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THE ECONOMIC NATURE OF
EDUCATIONAL SERVICES AND THE
SPECIFICS OF THEIR PROMOTION

IN THE HIGHER EDUCATION MARKET

Umarov Shuhrat Bahodir o‘g‘li
Independent Researcher

Abstract. The economic nature of educational services is commonly described in terms of intangibility, inseparability,
heterogeneity, and perishability. This article argues that these characteristics are not the principal operative properties and
examines an alternative proposition: higher education is dominated by credence attributes that buyers cannot verify before,
during, or, in most cases, even after consumption, and the distinctive features of promotion in this market stem primarily
from this characteristic.

Three constructs are examined using panel data from twenty anonymised higher education institutions in Uzbekistan.
Claim composition classifies promotional statements according to verifiability distance, introduced here as the number of
steps separating a claim from independent verification. Reach and yield conversion are measured separately: the former
as applications generated per unit of promotional expenditure and the latter as the proportion of offers converted into
enrolments.

The results reveal a clear distinction between these two stages. Nine per cent of promotional claims can be verified
before a student commits, whereas forty-eight per cent cannot be independently verified, placing the mean claim 2.12 steps
from verification. Promotional expenditure has an elasticity of 0.914 with respect to applications, with a t-statistic of 20.72,
and explains 96.0 per cent of their variation, whereas the share of verifiable claims has virtually no effect, with a coefficient
of —=0.002 and a t-statistic of —0.81.

At the enrolment stage, however, the relationship changes substantially. The coefficient on promotional expenditure
declines from 0.0834 (t = 2.95) to 0.0029 (t = 0.26) once the share of verifiable claims is included in the model. The
coefficient on the verifiable-claim share is 0.0078 per percentage point (t = 12.90), while R? increases from 0.326 to 0.938.
Because offers increase less than proportionally with applications, with an elasticity of 0.797, promotional expenditure
has no statistically significant association with enrolments once admission capacity is held constant, with a coefficient
of 0.0274 and a t-statistic of 0.54. A ten-percentage-point increase in the share of verifiable claims is associated with a
7.8-percentage-point increase in enrolment yield, corresponding to 3,533 additional enrolments at the sector-level offer
base without additional promotional expenditure.

Keywords: educational services; credence goods; verifiability; higher education marketing; enrolment yield; information
disclosure; Uzbekistan.

Annotatsiya. Ta’lim xizmatlarining iqtisodiy tabiati odatda nomoddiylik, ajralmaslik, geterogenlik va saglab bo‘lmaslik
xususiyatlari orgali tavsiflanadi. Ushbu maqolada mazkur xususiyatlar asosiy operatsion xususiyatlar emasligi ta’kidlanib,
mugobil ilmiy yondashuv ko‘rib chigiladi: oliy ta’limda ishonchga asoslangan xususiyatlar (credence attributes) ustun boflib,
iste’'molchilar ularni xizmatdan foydalanishdan oldin, foydalanish jarayonida yoki aksariyat hollarda undan keyin ham
tekshira olmaydilar. Oliy ta’lim bozoridagi targ‘ibot faoliyatining o'ziga xos jihatlari, asosan, aynan shu xususiyatdan kelib
chiqadi.

Tadgigotda O‘zbekistondagi nomlari anonimlashtiriigan yigirmata oliy ta’lim muassasasining panel ma’lumotlari
asosida uchta konstrukt tahlil gilindi. Targ‘ibot mazmunidagi da’'volarning tarkibi ularning tekshirilish masofasiga (verifiability
distance) ko‘ra tasniflandi. Ushbu tushuncha da’vo bilan uni mustaqil ravishda tasdiglash imkoniyati o‘rtasidagi bosqichlar
soni sifatida kiritildi. Qamrov va gabulga aylanish samaradorligi alohida o‘lchandi: birinchisi targ‘ibot xarajatlarining har bir
birligiga to‘g‘ri keladigan arizalar soni, ikkinchisi esa o‘gishga gabul qilish takliflarining amaldagi talaba gabuliga aylangan
ulushi sifatida baholandi.

Natijalar ushbu ikki bosgich o‘rtasida aniq farg mavjudligini ko‘rsatdi. Targ‘ibot mazmunidagi da’volarning 9 foizi
talaba garor gabul gilishidan oldin tekshirilishi mumkin, 48 foizi esa mustagqil ravishda tekshirilmaydi. Natijada da’volarning
tekshirishgacha bo‘lgan o‘rtacha masofasi 2,12 bosgichni tashkil etdi. Targ‘ibot xarajatlarining arizalar soniga nisbatan
elastikligi 0,914 ni, t-statistika esa 20,72 ni tashkil etdi va ushbu omil arizalar sonidagi o‘zgarishlarning 96,0 foizini izohladi.
Tekshirilishi mumkin bo‘lgan da’volar ulushining ta’siri esa deyarli kuzatilmadi: koeffitsiyent —0,002, t-statistika —0,81 ni
tashkil etdi.

Biroq talabalikka gabul bosgichida ushbu bog'liglik sezilarli darajada o‘zgaradi. Modelga tekshirilishi mumkin bo‘lgan
da’volar ulushi kiritilgach, targ‘ibot xarajatlari koeffitsiyenti 0,0834 dan (t = 2,95) 0,0029 gacha (t = 0,26) pasaydi. Tekshirilishi
mumkin bo‘lgan da’'volar ulushining koeffitsiyenti har bir foiz punktiga 0,0078 ni (t = 12,90) tashkil etdi, R* esa 0,326
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dan 0,938 gacha oshdi. Qabul takliflari soni arizalar soniga nisbatan mutanosibdan past darajada, ya’'ni 0,797 elastiklik
bilan oshgani sababli, gabul imkoniyatlari o‘zgarmas holda nazorat gilinganda, targ‘ibot xarajatlari talabalikka gabul soni
bilan statistik jihatdan ahamiyatli bog'liglik ko‘rsatmadi: koeffitsiyent 0,0274, t-statistika esa 0,54 ni tashkil etdi. Tekshirilishi
mumbkin bo‘lgan da’volar ulushining 10 foiz punktiga oshishi gabul takliflarining talabalikka gabulga aylanish darajasining 7,8
foiz punktiga oshishi bilan bog'liq bo‘lib, bu sektor migyosidagi gabul takliflari bazasida qo‘shimcha targ‘ibot xarajatlarisiz 3
533 ta qo‘shimcha talaba gabuliga mos keladi.

Kalit so‘zlar: ta’lim xizmatlari; ishonchga asoslangan tovarlar; tekshiriluvchanlik; oliy ta’lim marketingi; qabul
samaradorligi; axborotni oshkor gilish; O‘zbekiston.

AHHOTauuA. DKOHOMUYECKas Npupoaa 0bpasoBaTenbHbIX YCyr 0ObIYHO XapaKTePU3YETCsl TAKUMWU CBOWCTBaMM, Kak
HEeoCs3aeMOCTb, HEOTAENUMOCTb, HEOAHOPOAHOCTb Y HECOXPAHAEMOCTb. B HAacTosILLEl cTaTbe YyTBEPXKAAETCS, YTO AAHHbIE
XapaKTEPUCTUKN HE ABMSIKOTCA OCHOBHbIMU OMEpPaLMOHHBIMU CBOMCTBaAMU, U paCCMaTPUBAETCH anbTePHATUBHbIA HaYYHbI
nogxoA: B cdepe BbiCLIEro 06pa3oBaHus NpeobnagatT foBepuTenbHbIE XxapakTepuctuky (credence attributes), kotopbie
noTpeduTeny He MOryT NPOBEPUTL A0 NOMyYEeHUs YCryru, B MPOLECCe eé nonyyYyeHns unu, B 6onbLUMHCTBE CyYaeB, Aaxe
nocne eé nonyyeHus. Cneundunyeckme 0CO6EHHOCTN NPOABUKEHNS HA PbIHKE BbICLLEro 06pa3oBaHns NPenmyLLECTBEHHO
00yCrnoBneHbl UMEHHO STON XapaKTEPUCTUKON.

B wuccnemoBaHuM  aHanu3MpyloTCs  TPW  KOHCTPYKT@ C  UCMONb30BaHMEM MaHEmNbHbIX [aHHbIX  ABajuatv
@HOHUMM3MPOBAHHBIX BbICLUMX Yy4ebHbIX 3aBefeHun YsbekucrtaHa. CoctaB peknamHO-MHOPMAaLMOHHBIX YTBEPXKAEHNUM
KnaccuduumpyeTcsi B COOTBETCTBMU C AucTaHumen nposepsemMocTu (verifiability distance), kotopasi onpegensercsa kak
KONMMYECTBO 3TanoB MEXAY YTBEPXKAEHVWEM M BO3MOXHOCTBIO €ro He3aBUCUMOrO nopTteepxaeHus. OxBaT M KOHBepCus
B 3a4uClIeHne U3MEPSAITCH pasfernbHO: MepBbin MoKasaTenb ONpenenseTca Kak KOnM4ecTBO 3asBMEHWUW, MOryYeHHbIX
Ha eguMHULYy PacxodoB Ha NPOABWKEHWE, a BTOPOM — Kak [ONS MPearnoXeHWn O 3a4MCrieHun, KoTopble (akTUYecKu
npeobpasyoTcsi B 3a4NCIEHNSI CTYAEHTOB.

Pe3ynbratbl 4EMOHCTPUPYIOT YETKOE pasnuuue Mexay 3TUMU OByMS dTanamu. [eBATb MPOLEHTOB PeKNaMHO-
VMH(OPMaLMOHHBIX YTBEPXXAEHWUI MOTYT ObITb NPOBEPEHbI 40 MPUHATUSA CTYAEHTOM peLleHus, Toraa kak 48% He nogaaroTcs
He3aBucUMoW npoBepke. CpegHAsa OUCTaHUMSA OT YTBEPXKAEHUSA OO €ro NpoBEPKU cocTaBnseT 2,12 atana. AnacTuyHOCTb
KOMMYecTBa 3asiBNEHUI Mo pacxofdaM Ha npoaswkeHne coctaenset 0,914 npu t-ctatuctuke 20,72, npy STOM AaHHbIN (haKTop
obbscHaeT 96,0% Bapuaumm KonuyecTsa 3asBrneHWin. B To e BpeMs ons NpoBepsieMbIX YTBEPXKAEHUA NPAKTUYECKN He
oKasblBaeT BNUAHUA: koadduumeHT coctasnset —0,002 npu t-ctatuctuke -0,81.

OpHako Ha aTane 3a4ncreHns XxapakTep B3aMMOCBSA3M CyLLIECTBEHHO M3MeHsIeTcs. [ocne BkMoYeHWs B Mogenb 40NN
NPOBEpPSiEMbIX YTBEPXKOEHUIN KO3 DULMEHT pacxodoB Ha NMpoaswkeHve cHmkaetca ¢ 0,0834 (t = 2,95) go 0,0029 (t =
0,26). KoahcpmumeHT gonuv npoBepsiemMbix yTBepxaeHuin coctaenset 0,0078 Ha kaxabii MpoueHTHbIM NyHKT (t = 12,90),
a 3HayeHve R? yBenunuuBaetcs ¢ 0,326 go 0,938. NockomnbKy KONMMYECTBO MPEeasioKEHUN O 3a4NCIIEHNN YBENNYMBAETCS
MEHee 4YeM MPOoMopLMOHaNbHO KONMUYECTBY 3asiBNeHWW, € anactudHoctbio 0,797, pacxodbl Ha NPOABWXEHWE He
OEMOHCTPUPYIOT CTaTUCTUYECKA 3HAYMMOWN CBSI3W C KOMMYECTBOM 3a4MCREHUI NPY KOHTPOME MpPOMyCKHOW CnocobHOCTH
npuéma: koacpdpuumneHT coctasnset 0,0274, a t-ctatuctnka — 0,54. YBenvyeHve Jonv npoBepsiemMbIx yTeepxaeHun Ha 10
NPOLEHTHBIX MYHKTOB CBSA3aHO C MOBbILLIEHWEM KOHBEPCUW NPEANIOXKEHMI O 3a4ncneHnn B hakTmyeckoe 3ayncrneHue Ha 7,8
NMPOLIEHTHOIO MyHKTA, YTO NMPW CYLLECTBYOLLEN OTpacneBon 6ase npeanoxeHun cootTBeTcTByeT 3 533 AOMONHUTENBHBIM
3a4ncneHnsmM 6e3 JononHUTENbHbLIX PACX0O0B Ha NPOABUXKEHNE.

KnioueBble crnoBa: obpa3oBaTenbHble YCryru; OOBEpUTEmNbHble Onara; NpoBEPSIEMOCTb; MAapPKETWHI BbICLLENO
06pa3oBaHust; KOHBEPCUS B 3a4MCNEHNE; packpbITUE MHhopMaLIMK; Y36eKncTaH.

INTRODUCTION

Textbook treatments of educational services typically begin with the four properties conventionally
attributed to services in general: intangibility, inseparability of production and consumption, heterogeneity, and
perishability. Each of these characteristics applies to higher education; however, none is sufficient to distinguish
it from many other service activities.

What distinguishes higher education is a different characteristic—one that is informational rather than
physical. A prospective student choosing among universities must evaluate claims about outcomes that may
materialise, if at all, four to ten years later, that may be influenced by the student’s own effort and circumstances,
and that, in many cases, cannot be attributed exclusively to the institution even retrospectively. For example,
an employed graduate cannot determine with certainty the extent to which obtaining a degree contributed to
that employment outcome. The central attributes of the service are therefore difficult or impossible to verify,
rather than merely intangible, and the distinction between these two concepts constitutes the central focus of
this article.

If the dominant attributes cannot be independently verified, several observable implications follow.
Promotional communication may tend to emphasise attributes that are difficult to verify because such claims
are less susceptible to immediate independent confirmation or comparison. Claims that can be independently
verified are therefore expected to constitute a smaller proportion of promotional communication. Moreover,
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the two stages of the purchase decision may exhibit different response patterns. The application stage, during
which a prospective student decides whether to apply and may rely substantially on initial impressions, is
expected to respond to the volume of promotional activity. By contrast, the enrolment stage occurs after an offer
has been received and involves a more consequential commitment; at this stage, the decision is expected to
respond more strongly to the availability of verifiable information.

This article tests these propositions using panel data from twenty anonymised higher education institutions
in Uzbekistan. Three constructs organise the analysis. First, claim composition classifies each promotional
claim according to its verifiability distance, defined as the number of steps separating a claim from independent
verification, ranging from zero for a fact that can be verified before enrolment to three for a claim that cannot
be independently verified. Second, conversion efficiency is decomposed into reach, measured as applications
generated per unit of promotional expenditure, and yield, measured as the proportion of offers converted into
enrolments; these two measures are reported separately throughout the analysis. Third, verifiability distance
itself is introduced as a construct for systematically characterising the degree to which promotional claims can
be independently verified.

The contribution of the study is threefold. First, the article provides a testable formulation of the economic
nature of educational services rather than relying solely on a descriptive characterization, thereby enabling
its implications to be examined empirically. Second, it documents a clear differentiation between the factors
associated with the two stages of the conversion process: promotional expenditure is strongly associated with
applications but not with enrolments once relevant factors are taken into account, whereas verifiability exhibits
the opposite pattern. Third, the analysis indicates that this separation is related to the structural characteristics
of the admissions process rather than solely to behavioural responses, because the offer stage is constrained by
admission capacity and additional applications therefore do not necessarily translate into additional enrolments.

Section 2 reviews the relevant literature. Section 3 describes the panel dataset and the three analytical
constructs. Section 4 presents and discusses the empirical results. Section 5 concludes the article.

LITERATURE REVIEW

Nelson distinguished product attributes into search attributes, which can be evaluated before purchase,
and experience attributes, which can be evaluated only through consumption [16]. Darby and Karni introduced
the third category on which the present study builds: credence attributes, which buyers may be unable to
verify even after consumption [6]. Arrow’s analysis of medical care had already identified a closely related
informational structure and examined its implications for market organisation [3], while Dulleck and Kerschbamer
subsequently provided a comprehensive review of the theory of credence-goods markets [8].

Akerlof’'s analysis of markets characterised by asymmetric information about quality provides an important
theoretical foundation for understanding the potential market consequences of limited verifiability [1]. When
quality cannot be directly observed and credible signals are limited, the price mechanism may not fully
differentiate products according to quality, creating incentives for higher-quality sellers to develop credible
signalling mechanisms. Spence’s signalling model provides a theoretical framework for understanding
such mechanisms [18], while Stiglitz’s work places information asymmetry and signalling within the broader
economics of information [19].

Zeithaml applied the search, experience, and credence classification directly to services and argued that
services tend to rely disproportionately on experience and credence attributes [24]. Zeithaml, Parasuraman, and
Berry examined the resulting implications for service marketing [25], while Lovelock developed a classification
of services based on characteristics that influence how they are purchased and consumed [14]. Vargo and
Lusch’s service-dominant logic further reframes exchange in terms of value co-creation [20]. This perspective
is relevant to the present study because outcomes that are jointly produced through interactions between
providers and consumers may be more difficult to attribute exclusively to the service provider.

Winston’s analysis of the distinctive economics of higher education provides an important foundation for
understanding the unusual characteristics of this sector [23]. Higher education institutions may be subsidised,
they participate in selecting their students, and students themselves can contribute to the educational
environment experienced by their peers. Consequently, the characteristics of the student body may form part
of the educational service itself. Rothschild and White formalised this students-as-inputs property of higher
education [17], while Hoxby examined the resulting structure and evolution of the higher education market [13].

For the present analysis, an important implication is that some attributes that prospective students
might, in principle, attempt to evaluate are partly endogenous to the choices and characteristics of other
students. This can make independent verification more complex than it initially appears. Dill and Soo
examined university rankings as one market response to the problem of assessing higher education quality
and highlighted substantial variation in the dimensions and indicators used by different ranking systems [7].
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Rankings may therefore reduce some information costs while not fully resolving the underlying problem of
quality verification.

Hemsley-Brown and Oplatka’s review of higher education marketing identified a literature with a strong
emphasis on institutional practices and highlighted the need for further empirical research into the relationship
between marketing activities and institutional outcomes [11]. Maringe examined the application of marketing
concepts and the marketing mix within the university context [15], while Chapleo investigated university
branding and the challenges institutions face in developing and communicating distinctive brand identities [5].
These findings are relevant to the present study because difficulties in defining and communicating institutional
differentiation may influence the composition of promotional claims.

From the student perspective, Briggs examined the criteria involved in higher education choice and
identified reputation as an important consideration in students’ stated decision criteria [3]. Vrontis, Thrassou,
and Melanthiou further developed a model of the higher education decision-making process, illustrating the
range of individual and environmental factors that may influence student choice [21]. The importance attached
to reputation is particularly relevant to the present analysis because reputation may function as a decision
heuristic when directly verifiable information about future educational outcomes is limited.

Fung, Graham, and Weil’s analysis of targeted transparency policies provides a framework for
understanding the conditions under which information disclosure can influence behaviour [9]. Their approach
emphasises that the effectiveness of disclosure depends not merely on the availability of information but
also on whether that information is accessible, interpretable, and incorporated into the decision-making
process. This perspective is directly relevant to the present study because verifiable information is likely to
have greater practical value when it becomes available at the stage at which prospective students make
consequential enrolment decisions.

The transparency literature therefore provides an important link between verifiability and market behaviour.
From this perspective, increasing the quantity of disclosed information alone may not be sufficient; the
information must also be structured in a form that allows prospective students to evaluate relevant claims and
incorporate them into their decisions. This provides the conceptual basis for considering verifiable claims not
simply as a feature of promotional communication but also as a potential information instrument in the higher
education market.

The existing literature provides substantial theoretical foundations for understanding search, experience,
and credence attributes, information asymmetry, service marketing, higher education choice, and information
disclosure. However, an important empirical gap remains at the intersection of these research areas. The services
literature classifies product and service attributes according to their verifiability but has paid comparatively
limited attention to systematically measuring the composition of actual promotional communication using this
classification. At the same time, the higher education marketing literature examines promotional activities and
student choice but rarely distinguishes empirically between the application and enrolment stages as separate
conversion outcomes.

This distinction is important because the two stages may respond to different mechanisms. Promotional
expenditure may influence the reach of institutional communication and thereby affect the number of applications,
whereas the availability of independently verifiable information may become more relevant when prospective
students decide whether to accept an offer and enrol. Examining applications and enrolment yield separately
therefore makes it possible to identify whether promotional reach and information verifiability operate differently
across the two stages of the decision process.

The present study addresses this gap by classifying promotional claims according to their verifiability
distance and by separating conversion efficiency into application reach and enrolment yield. It then empirically
examines whether promotional expenditure and the share of verifiable claims are associated differently with
these two outcomes. In doing so, the study connects the economics of credence attributes with higher education
marketing and provides an empirical framework for examining how promotional intensity and information
verifiability relate to different stages of student conversion.

RESEARCH METHODOLOGY

The panel comprises twenty higher education institutions in Uzbekistan, including national universities,
sectoral institutes, regional universities, branch campuses of foreign universities, and private higher education
institutions. The institutions are anonymised and identified by codes because several variables involve
assessments of institutional practices, and anonymisation allows the analysis to focus on aggregate patterns
rather than institution-specific evaluations. Table 1 presents the variables used in the analysis and their
construction.
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Table 1
Variables and Construction?

Variable Construction

Promotional spend Annual expenditure on recruitment communication, million UZS

Applications Applications received in the admission cycle
Offers Admission offers issued
Enrolments Students who took up an offer

Enrolment yield

Enrolments divided by offers

Reach conversion Applications per million UZS of promotional spend

Share of the institution’s promotional claims at verifiability distance 0

Verifiable claim share
or 1, per cent

Outcome disclosure Whether the institution publishes graduate employment outcomes

Tuition Annual tuition for the standard programme, million UZS

Digital capability Score from 0 to 6 on recruitment website functionality

Each promotional claim is assigned a verifiability distance ranging from 0 to 3.

Distance 0 includes claims that a prospective student can independently verify before making an enrolment
commitment, such as tuition fees, location, programme offerings, accreditation status, and entry requirements.
Distance 1 includes claims that can be verified after enrolment, such as class sizes, teaching arrangements,
facilities, and workload. Distance 2 includes claims that can be assessed only several years after graduation
and, in many cases, only at an aggregate level, such as employment rates, earnings, and progression to further
study. Distance 3 includes claims that are not readily amenable to independent verification at any stage, such
as institutional prestige, claims of being world-class, the provision of a unique educational environment, or an
exceptional institutional atmosphere.

The classification is applied to promotional materials published by each institution for prospective students.
The verifiable-claim share used in the empirical estimation is defined as the proportion of an institution’s
promotional claims classified at distance 0 or 1.

Two features of this construct should be emphasised. First, it measures verifiability rather than truthfulness.
Adistance 3 claim may be entirely accurate, while a distance 0 claim may be inaccurate; the classification does
not attempt to assess the truthfulness of either type of claim. Second, the classification was conducted by
the authors. This introduces an element of researcher judgement and represents an important measurement
limitation of the study, which is discussed further in Section 4.6.

The two conversion measures are reported separately throughout the analysis and are not combined.
Reach conversion is defined as the number of applications generated per million UZS of promotional
expenditure. Yield conversion is defined as the number of enrolments divided by the number of offers.

This separation is a central feature of the research design. A combined measure, such as enrolments
per unit of promotional expenditure, would aggregate two stages that may respond to different factors.
Analysing them separately therefore allows the study to identify whether promotional expenditure and
information verifiability are associated differently with application generation and enrolment conversion.

Three sequential regression specifications, referred to as estimation ladders, are estimated using ordinary
least squares (OLS). The applications ladder first regresses the logarithm of applications on the logarithm of
promotional expenditure and subsequently adds the verifiable-claim share, digital capability, and the logarithm
of tuition. The yield ladder first regresses enrolment yield on the logarithm of promotional expenditure and
subsequently adds the verifiable-claim share, the disclosure indicator, and the logarithm of tuition. The enrolment
ladder first regresses the logarithm of enrolments on the logarithm of promotional expenditure, then adds
the verifiable-claim share, and finally adds the logarithm of offers. The final specification examines whether
promotional expenditure remains associated with enrolments after admission capacity, as represented by the
number of offers, is taken into account.

A separate specification regresses the logarithm of offers on the logarithm of applications. An estimated
elasticity below unity indicates that offers increase less than proportionally with applications, which is consistent
with capacity constraints at the offer stage. This provides the structural context for interpreting the enrolment
ladder.
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Concentration is measured using the Herfindahl-Hirschman Index (HHI), the Gini coefficient, and the
share accounted for by the five largest observations [10, 12]. Group differences are assessed using Welch’s
statistic [22]. Given the sample size of twenty observations and the observational nature of the analysis, the
estimated relationships are interpreted as associations rather than causal effects [4]. Alternative explanations
for the central empirical finding are considered explicitly in Section 4.6 rather than being addressed solely as a
general limitation of the study.

ANALYSIS AND RESULTS

Table 2 presents the composition of promotional claims according to their verifiability distance.

Table 2
Composition of Promotional Claims by Verifiability Distance?
Ve'."f'ab'my Description Share
distance
0 Verifiable before enrolling: tuition, location, accreditation, programme list 9%
1 Verifiable while studying: teaching, facilities, workload 18%
2 Verifiable years after graduation: employment, earnings, progression 25%
3 Never independently verifiable: prestige, world class, unique environment 48%

IQTISODIYOT OKOHOMHUKA ECONOMY

Figure 1 provides a visual representation of the composition of promotional claims across the four
verifiability-distance categories. The distribution is strongly weighted toward claims that are more distant from
independent verification. Only 9 per cent of promotional claims fall within distance 0 and can therefore be
verified by prospective students before enrolment. A further 18 per cent are classified at distance 1, meaning
that they become verifiable after a student has enrolled and gained direct experience of teaching arrangements,
facilities, workload, and related institutional characteristics.

By contrast, 25 per cent of promotional claims are located at distance 2 and can be assessed only several
years later, typically through outcomes such as employment and earnings. The largest category is distance
3, accounting for 48 per cent of all promotional claims. These claims concern attributes such as prestige,
world-class status, uniqueness, and institutional atmosphere, which are not readily amenable to independent
verification. Taken together, distance 2 and distance 3 claims account for 73 per cent of the promotional
communication examined, whereas only 27 per cent falls within the two categories that can be verified either
before or during enrolment (Figure 1).

WHAT A UNIVERSITY CLAIMS, BY HOW FAR THE CLAIM IS FROM PROOF

share of promotional claims in each verifiability class

Verifiable years later
employment, earnings

Nine per cent of what universities say can be before a

Forty-eight per cent of promotional claims cannot be independently verified at any point, and the mean claim sits 2.12 steps from proof on a scale from zero to
three
Classification of promotional claims described in Section 3.2. Source: authors calculations

Figure 1. Composition of promotional claims by verifiability distance.
Bar widths are proportional to the share of claims in each class?®

Nine per cent of the promotional claims communicated by universities to prospective students can be
independently verified before an enrolment commitment is made. By contrast, 48 per cent fall into the category
of claims that are not readily amenable to independent verification at any stage. Across the zero-to-three scale,

2 Author’s development
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the mean verifiability distance is 2.12, indicating that the average promotional claim is positioned relatively far
from independent verification.

These findings provide empirical support for the article’s argument concerning the economic nature
of educational services. The higher education market is not characterised solely by the intangibility of the
service; promotional communication also contains a substantial proportion of claims that are difficult to verify
independently. This pattern is consistent with the informational problem described by Akerlof [5]: when product
quality cannot be directly observed and claims are difficult to verify, promotional assertions may provide limited
information for distinguishing among providers. Under such conditions, an institution with genuinely superior
quality may find it difficult to communicate that advantage through claims that can be made in similar terms
by other institutions. A more informative signal would therefore be one that is independently verifiable and
comparatively difficult for an institution lacking the corresponding attribute to substantiate—that is, a claim with
a low verifiability distance.

Table 3 presents the degree of concentration across the three stages of the conversion funnel.

Table 3
Concentration Across the Conversion Funnel*
Distribution HHI Gini Top-five share
Promotional spend 0.0809 0.4243 52.9%
Applications 0.0845 0.4347 54.1%
Enrolments 0.0804 0.4153 53.7%

The three distributions exhibit very similar levels of concentration. The Gini coefficients differ by less
than 0.02, while the top-five shares differ by approximately one percentage point. These results provide little
evidence of a meaningful change in concentration across the stages of the conversion funnel. In contrast to
settings in which successive stages of a funnel substantially increase or reduce concentration, the distribution
across institutions in the present sample remains broadly stable.

The rank comparison provides an additional qualification. The mean absolute movement between an
institution’s rank in promotional expenditure and its rank in enrolments is 1.60 positions. Thus, some movement
occurs, but its magnitude is relatively modest. Moreover, the observed rank movements do not appear to
correspond systematically to verifiability. The two branch campuses with the highest verifiable-claim shares, at
71 and 68 per cent, decline by three and two positions, respectively. This pattern is consistent with their relatively
limited admission capacity. It suggests that institutional enrolment rankings are closely related to capacity
constraints rather than being determined by enrolment yield alone, anticipating the structural relationship
examined in Section 4.5.

Table 4 presents the institutions in the panel together with promotional expenditure and the two conversion
measures.

IJKOHOMHMUKA ECONOMY

Table 4
Institutions, Promotional Expenditure, and Conversion Measures® r
- -
Institution Promo, min Applications Offers Enrolments Reacl? Yield V?"f'able
uzs conversion claim share O
U01 National 900 26,000 7,000 4,620 28.9 66% 38%
U02 National 640 18,500 5,200 4,056 28.9 78% 45% > I
uo3 520 15,200 4,400 3,168 29.2 72% 41%
Technical S
U04 Branch 480 9,800 1,900 1,729 20.4 91% 71%
UO5 Private 430 8,600 2,300 1,334 20.0 58% 28% ! !
U06 Medical 380 12,400 3,100 2,759 32.6 89% 62%
uo7 . 340 10,200 2,900 2,001 30.0 69% 31% O
Economics
uos . 300 9,400 3,400 2,244 31.3 66% 40% m
Pedagogical ’ ’ ' N
U09 Branch 280 5,600 1,200 1,140 20.0 95% 68% o
U10 Agrarian 240 6,800 2,600 1,560 28.3 60% 27% [ 4
U11 Private 220 4,900 1,500 960 22.3 64% 24%
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U12 Regional 190 5,400 2,200 1,210 28.4 55% 22%
U13 Arts 160 3,100 900 729 19.4 81% 49%
U14 Regional 140 4,200 1,800 1,044 30.0 58% 19%
U15 Private 120 2,800 1,000 490 23.3 49% 17%
U16 Regional 95 3,300 1,400 966 34.7 69% 44%
U17 Institute 70 2,100 800 576 30.0 72% 38%
U18 Institute 55 1,700 700 371 30.9 53% 14%
U19 Regional 38 1,200 600 264 31.6 44% 13%
U20 Institute 20 800 400 192 40.0 48% 12%
Sector 5,618 95,900 45,300 31,413 17.1 69.3%

Reach conversion is defined as the number of applications generated per million UZS of promotional
expenditure, whereas yield conversion is defined as the number of enrolments divided by the number of offers.

Two institutional comparisons illustrate the pattern prior to the regression analysis. U16, a regional university
with the fourth-smallest promotional budget in the panel, at UZS 95 million, has a verifiable-claim share of 44
per cent and an enrolment yield of 69 per cent, equal to that of the largest national university in the panel. By
comparison, U05, a private institution with a promotional budget of UZS 430 million—more than four times that
of U16—has a verifiable-claim share of 28 per cent and an enrolment yield of 58 per cent. Across the sector
represented in the sample, promotional expenditure per enrolment amounts to UZS 178,843.

Table 5 presents the sequential regression specifications for applications.

Table 5
Applications Ladder: Dependent Variable = Log Applications (n = 20)°
A1 A2 A3 A4
log promotional spend 0.914 (0.044) 0.939 (0.054) 1.080 (0.104) 0.941 (0.096)
t=20.72 t=17.24 t=10.39 t=9.78
Verifiable claim share -0.002 (0.003) 0.000 (0.003) 0.000 (0.003)
- o t=-0.81 t=-0.13 t=-0.14
Digital capability -0.104 (0.066) 0.060 (0.076)
t=-1.56 t=0.79
log tuition -0.299 (0.099)
t=-3.03
R2 0.960 0.961 0.966 0.979
Adjusted R? 0.958 0.957 0.960 0.974

IQTISODIYOT 23

Promotional expenditure is strongly associated with the number of applications. Its estimated elasticity is
0.914, with a t-statistic of 20.72 and an R? of 0.960, indicating that promotional expenditure alone accounts
for 96.0 per cent of the observed variation in applications within the sample. The estimated elasticity remains
relatively stable across specifications, ranging from 0.939 to 1.080 after additional explanatory variables are
introduced.

By contrast, the verifiable-claim share shows no statistically significant association with applications across
the reported specifications. Its estimated coefficient is —0.002 in the first specification in which it enters and
0.000 in each of the subsequent two specifications, with the absolute value of the corresponding t-statistics
never exceeding 0.81. Thus, within this sample, the results provide little evidence that a higher share of verifiable
promotional claims is associated with the number of applications.

Tuition enters negatively in specification A4, with an estimated coefficient of —0.299 and a t-statistic of
-3.03. This result is consistent with conventional price sensitivity: holding the other included variables constant,
higher tuition is associated with a lower number of applications.

Table 6 presents the sequential regression specifications for enrolment yield and total enrolments.
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Table 6
Yield and Enrolment Ladders (n = 20)”
Y1 Y2 Y3 E1 E2 E3
Dsgsgg:ant yield yield yield log enrolments | log enrolments | log enrolments
log promotional 0.0834 0.0029
9 pspend (0.0283) (0.0108) 0.0022 (0.0111) | 0.835(0.066) | 0.828 (0.083) | 0.027 (0.051)
t=2.95 t=0.26 t=0.20 t=12.67 t=9.99 t=0.54
Verifiable claim 0.0078 0.0083
share (0.0006) (0.0010) 0.001 (0.005) 0.011 (0.001)
t=12.90 t=8.34 t=0.15 t=28.80
Outcome -0.0218
disclosure (0.0316)
t=-0.69
log offers 0.992 (0.058)
t=17.13
R2? 0.326 0.938 0.939 0.899 0.899 0.995
Adjusted R? 0.288 0.930 0.928 0.894 0.887 0.994

The yield ladder exhibits a pattern that contrasts sharply with the applications ladder. When promotional
expenditure is included as the sole explanatory variable, it is positively and statistically significantly associated
with enrolment yield, with an estimated coefficient of 0.0834, a t-statistic of 2.95, and an R? of 0.326. However,
this association becomes statistically insignificant once the verifiable-claim share is introduced into the
specification. The coefficient on promotional expenditure declines to 0.0029, with a t-statistic of 0.26, while the
coefficient on the verifiable-claim share is 0.0078 per percentage point, with a t-statistic of 12.90. At the same
time, R? increases substantially from 0.326 to 0.938.

These results indicate that, within the sample, the verifiable-claim share is strongly associated with
differences in enrolment yield once it is included alongside promotional expenditure. The estimated coefficient
implies that a one-percentage-point increase in the verifiable-claim share is associated with a 0.78-percentage-
point increase in enrolment yield, holding the other included variable constant (Figure 2).

THE TWO STAGES ARE DRIVEN BY DIFFERENT THINGS

APPLICATIONS ENROLMENT YIELD

who applies who actually comes

17.24

12.90

t statistic

of the

significance threshold

not significant 0.26

promotional spend verifiable claim share promotional spend verifiable claim share

R2 = 0961 R2 = 0938

Money buys ications and says ing about who enrols; verifiability does the reverse
Promotional spend carries a t statistic of 17.24 on applications and 0.26 on yield, while the share of claims a student can check carries 0.81 on applications, with the
wrong sign, and 12.90 on yield
Coefficients from specifications A2 and Y2 in Tables 4 and 5. Sou

rce: authors calculations

Figure 2. The t statistic of each predictor at each stage, from specifications
A2 and Y2. The dashed line marks the conventional significance threshold?

The interpretation of the coefficient is straightforward: a ten-percentage-point increase in the verifiable-
claim share is associated with a 7.8-percentage-point increase in enrolment yield, holding the other included
variables constant.
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The outcome-disclosure indicator in specification Y3 requires careful interpretation. Its estimated coefficient
is —0.0218, with a t-statistic of —0.69, indicating that it is not statistically significant in this specification. The
negative coefficient also runs counter to the expected direction of the relationship. One plausible explanation
is the high degree of collinearity between outcome disclosure and the verifiable-claim share: the two variables
have a correlation coefficient of 0.833. Consequently, the specification may have limited ability to distinguish
their separate associations with enrolment yield.

The direct group comparison provides complementary evidence. Institutions that publish graduate
employment outcomes convert, on average, 77.9 per cent of their offers into enrolments, compared with 55.8
per cent among institutions that do not publish such outcomes. The difference is substantial and is supported by
a Welch statistic of 5.32 with 16.3 degrees of freedom. By contrast, the same two groups show little difference
in reach conversion: institutions publishing graduate employment outcomes generate 27.6 applications per
million UZS of promotional expenditure, compared with 28.5 applications among institutions that do not, with a
Welch statistic of —0.37.

Taken together, these results are consistent with the distinction identified between reach and yield. Outcome
disclosure is associated with a substantial difference in enrolment yield between the two groups, whereas the
corresponding difference in applications generated per unit of promotional expenditure is small (Figure 3).

VERIFIABILITY AND THE DECISION TO ENROL

@ publishes employment outcomes ® does not publish

100%

80%

enrolment

yleld 70%

60%

50%

share of promotional claims a student can verify

Ten more points of verifiable claim share are worth 7.8 points of enrolment yield
Institutions publishing employment outcomes convert 77.9 per cent of their offers against 55.8 per cent for those that do not, with a Welch statistic of 5.32

The fitted line is specification Y2. Source: authors calculations

Figure 3. Enrolment yield against verifiable claim share. Institutions
publishing graduate employment outcomes are shown in green®

The enrolment ladder provides evidence that helps explain why higher promotional expenditure is not
associated with additional enrolments at the second stage once admission capacity is taken into account.

Offers increase less than proportionally with applications. The estimated elasticity of the logarithm of offers
with respect to the logarithm of applications is 0.797, with a t-statistic of 16.58 and an R? of 0.939. Thus, a
proportional increase in applications is associated with a less-than-proportional increase in offers. This pattern
is consistent with capacity constraints at the offer stage, including teaching capacity, accreditation-related limits,
and applicable admission quotas.

The same pattern is evident in specification E3. When promotional expenditure is included without the
number of offers, its estimated coefficient is 0.835, with a t-statistic of 12.67, indicating a strong positive
association with enrolments. Once the number of offers is included in the specification, however, the coefficient
on promotional expenditure declines substantially to 0.027, with a t-statistic of 0.54, and is no longer statistically
significant. By contrast, the estimated coefficient on offers is 0.992, with a t-statistic of 17.13, indicating an
approximately one-to-one relationship between offers and enrolments, conditional on the other variables
included in the model. The verifiable-claim share also remains positively and statistically significantly associated
with enrolments, with an estimated coefficient of 0.011 and a t-statistic of 8.80 (Figure 4).
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WHERE EACH INSTRUMENT ACTS ON THE FUNNEL

0.914 0.797
t =207 16.58 below one

yield 69.3%
offers times yield

Promotional spend Applications Offers Enrolments
E 95,900 E

Promotional spend on yield

Applications convert into offers at an elasticity of 0.797, so g, and the only instrument acting on the final stage is the share of claims

Net of offer capacity the promotional 7 with t = 0.54. Source: authors calculations

Figure 4. The funnel with the estimated coefficient on
each stage. Sector totals are shown inside each box"

The mechanism suggested by these results is therefore not that students are unresponsive to promotional
activity. Rather, promotional expenditure is associated primarily with an earlier stage of the conversion process
whose downstream output is constrained by admission capacity. Additional applications may therefore encounter
capacity constraints and not translate proportionally into additional enrolments. At the final stage, the remaining
margin is the proportion of offers that are accepted and converted into enrolments. On this margin, promotional
expenditure shows no statistically significant association, whereas the verifiable-claim share exhibits a strong
positive association.

Applied to the panel as a whole, the estimated coefficient implies that a ten-percentage-point increase in
the verifiable-claim share would correspond to 3,533 additional enrolments on the existing offer base of 45,300,
assuming that the estimated association holds and that the offer base remains unchanged. This calculation does
not require additional promotional expenditure. A direct comparison with the amount of promotional expenditure
that would be required to generate an equivalent increase in enrolment yield cannot be reliably calculated from
the present estimates. The estimated coefficient of promotional expenditure on yield is 0.0029, with a t-statistic
of 0.26, and is therefore not statistically distinguishable from zero. Consequently, the estimates do not provide
a statistically reliable basis for calculating an expenditure-to-yield conversion rate.

The results provide an empirically testable formulation of the economic nature of educational services that
extends beyond their conventional descriptive characteristics.

The findings are consistent with the importance of credence attributes in the sense developed by Darby and
Karni [6]. Because such attributes are difficult to verify independently, promotional statements concerning them
may provide prospective students with limited opportunities for direct confirmation. The observed composition
of promotional communication is consistent with this interpretation: 48 per cent of claims are classified at the
maximum verifiability distance, whereas only 9 per cent can be independently verified before an enrolment
commitment is made. This informational structure also has parallels with the asymmetric-information framework
developed by Akerlof [1]. Within the present analysis, independently verifiable claims may function as more
credible informational signals because they allow prospective students to compare promotional statements with
observable evidence. Institutions possessing the corresponding attributes may therefore have greater scope to
substantiate such claims through independently verifiable information.

The distinction between the application and enrolment stages is central to the empirical findings. At
the application stage, prospective students may compare a relatively broad set of institutions while facing
comparatively low commitment costs. Promotional volume may therefore influence institutional visibility and the
likelihood that an institution enters a prospective student’s consideration set. Consistent with this interpretation,
promotional expenditure is strongly associated with applications, whereas the verifiable-claim share shows no
statistically significant association at this stage. At the enrolment stage, however, prospective students already
hold an offer and face a more consequential commitment. Verifiable information may consequently become
more relevant to the final decision. The strong positive association between the verifiable-claim share and
enrolment yield is consistent with this interpretation.

The structural results provide additional context for this stage separation. Offers increase with applications
at an estimated elasticity of 0.797, implying a less-than-proportional relationship. This pattern is consistent
with capacity constraints that limit the extent to which additional applications can translate into additional offers
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and, ultimately, additional enrolments. Promotional expenditure may therefore generate additional applications
without producing a proportional increase in final enrolments. Across the institutions represented in the panel,
total promotional expenditure amounts to UZS 5,618 million, while the results indicate that the relationship
between promotional expenditure and final enrolment is substantially attenuated once the number of offers is
taken into account.

An important alternative explanation must also be considered because the present research design
cannot exclude it. Institutions with stronger graduate outcomes may also be more willing to publish information
about those outcomes. The verifiable-claim share may therefore partly reflect underlying institutional quality
rather than independently influencing enrolment yield. Under this interpretation, prospective students could be
responding to underlying quality characteristics that are correlated with verifiability rather than to verifiability
itself. If so, increasing the number of verifiable claims without corresponding differences in the underlying
institutional attributes would not necessarily produce an increase in enrolment yield. This possibility limits the
extent to which the observed association can be interpreted as a causal effect or directly translated into policy
recommendations.

Two findings provide additional context for this alternative explanation, although neither resolves the
identification problem. First, the two disclosure groups show little difference in reach conversion, with a Welch
statistic of —0.37. This pattern is consistent with the possibility that verifiability is particularly relevant at the
commitment stage rather than functioning solely as a general indicator of institutional quality. However, it does
not by itself rule out the quality-based explanation. Second, the relationship is observed continuously across
the verifiable-claim share rather than solely as a discrete difference associated with the disclosure indicator.
Again, this pattern is informative but not sufficient to establish causality.

A stronger causal test would require exogenous variation in disclosure or verifiability. For example, a
uniformly implemented disclosure requirement that applies independently of institutional outcomes could
generate variation suitable for examining whether changes in the availability of verifiable information are
followed by changes in enrolment yield. Such a design would provide a stronger basis for distinguishing the
effect of information verifiability from the influence of underlying institutional quality.

Four additional limitations should be considered when interpreting the results.

First, the promotional-claim classification was conducted by the authors. Researcher judgement may
therefore influence the coding process, particularly if broader impressions of an institution inadvertently affect
the classification of individual claims. Future research could address this limitation through independent coding
by assessors who are blinded to institutional enrolment outcomes, combined with formal tests of inter-rater
reliability.

Second, the association between the verifiable-claim share and enrolment yield is exceptionally strong,
with a correlation coefficient of 0.968. In a cross-sectional sample of twenty institutions, a relationship of this
magnitude warrants careful interpretation. It may reflect the proposed relationship between verifiability and
yield, but it may also be consistent with both variables being associated with an unobserved institutional
characteristic. Additional observations and research designs capable of addressing potential omitted-variable
influences would therefore strengthen the evidence.

Third, the panel is cross-sectional and comprises twenty higher education institutions within a single
national context. The admissions framework, including applicable admission quotas and other capacity-related
arrangements, forms part of the institutional environment in which the relationships documented in Section 4.5
are observed. Consequently, the structural findings may differ in higher education systems where institutions
have greater flexibility in determining their own intake. Comparative evidence from other institutional settings
would help establish the external validity of the results.

Fourth, enrolment yield is measured at the institutional level rather than at the programme level. Because
enrolment patterns may vary substantially across programmes within the same institution, institution-level
aggregation may conceal important within-institution heterogeneity. Programme-level data would allow future
research to determine whether the observed relationships remain stable across fields of study and different
types of academic programmes.

CONCLUSIONS AND RECOMMENDATIONS

This article examined the economic nature of educational services and the distinctive characteristics of
their promotion using data from twenty anonymised higher education institutions in Uzbekistan.

The findings suggest that the informational characteristics of educational services, particularly the
importance of credence attributes, provide an important complement to the conventional description of services
in terms of intangibility. Only 9 per cent of the promotional claims examined can be independently verified by
prospective students before an enrolment commitment is made, whereas 48 per cent fall within the category
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with the greatest verifiability distance. Across the zero-to-three scale, the mean verifiability distance is 2.12.

The empirical results reveal a clear distinction between the application and enrolment stages. At the
application stage, promotional expenditure is strongly associated with the number of applications. Its estimated
elasticity is 0.914, with a t-statistic of 20.72 and an R? of 0.960. By contrast, the verifiable-claim share shows
no statistically significant association with applications, with an estimated coefficient of —0.002 and a t-statistic
of —0.81 in the specification in which it is first introduced.

At the enrolment stage, a different pattern emerges. When promotional expenditure is considered without
the verifiable-claim share, its estimated coefficient is 0.0834, with a t-statistic of 2.95. Once the verifiable-claim
share is introduced, however, the coefficient on promotional expenditure declines to 0.0029, with a t-statistic of
0.26, and is no longer statistically significant. The verifiable-claim share has an estimated coefficient of 0.0078
per percentage point, with a t-statistic of 12.90, while R? increases from 0.326 to 0.938. Consistent with this
pattern, institutions publishing graduate employment outcomes convert, on average, 77.9 per cent of their
offers into enrolments, compared with 55.8 per cent among institutions that do not publish such outcomes, with
a Welch statistic of 5.32. By contrast, the corresponding comparison for reach conversion shows little difference
between the two groups, with a Welch statistic of —0.37.

The structural analysis provides additional context for this separation between the two stages. The
estimated elasticity of offers with respect to applications is 0.797, indicating that offers increase less than
proportionally with applications. This pattern is consistent with capacity constraints at the offer stage. Moreover,
once the number of offers is included in the enrolment specification, the coefficient on promotional expenditure
declines to 0.027, with a t-statistic of 0.54, and is no longer statistically significant. These findings suggest
that the association between promotional expenditure and final enrolments is substantially attenuated once
admission capacity is taken into account.

The estimated relationship between verifiability and enrolment yield is also economically substantial. A
ten-percentage-point increase in the verifiable-claim share is associated with a 7.8-percentage-point increase
in enrolment yield. Applied to the existing offer base of 45,300 within the panel, this association corresponds to
approximately 3,533 additional enrolments, assuming that the estimated relationship holds and that the offer
base remains unchanged. Because the estimated coefficient of promotional expenditure on enrolment yield is
0.0029, with a t-statistic of 0.26, the present estimates do not provide a statistically reliable basis for calculating
a comparable expenditure-to-yield conversion rate.

Overall, the findings indicate that promotional intensity and information verifiability are associated with
different stages of the student conversion process. Promotional expenditure is closely associated with application
generation, whereas verifiable promotional information is more strongly associated with the conversion of offers
into enrolments. These results support treating reach and enrolment yield as analytically distinct outcomes and
highlight the potential importance of independently verifiable information in higher education promotion. Given
the observational and cross-sectional nature of the data, however, these relationships should be interpreted as
associations rather than definitive causal effects.
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