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Abstrak. To optimize state revenue, the Indonesian government continues to implement tax
extensification and intensification programs. Under Law Number 7 of 2021 (Harmonization of Tax
Regulations Law or UU HPP), educational services are reclassified as Value-Added Tax (VAT) objects with
exemption facilities, requiring universities and other educational service providers to register as Taxable
Firms (PKP). This regulatory change obliges them to administer VAT invoices without the right to credit
input tax, which was not the case under the previous regulation where educational services were
categorized as non-VAT objects. As a result, this policy significantly increases the compliance cost for
educational institutions. The objective of this study is to examine the rise in compliance costs—
specifically direct monetary costs, time costs, and psychological burdens—experienced by educational
service providers due to the VAT regulation changes. This research adopts a qualitative approach
through literature review and comparative analysis with international best practices in other countries
that apply VAT to education. The findings reveal that although the VAT exemption facility aims to
maintain accessibility, the administrative burden placed on educational institutions has increased,
particularly in relation to invoice issuance, system adjustments, and internal training. These factors
contribute to higher operational costs and stress levels among administrative personnel. The study
highlights the need for clearer technical guidelines and support systems to reduce compliance burden.
It also provides insights for policymakers in balancing fiscal objectives with the operational realities of
the education sector.
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INTRODUCTION

On October 29, 2021, the government officially stipulated Law Number 7 of 2021
concerning the Harmonization of Tax Regulations (HPP Law). In article 1 of the HPP Law, it is
explained that the Law aims to increase sustainable economic growth and support the
acceleration of economic recovery. Tax reform in the HPP Law includes changes related to
Income Tax (PPh), tax amnesty volume Il (two) or the Voluntary Disclosure Program, the
implementation of carbon tax, the change of the Taxpayer Identification Number (NPWP) to
the Population Identification Number (NIK) and Value Added Tax (VAT).

In the VAT cluster, there has been a change in the tariff in accordance with the provisions
of article 7 paragraph (1) of Law Number 8 of 1983 (VAT Law 1983) as amended several times
and finally with (s.t.d.t.d) the HPP Law (VAT Law 2021) from 10% (ten percent) to 11% (eleven
percent) which takes effect from April 1, 2022. In Article 7 paragraph (1) (VAT Law 2021), letter
b is also added, namely a VAT rate of 12% (twelve percent) which will take effect no later than
January 1, 2025. In addition, changes have also occurred to article 4A paragraph (3) (VAT Law
2021) which abolishes several services from the types of services that are not subject to VAT.

Explained in the academic text of the Draft Law on the Fifth Amendment to Law Number
6 of 1983 concerning General Provisions and Tax Procedures (KUP Bill 2021), the elimination
of several types of services from non-VAT objects is based on the low tax ratio, especially VAT
in Indonesia. The scope of goods and services that are not subject to VAT and too many VAT
facilities disrupt the tax system in Indonesia (IMF, 2020). it is shown that tax expenditure on
VAT exemptions and facilities has always increased by an average of 8% (eight percent) per
year from 2019 to 2022 and takes an average of 58% (fifty-eight percent) of all tax
expenditures. Tax expenditure is a reduction in tax obligations due to provisions that deviate
from the general provisions of taxation to achieve certain goals so that it has an impact on
reducing state revenue from taxes (OECD, 2010).

Educational services are one type of service that is abolished in the provisions of Article
4A paragraph (3) (VAT Law 2021). As explained in (KUP Bill 2021) based on tax expenditure
data in 2019, the potential for VAT revenue in the education services sector reached Rp 10.47
trillion. The government's justification for the impact of educational services that are the object
of VAT is that subsidies provided by the government will replace the burden arising from the
imposition of VAT on educational services (KUP Bill 2021). The average tax expenditure for
education services from 2018 to 2022 reached a value of IDR 18.98 trillion as seen in Table 1.2.
The high value of tax expenditure is to encourage the progress of sectors that make a major
contribution to the economy (Tax Expenditure Report 2022, 2023).

Regarding the amendment to the 2021 VAT Law, educational services that are the object
of VAT have met the first requirements to be confirmed as Taxable Entrepreneurs (PKP) in
accordance with the provisions of Article 3A paragraph (1) of the VAT Law. The next
requirement is contained in Article 4 paragraph (1) of the Regulation of the Minister of Finance
Number 197/PMK.03/2013 concerning Amendments to the Regulation of the Minister of
Finance Number 68/PMK.03/2010 concerning the Limitation of Small Entrepreneurs of Value
Added Tax (PMK-197/2013). This provision regulates the threshold or limit of circulation or
gross receipts related to the submission of Taxable Goods and/or Taxable Services to be
confirmed as PKP. The provision states that the Entrepreneur must be confirmed as a PKP if
the gross turnover has exceeded IDR 4.8 billion. In accordance with the provisions of Article
13 paragraph (1) of the VAT Law, education service providers are required to make a Tax
Invoice. However, the input VAT cannot be credited because the Output VAT gets the facility
to be exempted according to the provisions of Article 16B of the 2021 VAT Law in conjunction
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with Government Regulation Number 49 of 2022 (PP-49/2022). The provision stipulates that
VAT is exempt and VAT or PPnBM on luxury goods is not collected on the import and/or
delivery of certain taxable goods.

In addition to the additional obligation for education service providers to collect, deposit
and report VAT on the delivery of educational services, the input VAT on the delivery of these
services also cannot be credited. This fact makes the cost of compliance for education service
providers increase and contradicts the principle of efficiency in tax collection. Compliance costs
are an indicator in the principle of efficiency which is one of The Four Maxims or the principle
that must be fulfilled in tax collection stated by Adam Smith in his book The Wealth of Nations
(1776). These principles are equality, certainty, convenience and efficiency.

Compliance costs include not only the costs incurred in fulfilling tax obligations (direct
money cost), but also time (time cost) and psychological costs (Sandford, 1989). Changes in
the provisions of education services to be subject to VAT will increase compliance costs for
education service providers. To find out the increase in compliance costs, it is necessary to
conduct an academic study by looking at each indicator, namely direct money cost, time cost
and psychological cost.

Changes in the tax system in Indonesia need to be adjusted to face the reality of current
conditions so that they must be aligned with changes that occur in social and economic
conditions (Putri & Najicha, 2021). Changes to a tax policy should also go in a better direction.
However, policy changes in the provisions of the 2021 VAT Law have caused problems with
the increasing cost of compliance with educational services, so it is necessary to evaluate in
the form of thesis research. The Education and Teachers Association and the Student Executive
Board consider that the policy of educational services as the object of VAT is considered as
one of the efforts to commercialize education and this policy will result in an increase in the
cost of education so that it will have a serious impact on the future of education in Indonesia
(Ramadhan & Galih, 2021).

Based on data from the Human Development Reports of the United Nations (UN, 2020),
in 2022 Indonesia will occupy the 112th position with the Human Development Index (HDI).
Meanwhile, Malaysia is ranked 63rd and Singapore is ranked 9th. HDI Rank is a measure used
to assess the progress of a country with assessment indicators in terms of health, education
and decent living standards (UN, 2020). This HDI Rank is used to emphasize the importance of
human role in the development of a nation and can also be used to evaluate and develop
appropriate policies (Mongan, 2019). Research from the Centre for Education Economics, an
education research organization from the United Kingdom, explained that in the 15 years since
2013 there has been no development in the quality of Indonesian education due to the
government's indifference to the world of education in Indonesia. This is illustrated by the
unchanged programs in the field of education (Research On Improving Systems Of Education,
2018).

Education is one way of human development in order to produce quality human resources.
Efforts are equated with a form of investment in the quality of human resources or
economically can be interpreted as a change in value in a person (D. R. Siregar et al., 2022).
Schultz (1961) is of the view that the understanding of education as investment contains
elements of economic growth and nation building. One of the characteristics of education
investment is that human capital resources are the result of education that is inherent in the
individual and cannot be traded (Schultz, 1961).

To spur economic growth and improve the welfare of a country, the development of the
quality of human resources should be prioritized over physical development (K. M. Siregar &
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Budiarto, 2022). Becker (1994) stated that investment in the education sector is able to provide
greater benefits compared to investment in other fields because the benefits of education
investment obtained by individuals and society can be in the form of material and non-
material. The form of material referred to by Becker (1994) is that non-material income and
benefits can be in the form of productive behavior, healthy behavior, culture, and participation
as a citizen.

Based on Law Number 20 of 2003 concerning the National Education System (SISDIKNAS
Law), education is a process that is carried out consciously to actively develop the potential of
spiritual strength, personality, intelligence and noble morals needed by society and the state.
By referring to the provisions of Article 1 (SISDIKNAS Law), an education unit is an educational
service group that provides education on formal, non-formal and informal channels at each
level and type of education. The focus of this study is formal education services at the
university level. In Article 19 (SISDIKNAS Law), higher education is described as a level of
education after secondary education which includes diploma, bachelor's, master's, specialist
and doctoral programs.

Good quality education will produce quality human resources. In the 1945 Constitution
(Constitution 45), education is one of the ten fundamental rights inherent in human beings. In
Article 28C paragraph (1) (Constitution 45) it is explained that everyone has the right to
develop themselves through their basic needs, the right to education and benefit from science
and improve their quality of life. Article 31 (Constitution 45) also explains that every citizen has
the right to education and the government is obliged to pay for it.

Previous research related to the elimination of educational services from non-taxable
services based on the HPP Law (Eprilia, 2022) explained that this regulation was made to ensure
that the imposition of VAT is on target because it is only for certain educational services. The
Directorate General of Taxes (DGT) wants the tax incentives that have been provided by the
government to run optimally and the implementation of VAT on education services is only for
schools that are classified as luxurious. Meanwhile, educational services whose uses are used
by the wider community are not subject to VAT.

Saragih, Dikri, Wahyono, & Wijaya (2022) explained that the elimination of educational
services from the types of services that are excluded from the imposition of VAT causes
injustice. Thus, it is important for the government to establish derivative regulations for the
provision of VAT facilities by considering the principle of fairness and by classifying educational
services based on the cost per student set by the education service provider.

Research by Nikaroso (2022) concluded that the increase in school fees as a result of VAT
on education services is no different from the increase in costs for other reasons. However, if
VAT on education services is applied to all schools and levels of society, the imposition of VAT
on education services has the potential to increase the dropout rate. The imposition of VAT
should be carried out selectively so as not to harm the community, especially the poor in
Indonesia.

Andini (2023) in his research concluded that the background of the change in VAT policy
on education services is to increase the c-efficiency ratio of VAT revenue in Indonesia and also
to expand the tax base. However, when viewed from the principle of ease of administration,
the imposition of VAT on educational services still does not show ease of administration.

Research conducted by Cahya (2023) shows that changes in the VAT policy on education
services disincentivize education service providers, especially the private sector. The imposition
of VAT on education services also creates an administrative burden for education service
providers which can affect the increase in prices for the provision of educational services. This
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is also not in line with the state's goal in the 1945 Constitution to educate the nation's life. The
implications arising from this policy can be seen from three aspects, from the side of the
organizer it will incur the cost of taxation to carry out its obligations in terms of compliance
cost and avoidance cost (legal tax avoidance cost). From the government's side, there is an
administrative cost to carry out the policy to socialize education service providers. In terms of
revenue, no tax is collected because educational services get exempt facilities so that the policy
only increases the cost of taxation from the side of education service providers and
administrative costs from the government side.

Research conducted by lIman & Rusydi (2020) shows that compliance costs which include
direct money cost, time cost and psychological cost have an effect on decreasing the level of
compliance of Micro, Small and Medium Enterprises in fulfilling their tax obligations. The
complexity of tax regulations will have an impact on the high cost for taxpayers, so that the
increase in compliance costs will affect the decrease in the tax compliance level of taxpayers.
These costs include sanctions, the need to print documents, time to understand a regulation
and the psychological impact of mistakes that can occur.

Most of the above studies show that there is an increase in compliance costs in education
services that are the object of VAT collection. Meanwhile, the policy of providing VAT
exemption facilities is still a debate in previous research. Some studies show that the provision
of VAT facilities will not cause distortions for both consumers and entrepreneurs to the
provision of VAT exemption facilities (Febriana et al., 2022). Some others show that there is a
potential price increase for BKP and JKP that receive VAT exemption facilities as a result of
input VAT that cannot be credited (D. R. Siregar et al., 2022). Certain requirements related to
the classification of costs as a limit for the provision of VAT exemption facilities can also
eliminate the objective nature of VAT itself (Eprilia, 2022). On the other hand, increasing
compliance costs can reduce the compliance level of taxpayers (Ilman & Rusydi, 2020).
Therefore, it is necessary to evaluate the policy of VAT exemption facilities in education
services, especially formal education services at the university level.

The government should prioritize improving the quality and expanding access to
education for the community (Lisnawati, 2021). Smith (1776) also emphasized that the costs
of fulfilling tax obligations should be kept to a minimum. Based on the above problems and
previous research, this research will contribute to evaluating the policy of education services
that are the object of VAT and getting exemption facilities. This evaluation will be carried out
on formal education services at the university level to analyze the implications of the
application of VAT on formal education services at the university level.

Based on the description above, the research in this journal article raises the research
question of how the implications of the VAT policy on educational services with facilities are
exempt when reviewed from the cost of compliance for universities. This study aims to evaluate
the policy of educational services that are taxable services with exempt facilities and their
implications for universities when viewed from the cost of compliance in fulfilling their tax
administration.

MATERIALS AND METHODS

The research method used in this study is a qualitative approach. (Creswell & Creswell,
2018) explains that qualitative research is a research process based on methodology to be able
to understand and explore a social problem. Research with qualitative methods can also
provide a freer space for researchers to study and conduct research on a problem (Neuman,
2014). The data used in this study was collected and processed through a literature review. In
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this study, the researcher obtained literature sourced from journals, books, scientific articles,
and documentation of tax regulations related to this research.

The research procedure began with problem formulation and keyword selection, followed
by data searching, screening, and coding using Mendeley for reference management. Data
analysis was conducted using thematic content analysis, in which textual data were categorized
into themes such as "compliance cost dimensions," "VAT policy transition," and "administrative
burden.” This analysis was facilitated using NVivo 12 software to assist in coding, organizing,
and interpreting qualitative data. The research findings are presented descriptively and
analytically, focusing on emerging themes and cross-comparison with international practices.
Through this approach, the study aims to provide an in-depth understanding of how the VAT
exemption facility under UU HPP impacts compliance costs for educational institutions in
Indonesia.

RESULTS AND DISCUSSION

The research method used in this study is a qualitative approach. (Creswell & Creswell,
2018) explains that qualitative research is a research process based on methodology to be able
to understand and explore a social problem. Research with qualitative methods can also
provide a freer space for researchers to study and conduct research on a problem (Neuman,
2014). The data used in this study was collected and processed through a literature review. In
this study, the researcher obtained literature sourced from journals, books, scientific articles,
and documentation of tax regulations related to this research.

Tabel 1. C-£fficiency Ratio Indonesia 2017 to 2022

Year Expenditure VAT Revenue C-Efficiency Ratio
2017 9.023.120 463.527 51,37%
2018 9.379.746 537.261 57,28%
2019 10.566.547 531.560 50,31%
2020 10.592.541 450.328 42,51%
2021 11.013.796 684.039 62,11%
2022 11.895.740 911.658 69,67%

Source: Indonesian Economic and Financial Statistics by Bank Indonesia and the Annual Report of
the Directorate General of Taxes (processed)

In Table 3, it can be seen that the average C-Efficiency from 2017 to 2022 is still at an
average of 55.54%. This percentage shows that the government can only collect 55.54% of the
total VAT that should be collected, so it means that there is still potential revenue that should
still be collected by the government.

In concept, VAT has a general nature or is imposed on all goods and services regardless
of the type of consumption (Tait, 1988). VAT is also indirect, which means that it does not pay
attention to the subject but to its output, so it is objective (Tait, 1988). Of the two properties
of VAT, it is necessary to be more careful in classifying the types of goods and services that
are not subject to VAT. The exemption of goods and services from the imposition of VAT and
the provision of facilities should be regulated according to the conditions in each country. Tait
(1988) argues that, from a theoretical and practical point of view, exceptions should be kept
to a minimum taking into account reasons of social interest and for the benefit of the end
consumer.

The Impact of the Educational Services Policy that Becomes JKP for Higher Education
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With the abolition of Education Services from Article 4A paragraph (3) and moved to
Article 16B in (2021 VAT Law), universities are obliged to carry out VAT administrative
provisions as summarized in Table 2.

Table 2. Implications of VAT Policy on Education Services for Higher Education
Legal Basis Implications for Higher Education Institutions
Article 3A paragraph (1) of Required to be registered as a Taxable Entrepreneur (PKP)
the VAT Law
Article 13 paragraph (1) of the Required to issue Tax Invoices
VAT Law
Article 16B of the 2021 VAT Entitled to exemption facilities, hence Input Tax cannot be
Law credited
Article 4 paragraph (1) of Required to be registered as a Taxable Entrepreneur if gross
PMK 197/2013 turnover exceeds IDR 4.8 billion
Source: Tax Regulations (processed)

Prior to the 2021 VAT Law, universities, which were one of the educational services
regulated in the SISDIKNAS Law, were a type of service that was exempt from the imposition
of VAT. Table 4 shows that there are additional administrative obligations for universities after
the 2021 VAT Law so that there is an increase in compliance costs. For universities with a gross
turnover that has exceeded IDR 4.8 million, it is mandatory to be confirmed as a Taxable
Entrepreneur (PKP). As a PKP, for every JKP submission, it is mandatory to issue a tax invoice.
In addition, universities cannot credit their input VAT because their output VAT gets exemption
facilities.

Even though they get exemptions in accordance with the provisions of Article 16B of
the 2021 VAT Law in conjunction with Article 10 of PP 49/2022, universities still get an
additional administrative burden. The VAT exemption facility is a facility provided to
consumers, generally associated with a type of service that is strategic so that facilities are
provided (Wijaya & Arsini, 2021). Tait (1988) argues that the provision of VAT facilities aims to:
Increasing VAT progressivity; Supporting goods and services that have meritorious value so
that they are eligible to be exempt from the imposition of VAT; and Goods and services that
are considered difficult to tax and are not administratively necessary.

The VAT exemption facility requires universities to issue Tax Invoices in accordance
with the provisions of Article 13 paragraph (1) of the VAT Law. In accordance with the
provisions of Article 25 paragraph (2) of the Regulation of the Director General of Taxes
Number PER - 03/PJ/2022 concerning Tax Invoices, for the submission of JKP with the
characteristics of final consumers or service recipients who directly consume the services
received and are not used for business activities, they can use the Tax Invoice without including
the identity of the JKP recipient or known as the Charged Tax Invoice. However, for mistakes,
delays or not making Tax Invoices for universities, they will be subject to a sanction of 1% (one
percent) of the Tax Basis. This certainly adds a new burden to universities.

Increased Cost of Compliance for Universities

(1989) The cost of compliance does not only include the expenses incurred in
fulfilling tax obligations (direct money cost), but also involves time cost and psychological cost,
with the following breakdown:
Direct Money Cost
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Direct money cost is a fee in the form of cash paid by the Taxpayer in order to fulfill his
tax obligations. These costs include activity costs for administrative purposes such as
travel expenses for tax payments and fees for the payment of Tax Consultant services
used.
Time Cost
Time cost is the time sacrificed by the Taxpayer in fulfilling tax obligations. The time
allocation can be in the form of the time needed to understand a tax provision, administer
the needs of tax documents and the time needed to consult with a Tax Consultant.
Psychological Cost
Psychological cost is a feeling of anxiety, fear and worry about making mistakes in carrying
out tax administration (Prasetyo, 2008) direct money cost as well as implicit costs (time
cost and psychological cost) in fulfilling these obligations can be minimized as much as
possible (Prasetyo, 2008) direct money cost, time cost, and psychological cost as follows:

Table 3. Indicators of Cost of Compliance

Dimension Indicators

Direct  Money - Allocation of funds to fulfill tax obligations

Cost « Administrative  costs related to fulfiling tax obligations
* Fees for tax consultants

Time Cost . Time allocated to fulfill tax obligations
* Time spent on tax document administration, understanding tax regulations,
payments, and reporting
» Time spent consulting with tax consultants

Psychological « Anxiety about fulfilling tax obligations according to applicable regulations

Cost + Anxiety about errors in fulfilling tax obligations

Source. Sandford (1989)
a) Direct Money Cost

With the enactment of educational services becoming JKP, it certainly increases costs
for universities. Universities that have exceeded the gross turnover limit of IDR 4.8 million
are obliged to be confirmed as PKP. As a PKP, there is an obligation to make tax invoices
and report VAT rates every month for the delivery of educational services. By getting the
facility exempted, the input tax for universities also cannot be credited because the
output tax gets the facility exempted. In accordance with the provisions of Article 7
paragraph (1) of the KUP Law, if the PKP does not submit the VAT Periodic Tax Return
by the end of the following month, it will be subject to an administrative sanction of IDR
500,000 and if it does not or is late in issuing a tax invoice, it will be subject to a sanction
of 1% from the DPP in accordance with the provisions of Article 14 paragraph (4) of the
2021 KUP Law.

The next cost that arises for universities is related to human resources. Nurmantu
(2005) argues that the better the level of taxpayers' understanding of a regulation, the
easier it will be for taxpayers to fulfill their tax obligations. Human resources within
universities need to be equipped in order to be able to administer VAT in accordance
with applicable regulations. The internal system of universities also needs to be adjusted
so that it can be in harmony with applicable regulations, such as integrating VAT with
every delivery of educational services because even though they get exempt facilities,
universities still have the obligation to issue tax invoices. The costs mentioned above are
real costs that are the burden of universities due to the VAT policy on educational
services.
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b) Time Cost

Time cost may arise from the time spent by internal staff in preparing tax forms,
compiling information required by consultants, and dealing with tax authorities
regarding inquiries, objections, and appeals (Loh et al., 1995). Internal adjustments must
be made by higher education institutions classified as taxable services (JKP) with
exemption facilities. To avoid violating regulations, universities require time to
understand the rules or consult with tax advisors.

After becoming a Taxable Entrepreneur (PKP), universities need to make several
adjustments to remain compliant with prevailing regulations. Internal system
adjustments are necessary to align with VAT requirements for issuing tax invoices.
Additionally, preparing and filing VAT Periodic Tax Returns (SPT Masa PPN) also imposes
a time burden on universities.

VAT becomes payable when an invoice or sales invoice is issued, when the service
is delivered, or when payment is made (Tait, 1988). According to Article 11 of the VAT
Law, VAT is due at the time of supply of taxable services or upon payment, whichever
occurs first. An academic year in higher education is divided into two semesters, as
stipulated in the Minister of Education and Culture Regulation Number 3 of 2020 on
National Standards for Higher Education.

In VAT, there is a "time of supply" concept that determines when the VAT becomes
payable. If tuition fees are paid for a six-month period, revenue is recognized monthly
in accounting terms. However, for VAT purposes, tax is due in full at the time of payment.
This difference in recognition adds additional time burden for universities to reconcile
these accounting and tax reporting records.

Psychological Cost

Pshycological cost includes feelings of anxiety, stress and frustration
experienced by taxpayers in complying with complex tax regulations (Sandford, 1989).
Complexity and uncertainty in a tax regulation have the potential to increase feelings of
anxiety for taxpayers. Therefore, it is important to include psychological costs in the
estimation of compliance costs (Lopes, 2013). The feelings of anxiety experienced by
taxpayers regarding tax regulations can be caused by several things, namely the
following (Woellner et al.,, 2007) The complexity of filling out tax returns is increasing
due to the increase in income categories; The pressure posed by the possibility of tax
audits; and There is a possibility of pshycological costs felt by the tax authorities so that
they are vented to taxpayers in the audit process.

In PER - 03/PJ/2022, it has been stipulated that for the submission of JKP with the
characteristics of the end consumer, it is possible to use a Tax Invoice without including
the identity of the JKP recipient, but there is no derivative regulation that further
regulates the form of tax invoice used by universities. This creates uncertainty for
universities regarding the administrative obligation to issue tax invoices for the delivery
of educational services. Meanwhile, the sanction of late or not making a Tax Invoice for
universities of 1% (one percent) of the Tax Imposition Basis will still be imposed for
universities. This fact adds to the burden that universities must bear as a result of the
VAT policy on universities.
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CONCLUSION

This study concludes that the shift in VAT policy, particularly the reclassification of
education services as taxable with exemption facilities under the 2021 VAT Law, has resulted
in a significant increase in compliance costs for universities in Indonesia. These costs are
reflected in three key dimensions: direct monetary costs, time costs, and psychological
burdens. Universities are now required to register as Taxable Entrepreneurs (PKP), issue tax
invoices for every educational service provided, and adjust internal systems accordingly—all
of which incur operational and administrative expenses. Furthermore, the time required for
compliance activities, such as VAT reporting and reconciliation, adds to the workload of
university administrators. Most critically, the absence of clear derivative regulations regarding
invoicing procedures creates legal uncertainty, thereby heightening psychological stress due
to the potential for sanctions and fines. In light of these challenges, this paper suggests that
the government reevaluate the classification of education services in the VAT system and
consider restoring them as non-taxable services. Such a policy adjustment would align with
the constitutional mandate of education as a basic human right and support national efforts
in improving the quality of human resources. Future research is encouraged to explore
quantitative estimates of compliance costs across different types of universities, assess the
long-term impact of VAT compliance on institutional quality, and compare best practices in
VAT treatment for educational services in other jurisdictions.
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