional workforce be-
cause resources are still scattered. The staffing dimension
takes a different form in Ukraine: decentralisation reform
created institutionally capable communities. But the prob-
lem is the uneven distribution of administrative capacity
across communities, which is most visible in rural areas
and communities with a limited economic base (Patyka et
al., 2023). Thus, even with formally expanded powers, not
all communities are able to exercise them equally effective-
ly, in particular in the areas of budget planning, attracting
investment and rehabilitation of infrastructure.

In this sense, the process of European integration can
be seen as an institutional catalyst for change as it involves
not only the harmonisation of legislation but also the im-
provement of public administration. The strengthening of
administrative capacity at the local level is needed for the
effective implementation of the EU acquis, including the
management of European funds and the implementation
of sectoral policies (Nakrosis et al., 2023). Accordingly, the
human resources component of the transformation takes
on systemic significance, as it determines the actual, rath-
er than merely declarative, capacity of territorial units to
function within a multi-level governance framework. Thus,
in Moldova, the human resources problem is structural in
nature and linked to the fragmentation of the governance
system, whereas in Ukraine, it is manifested in the form
of territorial asymmetry of capacity. This reinforces the
conclusion that the effectiveness of decentralisation is de-
termined not only by the scope of devolved powers, but by
the ability of local institutions to ensure their high-quality
implementation. The transformation of territorial govern-
ance in Ukraine and Moldova is shown in Table 2.

Table 2. Comparative analysis of local government reform in Ukraine and Moldova (2021-2025)

Ukraine

Consolidation of local authorities
as part of the 2015-2020

Model of territorial

Partial decentralisation without
systematic consolidation of local

Moldova

Analytical interpretation

Ukraine has transitioned to
a functionally consolidated

administrative units

reform decentralisation process has been .. model, whilst Moldova retains a
authorities
completed fragmented system
There has been a significant
Number of basic 1,469 local authorities 898 mayors reduction in the number of small

units in Ukraine, whilst small-scale
management prevails in Moldova

Administrative Three-tier system: community —

The Ukrainian model is more

structure

district — region

Districts — boroughs — municipalities

standardised and integrated

Level of fiscal
decentralisation

Share of local expenditure is
approximately 34-36% of the
consolidated budget

Local expenditure accounts
for around 20-25% of public
expenditure

Ukraine is characterised by a higher
degree of financial autonomy
at the local level

Financial capacity
of local authorities

Expanded tax base and direct
intergovernmental relations

Significant dependence on central
government transfers

Moldova continues to experience
a high degree of financial
dependence at the local level

Organisation
of public services

Development of the Centre for
Administrative Services, the
digitalisation of services, and the
optimisation of the education
and healthcare networks

Fragmented service delivery
with limited digitalisation

Ukraine is demonstrating a higher
level of functional modernisation
in governance
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Table 2, Continued

Analytical interpretation

Varies from community to
community, but a professionalised
local level has been established

Human resources
capacity

Shortage of skilled staff
in small local authorities

Fragmentation in Moldova is
hindering the development
of a sustainable workforce

Emphasis on functional links

Spatial control logic and service accessibility

Primarily an administrative-historical

Ukrainian reform has partially
shifted towards the functional-

model R
economic principle

The war, since 2022, has

Impact of the crisis | transformed communities into

COVID-19, the energy crisis,
migratory pressures and the

A changing environment has
heightened the significance

during wartime

environment actors in crisis management Transnistrian factor have exposed the | of institutional resilience at the
and recovery weaknesses of a fragmented system local level
Key structural Interregional resource disparities Administrative fragmentation Both systems remain vulnerable to
] and dependence on transfers . - external crises, but
constraints and limited financial autonomy

for different reasons

Source: compiled by the authors based on Decentralization reform (n.d.), OECD (2022; 2023b), World Bank (2022), UNDP (2022), S. Cor-
nea (2022), Law of the Republic of Moldova No. 225 (2023), United Nations High Commissioner for Refugees (2023)

An analysis of the feasibility of transferring the Latvi-
an model of territorial governance to Ukraine and Moldo-
va requires consideration not only of formal institution-
al parameters, but also of the underlying compatibility
of legal systems, administrative practices and political
contexts. The consolidation of municipalities, which be-
came a central element of the reform in Latvia in 2021,
is of partial relevance to Ukraine, where similar processes
have already been implemented as part of the 2015-2020
decentralisation. The Ukrainian model of voluntary amal-
gamation of territorial communities led to the formation
of 1,469 viable communities (Treffers, 2023). Therefore,
the Latvian experience is not a novelty but a confirma-
tion of the effectiveness of the consolidation approach as
a mechanism for achieving administrative and financial
viability. The situation in Moldova is different, of course.
The maintenance of 898 municipalities with an average
population of 2,500 (Cornea, 2022) implies the absence of
systematic consolidation at the basic level of government.
In this context, the Latvian model can be taken as a refer-
ence point for reform, but its implementation will require
adaptation to local socio-political conditions, especially
the low level of trust in central government and the limit-
ed administrative capacity.

Institutional compatibility is one of the factors deter-
mining the feasibility of transfer. Latvia operates within
the framework of the “acquis communautaire”, which pro-
vides for clear regulation of powers, financial discipline
and management procedures. Ukraine and Moldova, as EU
candidate countries, are gradually harmonising their legis-
lation with European standards. This creates a regulatory
framework for the partial adoption of Latvian practices, but
does not eliminate gaps in law enforcement. The risks of
mechanical adoption lie in the fact that institutional solu-
tions effective in one country may lose their effectiveness
in another due to differences in historical development. In
the case of Ukraine, decentralisation took place in the con-
text of a profound transformation of public administration
after 2014, which shaped a specific model of interaction
between the centre and local communities. The success
of the Ukrainian reform is due to the combination of fis-
cal decentralisation with political support at the national
level (Bondarenko, 2025). Thus, a blind copying of the Lat-
vian model, without taking this context into account, could
lead to institutional dysfunction. In Moldova this is even

more acute, due to the post-Soviet tradition of centralised
governance and the limited experience of local financial
autonomy. The weakness of local institutions in Moldova
is connected not only to resource constraints but also to
the poor quality of administrative procedures, estimates
the OECD (2023b). This implies that convergence of local
authorities without simultaneous improvement of institu-
tional quality may not produce the expected results.

International partners are very important in this pro-
cess, because they bring not only financial support, but also
expert guidance for the reforms. The European Union, us-
ing the instruments of its cohesion policy and the European
Commission program, finances the development of projects
of local self-government in Ukraine and Moldova (2022a).
In particular, the “EU4Moldova: Local Communities” pro-
ject (2022-2025) supports local authorities in Moldova to
enhance governance and service delivery in rural commu-
nities (European Parliament, 2025). In Ukraine, the EUro-
BRIDGE_UA_MD project (2025-2029) was launched in 2025
with a budget of 2 million EUR under the Cohesion Policy
to strengthen the institutional capacity of border regions
and prepare local administrations to implement EU cohe-
sion policy standards (European Commission, 2025). The
UNDP (2022) has programmes to support decentralisation,
including in Ukraine through the “EU4Recovery” project
which in 2023-2024 covered more than 100 communities,
contributing to infrastructure recovery and the enhance-
ment of administrative capacity (Ministry for Communities
and Territories Development of Ukraine, 2026). For its part,
the OECD (2024) provides analytical support and develops
recommendations on multi-level governance so that the
Latvian experience can be adapted to the specific circum-
stances of other countries. The rationale and priorities of
territorial reforms are greatly influenced by the impact of
the security environment. The role of local self-government
has been transformed by the war in Ukraine from 2022 into
a crucial player in crisis management. Local communities
are directly involved in providing essential services in the
areas of humanitarian aid, population evacuation and re-
construction of infrastructure.

Therefore, decentralisation in wartime takes on not
only an economic but also a security dimension. For Mol-
dova, the factor of a changing environment also had a
systemic impact on the transformation of territorial gov-
ernance, although its configuration differed from the

« Development Management. 2026. Vol. 25, No. 2 « 65



Latvia’s regional reform and its significance...

Ukrainian case and combined epidemiological, energy,
migration and security-territorial challenges. The energy
crisis of 2022-2023, caused by a sudden increase in pric-
es for imported gas and electricity, became a destabilis-
ing factor, increasing the dependence of local budgets on
central funding and limiting the resource autonomy of the
municipal level (World Bank, 2022). The massive inflow of
Ukrainian refugees after the start of the full-scale war in
Ukraine also put a significant strain on the local govern-
ance system: in 2022, Moldova hosted one of the highest
numbers of refugees in Europe in relation to its domestic
population (UNHCR, 2022), which increased pressure on
municipal infrastructure, the housing sector and the social
security system, particularly in the border and urbanised
areas. At the same time, the unresolved Transnistrian con-
flict is a specific source of instability for Moldova, creating
a long-standing regime of asymmetric territorial govern-
ance and undermining the integrity of the public admin-
istration system. The presence of a de facto uncontrolled
territory and a Russian military contingent create risks for
decentralisation and the coordination of infrastructure de-
velopment; the Transnistrian factor has also become more
important since 2022 because of the increased regional se-
curity tensions (Douglas & Wolff, 2024).

In a context of permanent uncertainty, the need for
flexible administrative models emerges. Systems that are
too rigidly centralised or too fragmented are less effective
than models which combine consolidation with mecha-
nisms for local autonomy. Thus, the Latvian reform can be
considered as an example of such a hybrid model, but its
transfer to Ukraine and Moldova will have to be adapted to
the security challenges, institutional legacies and the lev-
el of integration into the European space. Therefore, the
transferability of the Latvian model is constrained by the
conditions of institutional compatibility and contextual
specificity. Its implementation is possible only with struc-
tural changes, together with the development of human
resources, digital management tools and mechanisms of
adaptation to the crises, which is of particular importance
in the context of the security challenges of the 2020s.

One of the mechanisms for overcoming the limita-
tions of administrative scale is to strengthen inter-mu-
nicipal cooperation without formal merging of territorial
units. Such mechanisms are implemented in Latvia by joint

institutions for service delivery and regional planning plat-
forms after the reform in 2021. In Ukraine, there began to
develop similar instruments after the adoption of Law of
Ukraine No. 1508-VII (2014), and as of 2024, more than
900 cooperation agreements were signed, covering waste
management, water supply, and fire safety. This approach
is of particular importance for Moldova considering the
high fragmentation of administrative units which makes
it difficult to reach economies of scale without the crea-
tion of horizontal cooperation networks. The optimisation
of administrative units on the basis of functional criteria
implies the abandonment of a purely territorial approach
to the formation of communities and the emphasis of eco-
nomic and social ties. The consolidation of municipalities
in Latvia was based on transport accessibility, the structure
of the labour market and service centres availability. In
Ukraine a similar logic was used to some extent during the
consolidation of viable communities, but gaps in access to
services persisted, particularly in rural areas (UNDP, 2022).
In Moldova, the application of functional criteria could be
the basis for future consolidation reforms, as the existing
network of municipalities does not reflect economic reali-
ties (Law of the Republic of Moldova No. 225, 2023).

The development of digital governance forms the in-
frastructural foundation for improving the efficiency of
local government, regardless of the size of administrative
units. Latvia is among the countries with a high level of
digitalisation of public services: according to the Europe-
an Commission (2022b), over 84% of public services are
available online. Ukraine is demonstrating rapid progress
in this area through the development of the “Diya” plat-
form, which, as of early 2025, serves 18.3 million users and
offers over 120 digital services (Bulavynets et al., 2026). For
Moldova, digital governance is viewed as a tool for over-
coming staffing and resource constraints; however, its level
of implementation remains lower due to institutional bar-
riers. The institutionalisation of multi-level governance
ensures the integration of local, national and supranation-
al levels in the decision-making process. Latvia, as an EU
member state, operates within a well-developed system of
multi-level governance, where municipalities are directly
involved in the implementation of European programmes.
The systematisation of strategic adaptation directions is
presented in Table 3

Table 3. Model for the adoption of the Latvian experience to Ukraine and Moldova

m Implementation stages Tools Expected result Risks
Inter- identification of common needs — . Reduction of costs, Conflicts of interest,
L. - . Cooperation agreements, - - -
municipal conclusion of agreements — creation - improvement inequality between
; . joint ventures . - .
cooperation of shared services in service quality partners
Optimisation analysis of functional links — Spatial planning, Increasgd accesmbll} ty Social resistance,
: 0 R S of services, economies i -
of units consolidation/redistribution of powers legislative changes of scale political risks
Digital development of IT infrastructure — e-services, digital Cost reduction, increased Cyber threats,
governance service integration — scaling platforms transparency digital inequality
Multi-level harmonisation of legislation — Institutional coordination Improv.ement of policy Bureaucratic
. [ . efficiency, access .
management integration into EU programmes mechanisms to funding complexity

Source: compiled by the authors based on Law of Ukraine No. 1508-VII (2014), Law of the Republic of Latvia No. 2020/119C.1 (2020),
S. Cornea (2022), European Commission (2022b), UNDP (2022), Central Finance and Contracting Agency Republic of Latvia (2023),

OECD (2023b)
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An analysis of this model shows that the adaptation of
Latvia’s experience is not a one-off process, but involves
a phased transformation of the institutional environ-
ment. The most versatile tool is inter-municipal coopera-
tion, which can be implemented without major structural
changes. In contrast, the optimisation of administrative
units requires political resources and social legitimacy,
which complicates its implementation. Digital governance
acts as a catalyst for change, as it can increase the effi-
ciency of governance even whilst maintaining the existing
territorial structure. At the same time, its effectiveness
depends on the level of digital literacy among the popu-
lation and the institutional capacity of public authorities.
Multi-level governance, in turn, creates the framework for
integrating national reforms into the European context,
but requires a high level of coordination between different
levels of government.

Consequently, the relevant aspect of Lithuania’s ex-
perience for Ukraine is not the consolidation of territorial
units, as the Ukrainian reform has already implemented a
large-scale consolidation of communities, but rather the
mechanisms for functional integration between the local,
regional and central levels of government. The Lithuani-
an model demonstrates a higher level of institutional co-
herence between spatial planning, investment policy and
sectoral governance, particularly in the areas of healthcare,
education and transport infrastructure. Unlike Ukraine,
where a significant proportion of local authorities will op-
erate after 2022 under conditions of uneven security, demo-
graphic and financial capacity, Lithuania has established a
system of regional coordination through integrated mech-
anisms of strategic planning and multi-level budgetary co-
ordination. Of particular value to Ukraine is the experience
of combining decentralisation with a state system of re-
gional equalisation, where the financial autonomy of mu-
nicipalities is not accompanied by a complete transfer of
risks to the local level. In the context of post-war recovery,
this is of fundamental importance, as the Ukrainian model
is currently characterised by the significant dependence of
frontline and depressed communities on transfer support.
Ukraine could adopt the Lithuanian approach to establish
functional macro-regions for recovery, integrate spatial
planning with reconstruction policy, and create sustaina-
ble models of inter-municipal cooperation in the context of
demographic decline and internal migration.

For Moldova, Lithuania’s experience is particularly
relevant in the context of overcoming institutional frag-
mentation and establishing an effective model of territori-
al governance amidst external security risks and structural
marginalisation. The Moldovan system, on the contrary, is
still characterised by a large number of mayors who are un-
der-resourced with limited human and financial resources,
unlike Ukraine where reform has already changed the basic
level of governance a lot. An example is Lithuania where
territorial policy combines administrative consolidation
with the development of regional growth centres and the
digitalisation of public services. This is relevant for Moldo-
va in the context of population out-migration and uneven
access to services. There is also the Lithuanian experience
of integrating peripheral territories into a single economic
and transport space via functional links, rather than ad-
ministrative boundaries. This is important for Moldova,

considering the Transnistrian factor, which increases the
asymmetry of territorial development and complicates the
implementation of a unified state policy. Moreover, the
experience of Lithuania in strategic use of the European
Structural Funds in support of the regional convergence
can be a potential model for Moldova in the process of EU
standards adaptation, as it can be used for the combination
of administrative reform with the economic modernisation
of territories, rather than reducing it solely to changes in
the configuration of local government bodies.

e DISCUSSION

Synthesis of the findings developed a more comprehen-
sive interpretation of regional reforms as a process that
extends beyond mere administrative consolidation. Such
integration has shown that the effectiveness of territo-
rial reforms is determined not by individual parameters,
but by their interaction, where demographic structure, fi-
nancial base, human resource potential and the level of
digitalisation form a single system that is sensitive to ex-
ternal shocks. A synthesis of the study’s findings revealed
conceptual similarities with the propositions formulated
by G. Malinovska (2020), albeit with a broader interpreta-
tive scope. In the aforementioned work, the emphasis was
placed on the initial structural imbalances of the Latvian
local self-government system, in particular the low pop-
ulation density and the limited administrative capacity
of municipalities, which made it impossible to properly
perform delegated functions. The present study confirmed
these findings, yet demonstrated that institutional failure
was not merely a consequence of demographic factors, but
arose as a result of the interplay between demographic
contraction, fiscal dependency and spatial fragmentation.
In contrast, the author, who interpreted the reform primar-
ily as a tool for improving efficiency, this study revealed a
shift in the very logic of territorial governance — from an
administrative-historical to a functional-economic one.
At the same time, the results of a survey of the population
of Latgale, as presented by G. Malinovska (2020), correlate
with the identified risks of alienation from the authori-
ties and loss of local identity, which were considered in
the study as a side effect of administrative consolidation.
Thus, empirical observations regarding the population’s
perception of the reform complemented the institutional
analysis, confirming the need to balance the efficiency and
accessibility of services.

The findings of S. Karvatska et al. (2023) regarding the
conditions for the success of local self-government reforms
in Ukraine were partially confirmed, but were interpreted
in a more nuanced manner. In the aforementioned study,
the factors identified were overcoming the Soviet legacy,
the existence of a legal framework and human resourc-
es, as well as foreign policy considerations. The research
conducted demonstrated that even in the presence of in-
stitutionally formalised decentralisation and several es-
tablished territorial communities, territorial asymmetry
in capacity remains a decisive limiting factor. This con-
clusion clarifies the position of scholars, as the problem
lies not only in inherited institutional barriers but in the
uneven distribution of resources and administrative capa-
bilities among communities. At the same time, the thesis
regarding the importance of human resource capacity was
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confirmed, but expanded through the interpretation of hu-
man resource capacity as a functional category encompass-
ing the ability for strategic planning and resource manage-
ment, rather than merely formal qualifications. Concerning
external conditions, the study demonstrated that the factor
of the war after 2022 transformed the logic of decentralisa-
tion, turning it from a development tool into a mechanism
for ensuring resilience, a point that was not fully reflected
in the authors’ work.

The findings of P. Fuhelo et al. (2022) regarding the
financial effects of decentralisation in Ukraine are con-
sistent with the results of this study; however, their in-
terpretation has been further refined by taking the crisis
context into account. In that study, the growth in local
budgets’ own revenues between 2016 and 2020 was con-
sidered an indicator of increased financial autonomy. The
present study confirmed this trend, but at the same time
noted its instability during the period 2022-2025, when
the growing role of intergovernmental transfers, driven by
military expenditure, limited the real autonomy of local
authorities. Thus, the researchers’ conclusions are relevant
to the pre-crisis period but require adjustment to account
for new macroeconomic conditions. Additionally, the study
expanded the interpretation of the revenue structure, con-
firming the dominance of personal income tax as a source
of local budget revenue whilst highlighting the risks of
such dependence in conditions of economic instability. In
this context, the Latvian experience was interpreted not as
a model with a higher level of revenue, but as a system with
a more balanced structure of financial resources.

The approach taken by A.V. Stefanita (2022) to clas-
sifying models of local autonomy in European countries
demonstrates conceptual consistency with the findings
of this study, but requires further clarification regarding
practical implementation. In the aforementioned work, the
Baltic states were considered as an example of a relatively
simple administrative structure that ensures the transpar-
ency of functional autonomy. The present study confirmed
this characteristic but showed that even within such a
model, regional disparities persist, which are not automat-
ically eliminated through administrative simplification.
The thesis regarding the effectiveness of rapid reforms for
post-socialist states received empirical confirmation using
the example of Latvia, but was supplemented by the con-
clusion that further institutional fine-tuning is necessary
following the formal completion of the reform. In the con-
text of Ukraine and Moldova, the classification by A.V. Ste-
fanita (2022) interpreted them as systems in a transitional
state between a centralised and a hybrid model; however,
the study showed that the factor driving their transforma-
tion is not the type of administrative system as such, but
the level of integration into multi-level governance and the
ability to adapt to security challenges.

A. Geske et al. (2022) Latvia’s administrative-territorial
reform was examined through the lens of education poli-
cy, where the consolidation of municipalities was seen as a
factor that complicated the management of education net-
works, yet simultaneously expanded the analytical scope
for assessing the quality of education at the sub-national
level. The present study confirmed this duality of effects,
but extended its interpretation beyond the education sec-
tor, showing that consolidation not only improved access
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to aggregated data but also created the conditions for the
functional standardisation of management across various
public service sectors. Whilst researchers have empha-
sised the instrumental dimension of educational data use,
this study found that a similar logic applies to other areas,
notably budget planning and social services, where larger
administrative units ensure greater comparability of indi-
cators. At the same time, the findings regarding the une-
ven distribution of effects are consistent: the variation in
the size of municipalities following the reform creates an
asymmetry in administrative capabilities, which is reflect-
ed in the education sector through differences in the quali-
ty of educational outcomes, and in the broader administra-
tive context through an imbalance in financial capacity and
access to resources.

In the study by S. Horbliuk & O. Brovko (2022), local
government reform in Ukraine was presented as a com-
prehensive process aimed at institutional streamlining,
strengthening communities and establishing a capable
territorial framework for public administration. This in-
terpretation is generally consistent with the findings of
the present study; however, the latter has identified the
internal limitations of this model in greater detail. Whilst
the researchers focused on the normative and institution-
al logic of the reform and its phased implementation, the
present study revealed that, following the completion of
administrative consolidation, the challenge was not struc-
tural fragmentation but the spatially differentiated capaci-
ty of communities. Thus, the study clarified that achieving
the formal goal of consolidation did not lead to full func-
tional convergence of communities, but instead created a
new type of asymmetry that was not central to the authors’
study. At the same time, the conclusions regarding the in-
completeness of the reform coincide; however, in the study
conducted, this incompleteness was interpreted not only as
institutional but also as functional-territorial.

The analytical model developed by I. Burmester (2025),
which explained Moldova’s political transformation
through the impact of a security crisis, provided a broader
interpretation of the study’s findings regarding the rela-
tionship between external shocks and institutional chang-
es. The author’s work demonstrated that the crisis caused
by the Russian invasion of Ukraine accelerated the process-
es of democratisation and European integration in Mol-
dova. The present study complemented this approach by
showing that similar external factors influenced not only
the political sphere but also the transformation of local
governance. The study found that, in the context of hybrid
threats, the importance of institutional resilience at the lo-
cal level increases, which, in turn, heightens the relevance
of municipal consolidation or cooperation. Thus, the con-
clusions of I. Burmester’s (2025) approach regarding crisis
as a catalyst for change has been extended to the realm of
administrative-territorial reforms, where the security fac-
tor has begun to determine not only the political but also
the administrative configuration of the state.

In the study by E. Broks et al. (2026), Latvia’s experi-
ence of European integration was examined as an institu-
tionally consistent process of harmonising the legal system
and adapting to the “acquis communautaire”, which shaped
a structured reform trajectory. The study confirmed the
relevance of this experience, but the focus shifted to the
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limitations of its transferability to the contexts of Ukraine
and Moldova. While the researchers highlighted the possi-
bility of using the Latvian case as a benchmark for Ukraine,
the results of the study showed that the context shaped by
war and asymmetric security risks significantly alters the
conditions for implementation. The study established that
Ukraine’s European integration process was unable to rep-
licate the Latvian model linearly, as it took place under the
influence of concurrent crisis processes. Thus, the authors’
conclusions were refined by incorporating the factor of an
unstable environment, which transformed the classical
model of institutional convergence.

The study by A. Kliuchnyk et al. (2025b) found that the
level of e-government implementation is directly correlat-
ed with the investment attractiveness of local authorities:
the digitalisation of administrative services reduces trans-
action costs, increases the transparency of administrative
decisions and creates the conditions for attracting exter-
nal resources. This study confirms this thesis but extends
it to the level of regional reforms in Latvia, Ukraine and
Moldova. Whilst the authors emphasised digitalisation as
a tool for economic development, this study has shown
that digital governance also serves to adapt territorial
systems to crisis conditions. Latvia, with an online service
accessibility rate of over 84%, demonstrated greater resil-
ience of administrative procedures during the pandemic
and security crisis. At the same time, unlike the research-
ers’ study, which was based on an analysis of individual
communities, the present study found that the positive
effect of digitalisation is negated by the persistence of ad-
ministrative fragmentation (as in the case of Moldova) or
territorial asymmetry of capacity (as in Ukraine). Thus, the
comparison confirms that digital governance is a neces-
sary but insufficient condition for the success of territorial
reforms: its effectiveness is only realised in conjunction
with institutional consolidation and the professionalisa-
tion of the workforce.

The findings of L. Jankova et al. (2020), which high-
lighted the limited potential of administrative-territorial
reform to address regional disparities, have been empiri-
cally confirmed by this study, albeit on a larger scale. The
researchers’ study focused on the Zemgale region, where
consolidation did not guarantee economic growth in the
newly formed units. This study generalised this conclu-
sion to the national level, showing that even after the
2021 reform, spatial disparities in Latvia persist and are
sometimes exacerbated by the concentration of resourc-
es in the Riga functional area. The study that consolida-
tion changed the institutional form of governance but did
not eliminate structural economic differences between
regions. Thus, the findings of L. Jankova et al. (2020) are
not only confirmed but also expanded by including fiscal
and administrative parameters, which can provide a more
comprehensive interpretation of the reform’s effects. A
comparison of these studies with the results of the present
analysis has shown that the Latvian reform is multifac-
eted, being manifested differently across various sectors
and countries. This approach integrated individual sec-
toral and national observations into a coherent analytical
framework, where the interaction of institutional reforms
with demographic, economic and security processes serve
as the explanatory factor.

e CONCLUSIONS

The study concluded that Latvia’s 2021 regional reform
constitutes an administrative consolidation and a multidi-
mensional institutional transformation, driven by the cu-
mulative effect of demographic decline and the fiscal un-
sustainability of small municipalities. The reduction in the
number of municipalities from 119 to 43 and the introduc-
tion of 36 enlarged regions and 7 state cities changed the
logic of territorial governance: the transition from an ad-
ministrative-historical principle to a functional-econom-
ic grouping based on transport accessibility and labour
markets was a novelty. The study found that the financial
consequences of the reform were ambivalent: although lo-
cal budgets in 2024 showed a surplus of EUR 68.6 million
and tax revenues exceeded the target by 5.6%, these gains
were distributed unevenly. Economically developed areas
integrated into the Riga functional zone reaped the great-
est benefits, whilst the peripheral Latgale region remained
with a GDP per capita of EUR 11,536, which is 2.6 times
lower than the capital’s figure.

The Latvian model was compared with the Ukrain-
ian and Moldovan systems, focusing on three aspects:
the staffing capacity of local administrations, the role
of inter-municipal cooperation as an alternative to for-
mal consolidation, and the impact of the security envi-
ronment on decentralisation. The study determined that
for Ukraine, where 1,469 territorial communities were
formed following the 2015-2020 reform, the main con-
straint was not fragmentation but the territorial asym-
metry of administrative capacity: rural communities with
a limited economic base are unable to exercise their ex-
panded powers with equal effectiveness. For Moldova,
which has retained 915 villages with an average popula-
tion of 2,500, the Latvian experience of consolidation is
recognised as relevant, but the conditions for its imple-
mentation require a prior improvement in the quality of
administrative procedures, which currently remain low
due to the post-Soviet tradition of centralised manage-
ment. The study also showed how the COVID-19 pan-
demic and security instability after 2022 transformed the
criteria for evaluating the reform: consolidated munici-
palities demonstrated greater adaptability in crisis man-
agement. Digital governance is therefore one of the key
factors shaping the system: Latvia, with over 84% of ser-
vices available online; Ukraine, with the “Diya” platform
(18.3 million users by early 2025); and Moldova, which is
only just overcoming institutional barriers, demonstrate
the link between the level of digitalisation and the effec-
tiveness of territorial reforms, regardless of the formal
size of administrative units.

Thus, the Latvian reform cannot be regarded as a
universal model to be replicated, and its adaptation in
Ukraine and Moldova requires simultaneous considera-
tion of functional links, human resource capacity, secu-
rity threats and the level of digital maturity. Prospects for
further research in this area include a comparative analy-
sis of the long-term effects of the Latvian, Ukrainian and
Moldovan models of territorial governance using panel
regression methods.
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Awnoraiig. MeToio mocimskeHHsT 6y/I0 BU3HAYEHHST ITepeIlyMOB, XapaKTepy Ta HaCIiAKiB JaTBilichkoi pedopMu, a TAKOXK
OIIiHKa MOKIMBOCTEJT 3aCTOCYBAHHS ii OKpeMux MexaHi3MiB B YkpaiHi Ta MosioBi B yMOBax HeCTa6iJIbHOr0 30BHIITHbOTO
cepemoBuIna. MeTomonoriyHa KOHCTPYKILiS MOCTiIKeHHS OasyBajiacsi Ha iHTerpaiii iHCTUTYIIHOTO, CTPYKTYPHO-
(byHKIIiOHAIBHOTO, HOPMATUBHO-ITPaBOBOTO, MOPiBHSUIBHOTO GIOIKETHOTrO, IIPOCTOPOBOrO, KOMIIAPaTMBHOTO aHai3y,
METOJly PEeTPOCHEKTMBHOIO IIOPiBHSIHHSI YaCOBUX psJiB, Kelic-aHasli3y, iHCTUTYI[IfHOTO MO[ETIOBAHHS, aHasi3y
iHCTUTYIi/iHOT cyMicHOCTI Ta MeTOAy MOMeTioBaHHS. Y XOi JOCTiAKeHHs 6yJ0 BCTAHOBJIEHO, IO YKPYIHEHHs 6e3
MOTIePeTHbOTO 3MillHEHHST aAMiHiCTPaTUBHMX MPOLeAyp He 3abes3reuye BUPiBHIOBAHHS PerioHaIbHUX AMUCIIPOIIOPILiii.
AHaui3 BUSIBMB, 110 aJ ATV BHICTb yIIPaB/IiHHS BM3HAYAETHCS piBHEM KOOPAMHAILi1, KaIPOBYM ITOTEHIliaIoM Ta iHTeTpalli€to
uudpoBuxX iHCTpyMeHTiB. OTpMMaHi pe3yabTaTy 3aCBiIuMIN, 0 TIepeHeCeHHS MOJIeNi aAMiHiCTPaTUBHOTO YKPYITHEHHS He
BiZITBOPIOE ONHAKOBYX e(DeKTiB Yy pi3HMX KpaiHax uepe3 BiZMiHHOCT y CTPYKTYpPi MiClIeBOTO yIIpaB/IiHHS Ta peCypcHiii 6a3i. B
VkpaiHi 06MeskeHHSIM BUCTYTIWIIA He KiTbKiCTh TePUTOPiaTbHUX ONMHUIb, a 11COaTaHC aAMiHICTPaTUBHOI CTIPOMOSKHOCTI
MiX rpOMazaMu, SIKMit TOCUIUBCSI HePiBHOMIPHICTIO €KOHOMIUHOTO PO3BUTKY. Y Bunaaxky MonnoBu aHaii3 3adikcyBas
36epeskeHHs Api6HOMAcIITabHOI aAMiHiCTPaTUBHOI CTPYKTYPH, siKa 06Meskye eheKTUBHICTh JeleryBaHHs [TOBHOBAKEHb
Ta YCKJIQIHIOE peasti3allito MoiTUKY 3TypPTOBAHOCTI. Y3araJlbHeHHS pe3y/lbTaTiB MOKa3aso, 0 iMIJIeMeHTallisl MigXo/1iB
agMiHicTpaTuBHOI KOHComimarii B Ykpaini Ta MongoBi morpebye moeaHaHHS iHCTUTYIIIHOTO 3MilTHEHHS, GiHAHCOBOI
nuBepcudikariii Ta po3BUTKY IMGPOBOTO BpsLyBaHHS. [[pakTHUHe 3HAUEHHS Mossirae y GOpMyBaHHI aHATITUIHOTI OCHOBU
IIJIS OPTaHiB epskaBHOI BIaiyl, EKCIIEPTHUX IIEHTPIB Ta PO3POOHMKIB MOMITUKM, 3TyUeHUX J0 pe(pOpMYBaHHS CUCTEMU
TepUTOpPiaAbHOIO yIpas/iHHS B YKpaiHi Ta Mongosi
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