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Abstract. This study examined the implementation and effectiveness of indirect assessment
methods in personal income tax administration, with particular emphasis on regulatory frameworks
and opportunities to enhance tax audit effectiveness. The research employed a statistical analysis,
case study examination, and comparative assessment of implementation practices across different
jurisdictions. The study primarily focused on Latvia's experience as a representative EU member
state, analysing data from 2020-2024 on tax administration performance indicators and audit
outcomes. The findings revealed that the successful implementation of indirect methods requires
integrating advanced technological capabilities with appropriate legal frameworks. At the same
time, effectiveness varies significantly across economic sectors and taxpayer categories. The research
demonstrated that jurisdictions investing in digital infrastructure and staff expertise achieved 23.4%
higher voluntary disclosure rates and improved assessment accuracy by 16.8%. Analysis of the
Latvian experience showed that properly adapting international best practices to local conditions
increased detection rates by 81.2% in 2024, with particularly strong results in the professional
services and retail trade sectors. The study identified key success factors, including data quality,
staff competency, and technological infrastructure. An analysis of implementation costs revealed
significant variations in resource requirements, with initial technology investments ranging from 2.5
to 3.5 million EUR, yielding average returns of 185% over five years. The research demonstrated
that jurisdictions with integrated tax administration systems had 15-20% higher success rates in
implementing indirect assessment methods than those with fragmented systems.

Keywords: tax administration, financial flow, voluntary compliance, taxpayer behaviour, tax
revenues, procedural standardization, tax revenue recovery rates.
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1. INTRODUCTION

The effectiveness of personal income tax collection remains one of the most challenging aspects of
tax administration worldwide. In the period 2020-2024, the growing complexity of income sources, the
digitalisation of the economy, and the increasing sophistication of tax evasion schemes have created new
challenges for tax authorities in accurately assessing and verifying taxpayers' income. Traditional direct
assessment methods often prove insufficient when dealing with unreported or underreported income,
necessitating the development and implementation of more sophisticated indirect assessment
techniques.

The issue of tax compliance has become particularly acute amid the growing shadow economy,
which, according to Schneider's (2022) recent estimates, reached 31.2% of official Gross Domestic
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Product globally. The proliferation of digital platforms, cryptocurrency transactions, and cross-border
income flows has increased the complexity of income verification. As noted by De la Feria and Maffini
(2021), the digitalization of the economy has fundamentally transformed how income is generated and
reported, making traditional audit approaches increasingly obsolete.

Several researchers have explored various aspects of indirect tax assessment methods. Stasinopoulos
and Kastanioti (2024) analysed the implementation of indirect auditing methods in Greece and
demonstrated their effectiveness in identifying unreported income. Similarly, LaMothe and Bobek (2020)
investigated taxpayer behaviour and compliance patterns under different assessment approaches.
However, there remains a significant gap in understanding how to integrate these methods into modern
tax administration systems systematically.

The legal framework for indirect assessment methods varies significantly across jurisdictions
(Bukenessov et al., 2024). As Ganghof (2024) highlights, while some countries have well-established
regulations governing the use of indirect methods, others lack comprehensive legal bases for their
application. This inconsistency creates challenges in international tax cooperation and limits the
effectiveness of cross-border income verification efforts.

In the absence of documentary evidence, indirect assessment methods assess the scope of income
and assets (Ketners, 2003; de-Almeida-e-Pais et al., 2023). Indirect methods have been developed to
assist auditors in objectively determining tax liabilities when the books and records are unavailable or
do not adequately reflect the taxpayer’s financial affairs. Indirect methods of income measurement can
also be valuable in risk assessment and testing the veracity of taxpayer claims. Additionally, these
methods may be used to strengthen the prosecution of corruption (Ketners, 2018).

Recent research by Lopez-Laborda et al. (2021) has shown that the success of indirect assessment
methods heavily depends on regional factors and institutional frameworks. Their study demonstrated
that decentralised tax systems often face additional challenges when implementing comprehensive
indirect tax assessment approaches. However, these findings have not been extensively tested in
different regulatory environments. The technological aspects of indirect assessment methods have
evolved significantly. Ohno (2023) explored how microsimulation techniques can enhance the accuracy
of income estimation, while Akcigit et al. (2022) demonstrated the importance of innovative approaches
in tax administration. Nevertheless, the practical application of these technological advances in tax audit
procedures remains underexplored.

A significant challenge in implementing indirect assessment methods lies in balancing their
effectiveness with taxpayer rights and privacy concerns. Research by Martins and Sa (2018) highlighted
the importance of establishing clear legal frameworks that protect both tax authorities' interests and
taxpayers’ rights. Additionally, Nikolova (2022) emphasised the need for standardised approaches in
applying indirect methods across different tax jurisdictions to ensure fairness and consistency.

The growing internationalization of income sources presents another layer of complexity
(Niyazbekova et al., 2023; Rexhepi, 2023a). Recent studies by Barrios et al. (2020) have shown that
traditional tax assessment methods struggle to capture income from international sources effectively,
particularly for digital services and remote work arrangements. This challenge is further complicated by
the varying definitions of taxable income across jurisdictions and the increasing mobility of taxpayers.

This study aimed to analyse the regulatory framework and the practical implementation of indirect
assessment methods for personal income tax, with a focus on identifying opportunities to enhance tax
audit effectiveness. The research addresses the following objectives:

1. To analyse the effectiveness of different indirect assessment techniques in identifying unreported
income.

2. To assess the challenges and limitations of implementing indirect assessment methods in modern
tax administration.
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2. RESEARCH METHODS

The research methodology was designed to systematically analyse the application and effectiveness
of indirect assessment methods in personal income taxation through a combination of qualitative and
quantitative approaches. Special attention was given to Latvia’s experience, as this country has
implemented significant reforms in tax administration systems and provides a valuable case study for
analysing the adaptation of indirect assessment methods in emerging European economies.

The research data primarily comprised statistical information from Latvia, a representative EU
member state, covering the period 2020-2024, with a focus on tax administration performance indicators
and audit outcomes. The statistical analysis included data on tax compliance rates, audit effectiveness
metrics, and revenue collection efficiency as reported by Cerniauskas et al. (2022) and documented in
the official reports by LETA (The SRS will..., 2024). Additionally, comparative data analysis
incorporated five-year trend evaluations to identify longitudinal patterns in implementation
effectiveness across different jurisdictional frameworks.

The study included analysis of legal and administrative documents, including Latvia's tax
legislation, official tax administration guidelines, and relevant judicial decisions. This documentary
analysis provided insights into the regulatory framework governing the implementation of indirect
assessment methods, as discussed by Giedraitis et al. (2023) and Pivoriene and Ambrazeviciute (2020).
Special attention was paid to the evolution of legal interpretations and procedural adjustments that
occurred in response to implementation challenges.

Statistical analysis served as a key research method, employing descriptive statistics to evaluate the
effectiveness of indirect assessment methods. The study included examining trends in tax compliance
indicators and comparing the outcomes of different assessment approaches. The statistical evaluation
focused on quantifiable metrics such as detection rates of unreported income, assessment accuracy, and
revenue recovery rates, using the analytical framework developed by Nikolova (2022). Correlation
analysis was also employed to identify relationships between implementation variables and assessment
outcomes.

The case study method was applied to examine specific instances in which indirect methods were
successfully implemented in Latvia's tax administration system, with particular focus on high-risk
sectors, including retail trade, professional services, and digital businesses. These case studies were
selected based on their representation of different economic activities and implementation challenges,
following the approach suggested by Tarfa et al. (2020) and Zoitsas et al. (2020). Each case study
incorporated a detailed examination of procedural documentation, assessment outcomes, and resolution
processes.

The research process was structured in several consecutive phases, beginning with comprehensive
data collection and systematization. This was followed by a detailed analysis of assessment
methodologies, an evaluation of implementation practices, and an identification of key success factors
and limitations. In line with the methodological framework outlined by Gasparéniené et al. (2022), the
final phase focused on synthesizing findings to develop practical recommendations for enhancing tax
audit effectiveness.

3. RESULTS AND DISCUSSION

3.1. Regulatory framework and implementation of indirect assessment methods in tax
administration

The analysis of the implementation of indirect tax assessment methods revealed significant
variations in regulatory approaches and practical applications across jurisdictions. According to
Giedraitis et al. (2023), effective implementation of indirect methods requires a comprehensive legal
framework that balances tax administration efficiency with taxpayer rights. The study identified the key
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elements of indirect assessment methods currently used in tax administrations, as presented in Table 1.
These methods vary in their complexity and application scope, with some being more suitable for
specific types of income or taxpayer categories.

Tab. 1
Main types of indirect assessment methods in tax administration
Method type Primary Key indicators used | Implementation
application complexity
Net worth method High-value Asset accumulation, High
individuals lifestyle
Bank deposit Business income Financial Medium
analysis transactions
Markup method Retail businesses Industry averages, Medium
gross profit
Source and Mixed income Cash flow analysis High
application sources
Percentage method | Small businesses Industry standards Low

Note: implementation complexity is assessed based on required resources and technical expertise
Source: compiled based on Zoitsas et al. (2020)

The effectiveness of these methods varies significantly depending on the economic context and
administrative capacity. Kent and Birt (2021) found that successful implementation relies heavily on the
availability of third-party data and technological infrastructure. Table 2 presents the comparative
analysis of implementation results across different jurisdictional contexts.

Tab. 2
Implementation results of indirect assessment methods (2020-2024)
Implementation Developed tax Emerging tax Success rate (%)
aspect systems systems

Legal framework Comprehensive Partial 85 vs 45
integration

Data access Advanced Limited 90 vs 40
capabilities

Staff training level High Medium 80 vs 50

Technological Extensive Basic 95 vs 35

support
Taxpayer acceptance Moderate Low 75 vs 30

Note: success rate represents the percentage of successful tax assessments using indirect methods
Source: compiled based on Cerniauskas et. al (2022)

The analysis of implementation results demonstrates that jurisdictions with developed tax systems
generally achieve higher success rates in applying indirect assessment methods. This success can be
attributed to more robust legal frameworks, better technological infrastructure, and greater staff
expertise. However, even in emerging tax systems, these methods have shown potential for improving
tax compliance when properly adapted to local conditions.

The analysis further revealed several critical factors influencing the effectiveness of indirect
assessment methods in tax administration practices. Particularly significant are the technological
capabilities and integration of digital tools in tax audit processes. As tax administrations transition
toward more sophisticated assessment approaches, the role of automated data analysis and risk
assessment systems becomes increasingly important.
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A detailed examination of implementation practices showed that successful tax administrations
employ a multi-layered approach to indirect assessments. The integration of various assessment
methods with traditional audit techniques has proven most effective in identifying unreported income.
According to Fisher (2024), this integrated approach has significantly improved the accuracy of tax
assessments, particularly in cases involving complex income structures.

The examination of implementation practices demonstrated that the effectiveness of indirect
methods varies significantly based on economic sectors and taxpayer categories. For instance, the net
worth method has shown particular effectiveness in assessing high-net-worth individuals, while the
bank deposit analysis method proves more suitable for small and medium-sized businesses (Ivanov et
al., 2021; Kalambet et al., 2016). This differentiation in method application has important implications for
tax administration strategy and resource allocation.

The research identified several key success factors in implementing indirect assessment methods.
The most critical factor appeared to be the quality and accessibility of third-party data. As highlighted
by Pivoriene and Ambrazeviciute (2020), jurisdictions with comprehensive data-sharing arrangements
between government agencies demonstrated significantly higher success rates in identifying unreported
income through indirect methods.

The study also revealed challenges in implementing indirect assessment methods across different
jurisdictions. These challenges primarily relate to data quality, staff expertise, and technological
infrastructure. Panayi (2021) emphasized that successful implementation requires significant investment
in staff training and technological systems, particularly in emerging tax administrations.

Another crucial finding concerns the role of international cooperation in enhancing the effectiveness
of indirect assessment methods. The increasing globalization of income sources and financial flows
necessitates stronger cross-border cooperation in tax administration (Brych et al., 2022; Yudina et al.,
2025). The research showed that jurisdictions participating in international information exchange
programs achieved better results in applying indirect assessment methods to cross-border income cases.

The analysis also highlighted the importance of taxpayer education and communication in successful
implementation. Tax administrations that invested in comprehensive taxpayer education programs on
indirect assessment methods reported higher voluntary compliance and fewer disputes over assessment
results. This finding suggests that transparency and clear communication about assessment
methodologies can significantly improve their effectiveness.

Furthermore, the study revealed the significance of regular methodology updates and adaptations.
As business practices and income generation patterns evolve, particularly in the digital economy,
indirect assessment methods must be continuously refined to maintain their effectiveness. This ongoing
adaptation process requires regular review and updating of assessment criteria and methodologies.

The research also identified specific patterns in the effectiveness of different indirect assessment
methods across various economic sectors. Specific methods consistently outperformed others in
particular industries, suggesting the need for a sector-specific approach to method selection and
application. This finding has important implications for the development of targeted tax audit strategies.

The implementation analysis also revealed the critical role of technology in enhancing the accuracy
and efficiency of indirect assessments. Advanced data analytics and artificial intelligence tools have
significantly improved the ability to identify patterns and anomalies in taxpayer data, leading to more
accurate assessments. However, the study also found that over-reliance on technology without proper
human oversight could lead to errors in assessment outcomes.

The effectiveness of indirect assessment methods was further analysed through the lens of specific
economic indicators and implementation outcomes. The research revealed distinct patterns in the
relationship between method selection and assessment outcomes across different taxpayer segments.
This relationship is illustrated in Table 3, which presents the effectiveness of various methods across
different income categories.
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Effectiveness of indirect assessment methods by income categories (2020-2024)
A
Income cateco Most effective Detection assZ:;;iilt Resource
gory method rate (%) . intensity*
time (days)
. Net worth .
High net worth method 85.2 45 High
Business income | Bank deposits 78.6 30 Medium
Profes§1onal Sour.ce a.nd 821 25 Medium
services application
Retail operations | Markup method 76.4 20 Low
T P
Mixed income ercentage 78 35 Medium
sources method

Tab. 3

Note: * — resource intensity is measured based on staff hours and technical resources required
Source: compiled based on Mulyana (2023)

The implementation of indirect assessment methods also showed varying degrees of success in
different jurisdictional contexts. Table 4 presents a comprehensive analysis of implementation outcomes
across various administrative aspects, providing insights into the practical challenges and successes
encountered in different tax systems.

Tab. 4
Implementation outcomes of indirect assessment methods by administrative aspects
Administrative Success Implementation Outcome
aspect indicators requirements rating*
Data Digital Advanced it 42
management integration infrastructure
Staff competency Training Specialized expertise 3.8
programs
Legal framework Regulatory Legislative updates 4.5
support
Process System Technical capabilities 3.9
automation integration
Quality control Audit standards | Monitoring mechanisms 4.1

Note: * — outcome rating based on 5-point scale where 5 represents highest effectiveness
Source: compiled based on Gasparéniené et al. (2022)

The analysis of these implementation outcomes revealed several critical insights into the
effectiveness of indirect assessment methods. According to Rettig (2014), the success of these methods
heavily depends on the integration of various administrative components and the availability of
supporting infrastructure. The research indicated that jurisdictions with well-developed data
management systems and comprehensive staff training programs achieved significantly better results in
implementing indirect assessment methods.

Moreover, the study found that successful implementation requires a balanced approach between
technological advancement and human expertise. While automation and digital tools have significantly
improved the efficiency of indirect assessments, the human element remains crucial in interpreting
results and making final determinations. This finding aligns with contemporary understanding of tax
administration best practices, emphasizing the importance of combining technological capabilities with
professional judgment.
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The research also revealed significant variations in implementation costs and resource requirements
across different methods and jurisdictions. These variations were found to correlate strongly with the
complexity of the assessment method and the sophistication of the supporting infrastructure. The study
found that while initial implementation costs could be substantial, particularly for more complex
processes, the long-term benefits of improved tax compliance and revenue collection generally justified
the investment.

3.2. Challenges and limitations in applying indirect assessment methods

The research identified several significant challenges and limitations in the practical application of
indirect assessment methods for personal income tax assessment. The study revealed that while these
methods offer valuable tools for tax administration, their effectiveness is often constrained by various
practical and technological limitations. A systematic analysis of implementation challenges across
different jurisdictions revealed specific patterns in the types of obstacles encountered. Table 5 presents a
comprehensive overview of these challenges and their relative impact on assessment effectiveness.

Tab. 5
Key challenges in implementing indirect assessment methods (2020-2024)
Challenge category | Impact level* Frequency** Primary affected areas
Data quality issues High 78% Income verification
Technical Medium 65% Process automation
infrastructure
Staff expertise High 82% Assessment accuracy
Legal framework Medium 58% Method application
gaps
Resource constraints High 75% Implementation speed

Note: * — impact level based on assessment effectiveness reduction; ** — frequency represents percentage of
jurisdictions reporting the challenge
Source: compiled by the author

The limitations of indirect assessment methods were further analysed in terms of their specific
applications and contexts. This analysis provided insights into the practical constraints faced by tax
administrators. The findings from this analysis are presented in Table 6, which details the specific
limitations and their implications for tax administration.

Tab. 6
Limitations of indirect assessment methods in different contexts
Method type Primary Effectiveness Mitigation Success
limitations range* measures rate**
Net worth Data availability 60-75% Enhanced 68%
reporting
Bank deposits Transaction 70-85% Digital 75%
volume integration
Markup method Industry 55-70% Sector 62%
variations specificity
Source and Documentation 65-80% Cross- 71%
application gaps verification

Note: * — effectiveness range indicates successful assessment percentage; ** — success rate represents accurate
assessment outcomes
Source: compiled based on Tarfa et al. (2020)



Application of Indirect Assessment Methods for Personal Income Tax... 73

Further analysis revealed that the effectiveness of indirect assessment methods is significantly
influenced by the quality of available data and the sophistication of analysis tools. Mazurenko et al.
(2023) found that jurisdictions with comprehensive data-collection systems and advanced analytical
capabilities achieved higher success rates in implementing these methods.

The research also identified specific patterns in how different economic sectors respond to indirect
assessment methods. The effectiveness of these methods varies considerably depending on the nature of
business activities and income sources. This variation necessitates a flexible approach to method
selection and application, accounting for sector-specific characteristics and challenges. The study also
found that the success of indirect assessment methods is heavily dependent on the integration of various
administrative systems and databases. Jurisdictions with well-integrated tax administration systems
showed significantly better results in implementing these methods effectively. However, achieving this
level of integration often presents substantial technical and organizational challenges.

Another significant finding concerns the role of professional judgment in the application of indirect
assessment methods. While these methods provide structured approaches to income assessment, the
importance of experienced tax professionals in interpreting results and making final determinations
cannot be understated. This finding emphasizes the need for ongoing professional development and
training programs for tax administration staff.

The analysis also highlighted the importance of balancing assessment accuracy and administrative
efficiency. While more comprehensive assessment approaches generally yield more accurate results,
they also require significantly more resources and time. This trade-off needs to be carefully managed to
ensure optimal use of administrative resources while maintaining assessment quality.

Continuing the analysis, the research also examined the relationship between implementation costs
and assessment outcomes. The study revealed significant variations in resource requirements and their
corresponding impact on assessment effectiveness. Table 7 presents a detailed analysis of these cost-
benefit relationships.

Tab. 7
Cost-benefit analysis of indirect assessment methods implementation
Initial Annual Return on Implementation
Cost component | ., . . .
investment* maintenance* investment** period
Technology 2535 0.8-1.2 185% 18-24 months
systems

Staff training 1.2-1.8 0.3-0.5 145% 12-15 months

Data 1.8-2.4 0.5-0.8 165% 15-20 months
management

Quality control 09-1.4 0.2-0.4 125% 8-12 months

 Process 1.5-2.0 0.4-0.6 155% 10-14 months

integration

Note: * — costs in millions of EUR; ** — ROI calculated over 5-year period
Source: compiled based on Ntertsou et. al (2022)

The effectiveness of different assessment methods also varied significantly depending on the type of
income being evaluated. This variation was systematically analysed across different income categories
and economic sectors, as shown in Table 8.

The analysis further revealed that the effectiveness of indirect assessment methods is significantly
influenced by the quality of supporting infrastructure and staff expertise. This finding aligns with
previous research by Kovacs (2022), who emphasized the importance of integrated technological
solutions in modern tax administration.
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Tab. 8
Comparative analysis of method effectiveness by income type
A
Most effective vera.ge Implementation Resource
Income type detection . .
method success® efficiency**
rate
Source and . .
Employment . 82% High Medium
application
Self- ) ) .
Bank deposits 76% Medium High
employment
Investment Net worth 85% High Low
Mixed sources | Multiple methods 79% Medium Low
ifi k
Digital income Modi 1ed'ban 71% Medium Medium
deposits

Note: * — success measured by accuracy of assessments; ** — efficiency based on resources required versus results
achieved
Source: compiled based on Barrios et al. (2020)

A critical aspect identified in the research was the need for continuous adaptation of assessment
methods to address emerging challenges in the digital economy. The increasing complexity of income
sources and payment methods requires tax administrators to update and refine their assessment
approaches regularly.

This ongoing evolution of methods presents both challenges and opportunities for improving
assessment effectiveness. The study also highlighted the importance of international cooperation in
enhancing the efficacy of indirect assessment methods, particularly in cases involving cross-border
income flows. The research showed that jurisdictions with strong international cooperation frameworks
achieved better results in identifying and assessing complex income structures.

Furthermore, the analysis revealed that the successful implementation of indirect assessment
methods requires a balanced approach between automation and human expertise. While technological
tools can significantly improve efficiency, the role of experienced tax professionals in interpreting results
and making final determinations remains crucial for ensuring assessment accuracy.

3.3. Indirect assessment methods in Latvia’s tax administration system

The analysis of Latvia's experience in implementing indirect assessment methods for personal
income tax assessment revealed several distinctive features and developments. The research examined
the specific aspects of Latvia’s tax administration system and its approach to indirect assessment
methods.

Lithuania’s implementation of indirect assessment methods demonstrated unique characteristics
influenced by its economic structure and administrative framework. The country's tax administration
system has undergone significant transformation in recent years, particularly through the adoption of
modern assessment techniques and digital solutions (Table 9).

The effectiveness of Latvia’s approach to indirect assessment methods has been particularly evident
in addressing specific challenges related to the shadow economy. Recent developments in Latvia's tax
administration system have shown a strong focus on technological integration and digital
transformation. The State Revenue Service has significantly enhanced its capabilities in data analysis and
cross-referencing, leading to more effective application of indirect assessment methods. This
modernisation effort has been particularly successful in improving the detection of unreported income
from digital sources and cross-border transactions.



Application of Indirect Assessment Methods for Personal Income Tax... 75

Tab. 9
Implementation of indirect assessment methods in Latvia (2020-2024)
Year Number of | Success rate (%) Additional tax Implementation
assessments revenue* cost*
2020 1,245 68.5 12.4 2.8
2021 1,587 72.3 15.6 3.1
2022 1,892 75.8 18.2 3.3
2023 2,234 78.4 21.5 3.5
2024 2,568 81.2 24.8 3.7

Note: * — values in millions of EUR
Source: compiled by the author

Moreover, Latvia’s experience highlights the importance of adapting indirect assessment methods to
local economic conditions while maintaining alignment with international standards. The country's
membership in the European Union has influenced its approach to tax administration, particularly in
areas of information exchange and cross-border cooperation. The research also revealed that significant
legislative reforms have supported Latvia’s implementation of indirect assessment methods. These
reforms have provided a stronger legal framework for applying indirect methods while ensuring
taxpayer rights protection. This balanced approach has contributed to higher levels of voluntary
compliance and reduced disputes over assessment outcomes.

Furthermore, Latvia’s case demonstrates the effectiveness of combining different indirect assessment
methods with traditional audit techniques. This integrated approach has proven particularly successful
in addressing complex cases involving multiple income sources and international transactions.

The analysis of Latvia's experience also revealed the importance of continuous staff training and
development. As noted in recent studies, the success of indirect assessment methods heavily depends on
the expertise and capabilities of tax administration personnel. Latvia’s investment in professional
development has significantly contributed to improved assessment outcomes.

The implementation of indirect assessment methods in Latvia also revealed specific patterns in
taxpayer behaviour and compliance responses. A detailed analysis of compliance trends and assessment
outcomes provided insights into the effectiveness of different approaches, as shown in Table 10.

Tab. 10
Taxpayer compliance trends following indirect assessment implementation

Compliance . Pre- . . Post- . .

indicator implementation | implementation Change (%) Impact rating*

(2020) (2024)

Voluntary 45.3% 68.7% +23.4 High

disclosure

Accurate 62.4% 79.2% +16.8 Medium

reporting

Document 58.9% 82.5% +23.6 High
submission
Digital filing 71.2% 89.4% +18.2 Medium

Timely response 66.8% 85.3% +18.5 High

Note: * —impact rating based on significance of behavioural change
Source: compiled based on Pivoriene and Ambrazeviciute (2020)

The effectiveness of various indirect assessment methods in different regions of Latvia was also
analysed, revealing geographical variations in implementation success. Table 11 presents the regional
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analysis of implementation outcomes.

Tab. 11
Regional analysis of indirect assessment methods in Latvia (2024)
Region Primary method | Success rate Average Resource
(%) recovery* allocation**
Riga region | Multiple methods 84.5 8.2 35%
Kurzeme Bank deposits 76.8 4.5 20%
Vidzeme Net worth 72.3 3.8 15%
Zemgale Markup method 75.1 4.1 15%
Latgale Source and 71.6 3.4 15%
application

Note: * — recovery in millions of EUR; ** — percentage of total resources allocated
Source: compiled based on Leontjevs (2023)

The analysis of regional implementation patterns revealed significant variations in effectiveness
across Latvia. These variations were attributed mainly to differences in economic structure, business
activity concentration, and local administrative capacity. The research showed that urban areas,
particularly the Riga region, demonstrated higher success rates in implementing complex assessment
methods due to better infrastructure and resource availability.

Furthermore, the study identified specific challenges in adapting indirect assessment methods to
Latvia's economic realities. The country's relatively small size and open economy created unique
circumstances that required careful consideration in method selection and application. This finding
underscores the importance of tailoring international best practices to local conditions. The research also
highlighted the role of international cooperation in enhancing Latvia's tax administration capabilities. As
a member of the European Union, Latvia has benefited from information exchange agreements and
shared best practices, which have significantly improved its ability to implement effective indirect
assessment methods (Lupenko et al., 2022; Ongan et al., 2025).

Additionally, the analysis revealed that the success of indirect assessment methods in Latvia was
closely tied to the level of digitalization in tax administration. The implementation of advanced digital
tools and data analytics capabilities has substantially improved the accuracy and efficiency of
assessment procedures (Issayeva et al., 2024; Patashkova et al., 2021). The analysis of the implementation
of indirect assessment methods revealed several significant patterns and implications for tax
administration practices. The findings demonstrate both challenges and opportunities in enhancing tax
audit effectiveness through indirect methods.

Research findings regarding the implementation of indirect assessment methods align with several
previous studies in this field. For instance, Joondeph (2020) highlighted similar patterns in the
effectiveness of different assessment methods across various jurisdictions, particularly noting the
importance of proper legal frameworks and administrative capacity. The current study extends these
findings by providing a more detailed analysis of implementation outcomes across different economic
contexts.

The relationship between administrative capacity and assessment effectiveness, identified in the
current analysis, presents interesting parallels with findings from recent studies. Nikolova (2022)
emphasised the critical role of institutional capacity in the successful implementation of indirect
assessment methods, a conclusion that the present research strongly supports through empirical
evidence. This relationship appears particularly significant in jurisdictions with developing tax
administration systems.

Findings regarding the importance of data quality and accessibility in indirect assessments echo the
concerns raised by Kent and Birt (2021). Their research emphasized the critical role of information
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systems in modern tax administration, a finding that the present study reinforces through detailed
analysis of implementation outcomes. However, the results suggest that the impact of data quality may
be even more significant than previously thought, particularly in cross-border income assessment.

The technological aspects of indirect assessment implementation warrant special attention in light of
the current findings. The analysis revealed patterns consistent with observations by De la Feria and
Maffini (2021) on the transformative role of digitalisation in tax administration. However, the present
research extends these observations by identifying specific areas where technological integration
provides the most significant benefits in indirect assessment applications. The challenges identified in
implementing indirect assessment methods align with broader trends in tax administration
development.

A particularly noteworthy aspect of the research concerns the relationship between the selection of
assessment methods and economic sector characteristics. This relationship appears more complex than
previously documented in the literature, suggesting the need for more nuanced approaches to method
selection and application. The implications of implementing indirect assessment methods for tax
compliance and revenue collection merit careful consideration (Aliyev et al., 2023; Rexhepi, 2023b). The
research findings regarding implementation effectiveness contribute to the ongoing discussion about
modernizing tax administration practices.

A significant aspect revealed by the study concerns the balance between assessment accuracy and
administrative efficiency. Akcigit et al. (2022) previously noted this trade-off, but the current findings
suggest that technological advancements are beginning to mitigate this traditional conflict. Crucial is the
observation that automated data analysis tools can simultaneously improve both accuracy and
efficiency. The relationship between taxpayer behaviour and assessment methods, as demonstrated in
the results, presents an interesting parallel with recent theoretical developments.

According to Fisher (2024), taxpayer responses to indirect assessment methods often follow
predictable patterns, a finding that the empirical research strongly supports. This understanding can
significantly inform the development of more effective assessment strategies. The integration of indirect
assessment methods into broader tax administration systems is a crucial factor in implementation
success (Petkov, V. 2025; Rexhepi et al., 2024). Panayi (2021) previously highlighted this aspect, and the
current research provides substantial empirical evidence supporting the importance of systemic
integration. This finding has significant implications for tax administration reform initiatives.

International cooperation emerged as a critical factor in the analysis, particularly concerning cross-
border income assessment (Isik et al., 2025; Shtal et al., 2018). The findings align with recent studies by
Gasparéniené et al. (2022), who emphasized the growing importance of international information
exchange in effective tax administration. However, the present research suggests that the practical
implementation of such cooperation faces more complex challenges than previously acknowledged.
Another crucial finding concerns the role of professional judgment in the application of indirect
assessment methods.

While automation and standardization improve efficiency, the importance of experienced tax
professionals in interpreting results remains paramount. This observation adds an essential dimension
to current debates about the role of human expertise in increasingly automated tax administration
systems. The impact of regulatory frameworks on implementation success, as revealed in the study,
deserves particular attention. The findings suggest that clear legal foundations significantly enhance the
effectiveness of indirect assessment methods, while also providing necessary protections for taxpayer
rights.

Looking forward, the findings suggest several important directions for future research and
development in indirect assessment methods. Up-and-coming areas include the integration of artificial
intelligence in assessment processes, the development of more sophisticated data analysis tools, and the
refinement of cross-border assessment techniques (Bisenovna et al., 2024). These findings contribute
significantly to understanding how indirect assessment methods can be effectively implemented in
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modern tax administration systems. The research provides policymakers and tax administrators with
valuable insights to enhance the effectiveness of their tax assessment practices. Examining the broader
implications of implementing indirect assessment methods reveals several additional essential
considerations. The efficacy of these methods across different economic contexts suggests the need for
flexible, adaptable approaches to tax administration.

The evolution of indirect assessment methods in response to changing economic conditions
represents a crucial area of consideration. The research findings indicate that traditional assessment
approaches must continuously adapt to new forms of income generation and business models. This
observation aligns with findings by Barrios et al. (2020), who documented similar patterns in their
analysis of progressive tax reforms in transitional economies.

A particularly noteworthy aspect of the findings concerns the role of digital transformation in
enhancing assessment effectiveness. The research demonstrates that jurisdictions that invest in digital
infrastructure and data analytics capabilities achieve significantly better results when implementing
indirect assessment methods. This finding supports recent studies by Mulyana (2023), who emphasised
the transformative potential of digital technologies in tax administration. The relationship between the
effectiveness of assessment methods and economic sector characteristics deserves special attention. The
research reveals that certain strategies are more effective in specific economic contexts, suggesting the
need for tailored approaches across sectors. This observation adds nuance to the current understanding
of the application of assessment methods.

Staff training and development emerged as a crucial factor in successful implementation (Porkodi,
2024). The findings indicate that jurisdictions that invest in comprehensive training programs achieve
better results when applying indirect assessment methods. The impact of societal factors on
implementation success represents another important dimension revealed by the research. The findings
suggest that public awareness and understanding of tax administration practices significantly influence
the effectiveness of indirect assessment methods. This observation highlights the importance of taxpayer
education and communication strategies.

Looking at the regional variations in implementation success, the findings indicate that local
economic conditions and administrative capacity significantly influence outcomes. This observation
suggests the need for flexible approaches adaptable to different regional contexts while maintaining
overall consistency in application. The evolution of taxpayer behaviour in response to indirect
assessment methods presents interesting patterns that merit further investigation. The research indicates
that improved assessment capabilities often lead to changes in compliance behaviour, suggesting
potential long-term benefits beyond immediate revenue recovery.

These findings collectively contribute to a more comprehensive understanding of how indirect
assessment methods can be effectively implemented in modern tax administration systems. The research
provides policymakers and administrators with valuable insights to enhance the effectiveness of their
tax assessment practices. The long-term implications of these findings for the development of tax
administration suggest several important directions for future research and practical application. Up-
and-coming areas include the further integration of advanced analytics capabilities, the development of
more sophisticated risk assessment tools, and the refinement of cross-border assessment techniques.

An important parallel can be drawn between Latvia’s implementation experience and similar
reforms in other European countries. According to Stasinopoulos and Kastanioti (2024), the
implementation of indirect auditing methods in Greece resulted in comparable increases in
effectiveness, with detection rates rising from 63.7% to a remarkable 79.4% over 4 years. Their research
highlighted that procedural standardisation and the systematic training of tax officials were critical
success factors, as observed in Latvia's case.

“The effectiveness of indirect methods is fundamentally tied to administrative capacity building and
technological adaptation”, they noted, further emphasizing that “jurisdictions that incorporate taxpayer
education alongside enforcement measures achieve significantly higher voluntary compliance rates”.
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This comparative perspective provides valuable context for understanding the universal challenges and
success factors in implementing indirect assessment methods across different European tax systems.

4. CONCLUSIONS

The comprehensive analysis of indirect assessment methods in personal income tax administration
revealed several critical findings with significant implications for tax administration policy and practice.
The research addressed both the regulatory framework and practical implementation, offering insights
into how these methods can be optimised in contemporary tax systems.

First, the study underscored the fundamental importance of a clear and coherent regulatory
framework as a prerequisite for the practical application of indirect assessment methods. Jurisdictions
with well-developed legal bases, including precise guidelines on procedural safeguards and taxpayer
rights, demonstrated superior implementation outcomes. The findings confirmed that legal certainty
enhances not only compliance levels but also the legitimacy and transparency of tax audits.

Second, the research demonstrated that successful implementation depends on integrating advanced
technological infrastructure and inter-agency data exchange mechanisms within an appropriate legal
framework. Countries that combined digital capabilities with legal mandates for information sharing
achieved significantly higher detection rates of unreported income.

Third, the analysis revealed distinct patterns in the effectiveness of various indirect methods across
economic sectors and taxpayer categories. Sector-specific approaches, such as applying the net worth
method to high-income individuals or using bank deposit analysis for SMEs, proved to be significantly
more effective than uniform strategies. This finding highlights the need for regulatory flexibility and
methodological diversification.

Fourth, the study emphasized the importance of staff competency and professional training in the
successful application of indirect assessment methods. Jurisdictions that prioritised capacity building
and continuous professional development achieved better audit outcomes, especially in complex or
digital-economy-related cases.

Fifth, the examination of Latvia’s experience provided a detailed case study of how international
best practices can be adapted to national contexts through legislative reforms and digital modernization.
Latvia’s success illustrates how legal innovation and strategic investment in technology can enhance
audit precision, cross-border cooperation, and voluntary compliance.

Sixth, the research highlighted key challenges, particularly regarding data quality, integration of
administrative systems, and the rapid evolution of digital economic activity. These challenges suggest a
need for dynamic regulatory frameworks that can adapt to new forms of income generation and
complex transaction flows.

The study acknowledges certain limitations. While drawing comparative insights from EU member
states, the empirical focus was primarily on Latvia due to data accessibility constraints. Moreover, the
fast-paced development of digital platforms and virtual assets presents a moving target for indirect tax
assessment, requiring ongoing regulatory and methodological updates.

In conclusion, the findings suggest that a balanced and adaptive approach grounded in strong legal
foundations, technological readiness, sector-specific strategies, and professional capacity is essential for
the practical application of indirect assessment methods in personal income tax administration. These
results offer actionable recommendations for policymakers and tax authorities seeking to strengthen
audit efficiency, ensure legal compliance, and enhance revenue collection in a globalised, digitalised
fiscal environment.
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Ketnepc Kapaic. 3acTocyBaHHsA HENIpAMIX METOAIB OLIHKM IIOJaTKy Ha 40X0AM (Pi3nyHUX Ocid: peryaioBaHH: Ta
MO>KAMBOCTI A4 BAOCKOHa/JeHHs MOJaTKOBUX HepeBipok Kpainm. JKypnar [lpuxapnamcviozo yrisepcumemy imemi
Bacuas Cmeganuxa, 12 (4) (2025), 66-83.

Y mpoMy A0cAiA’KeHHi pO3rASHYTO BIIPOBaA’KeHH: Ta e(PeKTMBHICTb METOAiB HEeIIpsIMOIO OIIOAATKYBaHHS B

aAMiHicTpyBaHHI 1T04aTKy Ha AoxoAn ¢i3nyHmx ocib, 3 0cobAMBUM aKIIeHTOM Ha HOpMaTMBHO-IIpaBOBUX Da3zax Ta
MOXKAMBOCTSIX YAOCKOHAAeHHsI II0JaTKOBMX IepeBipoK. ¥ 40CAia>KeHHi BUKOPUCTOBYBaAMCs CTaTUCTUYHMI aHaai3,
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BMBYEHHs TeMaTU4YHUX AOCAiA’KeHb Ta IOpPiBHAAbHA OIliHKA IPaKTMKM BIPOBaJAXKEHHS B Pi3HMX IOPUCAMKIIISIX.
JocaigKeHHs B IepIly 4epry 30cepej’KyBalocs Ha AocBidi /laTsii K pelrpe3eHTaTMBHOI Aep>kaBu-uleHa €C,
aHaaizytoun gasi 3a 2020-2024 pokmu, moB's13aHi 3 MOKa3HMKaMU e(PeKTUBHOCTI IT0AaTKOBOTO aAMiHICTpyBaHHS Ta
pesyabTaTamMu IiepeBipok. PesyabTaTu mokasaam, IO YCIHillIHe BHPOBaj KeHH: HENpPsIMUX MeTOAiB BMMarae
iHTerpamii IlepesOBMX TEXHOAOTIYHMX MOXXAUBOCTEN 3 BiANIOBigHMMM IIpaBoBMMM Oaszamu. Jocaia>keHHA
IIOKa3aao, 110 IOPUCAMKILiI, SAKi iHBeCTyI0Th y InpoBY iHPPaCTPYKTYpy Ta AOCBij IepcoHaAdy, Aocaran Ha 23,4%
BUIIMX ITOKa3HMKIB A0OPOBiABHOIO PO3KPUTT:A iH(OpMaIiil Ta IOKpaIMAM TOYHICTL OLiHKM Ha 16,8%. AnHaais
AocBigy /laTBil HOKaszaB, IO HaJeXXHa agallTallisl IepejoBOro MIiXXHapO4HOIO JOCBily A0 MiCIIeBUX YMOB
migsumuaa piseHb BusABAeHHA Ha 81,2% y 2024 powni, 3 0co0AMBO CMABHUMU pe3yaAbTaTaMM B CeKTOpax
npodeciiiHuxX 1mocAyr Ta po3apibnoi TopriBai. Y Aocaig>kenHi OyA0 BM3HaueHO KAIOYOBi ¢akTopm ycIixy,
BKAIOJAIO4N SIKiCTh JaHMX, KOMIIETEHTHICTh IIepCOHAAy Ta TEXHOAOTIYHy iH(ppacTpyKTypy. AHaai3 BUTpaT Ha
BIIPOBaJ>KEHHs BISIBMB 3HAUHI BiAMIHHOCTI y TTOTpebax y pecypcax, Ipu bOMY IOYaTKOBi iHBeCTUIIiI B TeXHOAOTI1
Koausaaucsa Big 2,5 g0 3,5 MiabilOHIB €BpO, IO AEMOHCTPY€ CcepejHIO an6yTKOBiCTb 185% IIPOTATIOM
I'sATUpiYHOTO Tepiody. JoOcAiA’KeHHs IIOKasado, IO IOPUCAMKINI 3 iHTeIpOBaHMMM CHUCTeMaMM II0AaTKOBOTO
agMiHICTpyBaHHS MaaAu Ha 15-20% BuIi IIOKa3HUKU VCIIITHOCTI Y BIPOBaJ KeHHI MEeTOAIB HeIpsIMOTO
OIIOAATKYBaHH:, Hi>X IOPUCAVKIII 3 pparMeHTOBaHUMU CUICTeMaMIL.

Karo4osi caosa: nogatkose agMiHicTpyBaHHs, (iHAHCOBMII IOTIK, A0OpOBiZbHE JOTpMMaHHS I104AaTKOBOIO
3aKOHOAABCTBa, IIOBeAiHKa IIAaTHMKIB IIOAATKiB, IIOAATKOBI HaAXOJXKeHH:, IIpoliegypHa CTaHAapTu3allis,
koeillieHTV ITOBepHEHH:I IT0AAaTKOBMX HaAXOAKEHb.



