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Introduction

MBA programs are unique among other higher
degree programs because it has become common
practice for applicants to have at least two years of
work experience, if not more, before enrolling. As
such, enrollment in traditional MBA programs
carries an intrinsic opportunity cost as time in school
can mean a two-year hiatus from the workforce. The
decision to enroll in an MBA program is a wager by
the individuals that the earnings after receiving the
degree will outpace the earnings gained had they
not left the workforce. We seek to discover what
factors contribute to MBA student’s immediate postgraduate success as defined by their earnings in
their first job after graduation. We hypothesize that
out of all the variables we control for, cost of tuition
and years of prior work will have the largest impact
on the outcomes of business school as measured by
median base salary in the first year after graduation.

Background
Prior studies evaluated several important variables
that impact outcomes for business school students:
• Salary: hierarchical regressions show that
obtaining an MBA has a statistically significant
effect on current salary, the percentage change in
salary, and the number of promotions received by
the worker1.
• Pre-MBA Experience: business school students
with 4 years of work experience earn more after
the MBA than those with 12 years experience
2
prior to enrollment .
• Program Selectivity and Ranking: the financial
returns to attending top-ranked institutions are
3
increased by 19% .
• Curriculum: factors like curriculum and classroom
4
learning are considered somewhat irrelevant .

Data & Model

Our data comes from three sources: the Which MBA
Rankings published annually by The Economist, the
employment reports published by each school, and
the Census Bureau.
Median base salaryit = ß0 + ß1geographyit + ß2tuitionit
+ ß3class sizeit + ß4average ageit + ß5work
experienceit + ß6work experience2 it + vi +ui
The dependent variable is the median base salary
for university i in the first year after graduation in
year t, measured in dollars, and this equation is
modeled to examine the impacts of six independent
variables on median base salary: geography, tuition,
class size, average age of students, work experience,
and work experience. Finally, the model includes
dummy variables to control for the fixed effects of
each year from which the data originates,
represented by the variable vi.

Results

Conclusion

When examining the impact of an MBA program on
an individual’s first-year salary, excluding bonuses
and other compensation, it is clear that there are
three characteristics that influence our dependent
variable: tuition, class size, and age. Geography,
work experience prior to enrollment, and dummy
variables for the years do not have statistically
significant impacts on future earnings. MBA
candidates could infer from this study that in order
to earn the most money, they should simply enroll
in the largest, most expensive business school on
this list at either 27 or 28, regardless of how many
years of work experience they have or where the
school is located. However, given the recent sharp
negative turn of the economy due to the COVID-19
pandemic, further research will need to be
conducted to discover whether these variables all
continue to impact the outcome of median base
salary the same way they did over the last 5 years
during the tail end of the US economy’s longest
expansion on record.
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