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ABSTRACT
Previous research in quantifying the effects of the widely popular Business Week
graduate business school ranking on its users and stakeholders were not
comprehensive in encompassing the programs that are not ranked in the top tier and in
examining the different aspects of its influences. This paper adopts a more thorough
approach in studying the effects of the changes in rankings on 22 variables related to
admission outcomes, student quality, school demography, pricing policies and
placement success. While it is not surprising that the Business Week ranking affects
people’s perception and behavior, the analyses here uncover effects of substantial
magnitude on some variables, especially when the ranking of an institution moves
across the three different tiers.
Falling ranking may put a school under serious financial distress due to shrinking
enrollment and reduction in tuition income. While the school only increases the indirect
price discount such as grant and scholarship aid when its ranking drops within the 1st
tier, it has to be much more aggressive in attracting additional students from its declining
applicant pool through direct tuition cut when it plummets to the 2nd or 3rd tiers. Besides,
the resulting entering class is of slightly lower quality, as measured by its mean values of
GMAT scores, undergraduate GPA, work experience and pre-MBA salary. Surprisingly,
the career prospect of recent graduates is only adversely affected when a program
plunges to a lower tier in the rankings; it appears that falling in the rankings within the 1st
tier is actually favorable to their career placement. In addition, the cost of a program not
being ranked in the media rankings are heavily borne by its recent graduates as their
career prospect will be greatly impaired.
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Chapter 1:
Introduction
The Master of Business Administration (henceforth MBA) market has been
growing steadily over the years from 3,280 degrees awarded in 1955 to 127,545
degrees granted in 2002 (see Figure 1) 1; the average annual growth rate is
approximately 5.6%. Besides being one of the most popular and fastest growing
degrees in America, the MBA industry is highly dynamic and continuously changing
because graduate business schools have to keep abreast of the latest development in
the vibrant and constantly evolving business world. On the supply side, the number of
graduate business schools has increased from 370 in 1974 to more than 800 in 19992.
The popularity of and demand for the MBA programs are fueled by the prospect
of improved career and earnings. According to Graduate Management Admission
Council (GMAC)3, graduating MBA students averagely earned $61,302 prior to entering
the MBA program and expect to earn $86,350 after graduation --- a 41% increase4.
However, entering a graduate business school is rarely an easy decision due to the high
associated cost; an average 2-year MBA student incurs over $122,300 in tuition and lost
earnings and accrues a debt of more than $27,6005. Thus, selecting the right MBA
programs has become a critical task.
Publications that rank MBA programs, which was first introduced in 1980s and
since then have mushroomed, claim to assist prospective MBA students in selecting
programs and making schools more responsive to the expectations of students and
corporations. These media rankings have grown not just in numbers but also
importance. For illustration, we can consider Johnson Graduate School of Management
(Cornell University) that was not included in the 1987 top business school ranking
published by U.S. News & World Report (henceforth USNWR) but was ranked fifth
nationally in 1988 by Business Week (henceforth BW). According to the Johnson
1

Source: Digest of Education Statistics 2004, Table 278: Earned degrees in business conferred by degreegranting institutions, by level of degree and sex of student: Selected years, 1955-56 to 2002-03
2
See p. 7, Green & Reingold (1999)
3
GMAC, which is best known as the provider of Graduate Management Admission Test (GMAT), serves the
entire management education community through a variety of products, services and industry initiatives
4
Source: Global MBA Graduate Survey 2006, p. III-5
5
See p. 107, Hindo (2002)
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School’s associate dean, James W. Schmotter, their enrollment increased more than 50
percent in 19896. In addition, Bednowitz (2000) concluded empirically that BW and
USNWR business school rankings affect admission outcomes, pricing policies and
placement success. Fee, Hadlock and Pierce (2005) showed that if a dean goes from
the 75th percentile of performance (an increase in the rankings of two) to the 25th
percentile of performance (a drop in the rankings of two), the probability of his or her
departure over the two-year turnover period increases from 15.5% to 31.7%.
Corley and Gioia’s (2000) confidential interviews with 26 business school insiders
(deans, MBA program directors and public relations officers) reveal that “there was
uniform agreement that the rankings were a manufactured form of competition”. The
Association to Advance Collegiate Schools of Business (AACSB)7 appointed a task force
in 2005 to investigate the impact of the rankings on the accredited schools and
members. They concluded that “the impact of media rankings on business schools
haven’t been completely positive” (Duncan et. al., 2005) since schools spend an
extraordinary amount of time and resources preparing data for media surveys and many
have reallocated resources to activities that can enhance its ranking but have little to do
with quality, such as marketing campaigns, luxurious facilities for a small number of MBA
students and concierge services for recruiters.
Media rankings receive mixed responses from business schools. While the
students of Kellogg School of Management (University of Northwestern) “erupted into
cheers when the Kellogg School was named No. 1 and celebrated with a champagne
toast” (Abramson, 2004), Wharton School (University of Pennsylvania) and Harvard
Business School declined to provide data for The Economist’s rankings in 2004 (Meglio,
2005). Besides, the media has precipitated a barrage of criticisms of graduate business
education from faculty and deans (see, e.g. DeAngelo, DeAngelo and Zimmerman
(2005), Holstein (2005), Ghoshal (2005), Bradshaw (2005), Pfeffer and Fong (2002,
2004), and Zimmerman (2001)).
It appears that even though these rankings may be artificial quality measure,
people believe that they are important, and thus, are influenced by them; this is a
6

Source: Chronicle of Higher Education (1989), p. 10
AACSB is the premier accrediting agency for bachelor’s, master’s and doctoral degree programs in
business administration and accounting
7
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remarkable manifestation of W.I. Thomas’8 observation that “If men define situations as
real, they are real in their consequences”. A natural question arises: How significant are
these consequences or effects? As mentioned earlier, Bednowitz (2000) quantified the
effects of BW and USNWR business school rankings on 14 variables related to
admission outcomes, pricing policies and placement success. However, he could not
manage to uncover any statistically and economically significant effects on several
important variables such as total enrollment, placement rate, average starting salary,
tuition level, and pre-MBA salary. Besides, some other interesting variables such as
applicant level, full time enrollment, part time enrollment, percentage of foreign students,
and so forth were not examined. He also restricted his study to the top institutions only.
The objective of this paper is to build on Bednowitz’s (2000) work and investigate
the impact of business school rankings more closely with more data by extending the
period of study from 10 years (1988-1998) to 16 years (1988-2004) and by incorporating
the institutions that are not ranked as top tier. A total of 22 variables related to
admission outcomes, student quality, school demography, pricing policies and
placement success were examined. This paper also explores the effects on the schools
that are not ranked by the media.
The analyses here focus on the BW ranking only because Bednowtiz (2000)
found that the effects of the BW and USNWR rankings are similar but the BW ranking
tends to have somewhat more statistically significant results. This is reasonable since
the BW ranking is the oldest among all existing business school rankings and BW
specializes in assessing business schools while USNWR publishes rankings for various
fields. Furthermore, the London Times (1999) refers to the BW rankings as “Oscars of
American Business Education” and “Bible for prospective students”. Corley and Gioia’s
(2000) confidential interviews with business school insiders also confirm that BW is one
of the “most visible and important rankings”. Econometrically, the BW data are easier to
handle because the BW ranking depends mainly on survey results while other rankings
such as the USNWR ranking have inherent endogeneity problem since these rankings
are based on the variables under study such as GMAT scores and undergraduate GPA.
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William Isaac Thomas was an American sociologist; he is noted for his pioneering work on the sociology of
migration and for his formulation of what became known as the Thomas theorem, a fundamental law of
sociology: “If men define situations as real, they are real in their consequences”.
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Chapter 2:
Overview of Graduate Business School Rankings
As mentioned in the previous chapter, there exist other media rankings for MBA
programs besides those published by BW and USNWR. This section presents an
overview and brief history of graduate business school rankings in America. The most
prominent of which are from: BW, USNWR, The Financial Times, Forbes, The Wall
Street Journal and Economist Intelligence Unit9. Most of the information reported below
was obtained from Miller (1988)10.
Prior to the existence of these media rankings, peer ratings method was used to
establish the general reputations of professional schools with a particular group. For
example, Brooker and Shinoda (1976) conducted a survey of the department chairmen
of colleges and universities holding membership in the AACSB to determine the rankings
for five functional areas of graduate study for business. Another popular approach was
page count in selected professional publications. For instance, Burch and Henry’s
(1974) citation analysis was based on an extensive selection of publications related to
business education and research.
The first media ranking for graduate business schools was produced by Standard
and Poor’s (S&P) Compmark division, which ranked schools based on the number of
graduates who were top business executives (i.e. presidents, vice presidents and
directors). The survey was done in 1976, 1980 1982, 1985 and 1987, which was the
last. The top three positions were consistently dominated by Harvard, New York
University (NYU) and Columbia.
In 1985, Brecker and Merryman (BM), Inc., a New York consultant in human
resource management and communication, surveyed 250 of the largest industrial and
service companies to find out how corporate recruiters that employ many MBAs perceive
and rate the different graduate business schools. 134 companies responded, ranking
Kellogg (Northwestern University) first, Wharton (University of Pennsylvania) second and
Harvard third. Another survey performed by Louis Harris & Associates (LHA), Inc., for

9

A subsidiary of The Economist and its ranking is published in a book titled “Which MBA?”
See p. 10-14, Miller (1988)
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BW magazine in 1985 indicates that Harvard was the best business school, followed by
Stanford and Wharton; this ranking was published in 1986.
A survey done in 1987 by Heidrick & Struggles (HS), a national executive
recruiting firm, of 220 chief executives of large companies, provides another business
school ranking. Harvard was voted first, Stanford second and University of Chicago
third. In the same year, USNWR surveyed the deans of nationally recognized business
schools as to which were the leading graduate business schools. Of 232 deans
surveyed, the magazine received responses from 131. The first three schools ranked as
follows: Stanford, Harvard and Wharton.
In 1988, Barron and Economist Intelligence Unit published their own guide to
graduate business schools but they did not construct their own ranking and merely
reported the rankings prepared by others that are mentioned above. BW, on the other
hand, published its first ranking based solely on the poll of recent graduates and
corporate recruiters. This ranking gained popularity quickly and prompted BW to publish
its first “Guide to the Best Business Schools” in 1990. Since then, BW has been
publishing a new edition of this guide every two years. A more detailed discussion about
the BW ranking will be provided in the next chapter of this paper.
USNWR adopted a new ranking methodology in 1990 and has been updating its
ranking annually. Around the turn of the 20th century, four more media rankings joined
BW and USNWR to study and compare the quality of the graduate business schools
from different perspectives. The Financial Times introduced its first ranking in 1999,
Forbes in 2000, The Wall Street Journal in 2001 and Economist Intelligence Unit in
2002. Figure 2 shows a timeline of the major development in business school rankings.
Due to the proliferation of business school rankings, prospective students have
various information sources to help them in the school selection process since each
ranking employs different methodologies and approaches; for this same reason,
business schools are overwhelmed with data reporting as the information required by
each media ranking is not standardized. Table 1 provides a summary of the six most
prominent media rankings mentioned in the beginning of this chapter.
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Chapter 3:
Business Week Ranking and Its Flaws
BW publishes one of the most influential and prominent rankings for MBA
programs. Its ranking is vastly different from those provided by the others because it is
primarily based on survey responses from recent graduates and corporate recruiters
(even though BW has started to incorporate business schools’ reputation for academic
research in its ranking since 2000). This section discusses the methodology used by
BW and the movements in the rankings over the years. In addition, the reasons why the
BW ranking is an imperfect measure of the true quality of business schools are also
investigated here.
BW has been conducting surveys of graduates and recruiters every two years
since 1988. The results are usually released in October through BW magazine and its
website; a complete, updated “Guide to the Best Business Schools” is then published in
the following year. However, the first guide was issued in 1990 instead of 1989 and no
updated guide has been published since 2004. The methodology of the survey has
been modified significantly over the years and the descriptions provided in the following
paragraphs reflect the current practice of BW as detailed on its website.
A web-based survey that consists of 50 questions is sent to recent graduates.
The questionnaire covers topics such as teaching quality, learning environment,
application of technological tools, course integration, job placement efforts, teamwork
among classmates, emphasis on analytical skills, leadership training, overall satisfaction
with the program and so forth. For each question, the students rate their school on a
scale of 1 to 10. The survey results of the current graduating class count for 50% of a
school’s total student satisfaction score; the results from the prior two bi-annual surveys
count for 25% each. Then, David M. Rindskopf and Alan L. Gross, professors of
educational psychology at City University of New York Graduate Center, analyze the
data to verify the poll’s integrity. Once the student poll data are certified, the scores
received a 45% weight in the overall ranking. Table 2 reports the survey response rate.
Similarly, corporate MBA recruiters are invited to fill out an online survey.
Recruiters are asked to rate their top 20 schools according to the quality of a business
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school's graduates and their company's past and present experience with its MBA
students. Each school's total score is divided by the number of responding companies
that recruits from the school. The survey results from the previous two rankings are
incorporated in a similar fashion to that of the student survey. The three recruiter polls
account for 45% of the final ranking. Table 2 reports the survey response rate.
Finally, BW calculated each school's intellectual capital rating by tallying faculty
members' academic journal entries in 20 publications such as the Journal of Accounting
Research and the Harvard Business Review. BW also searches The New York Times,
The Wall Street Journal and Business Week, and adds points to a school if its
professor's book was reviewed there. The scores are then adjusted for faculty size. The
final intellectual capital score accounts for 10% of a school's final grade. Based on the
final grades, schools are categorized into three tiers and only those in the top tier are
given a numerical rank between 1 and 30. After 1994, the schools in the third tier are no
longer listed in the guide but are reported on the BW website.
A total of 67 business schools have been surveyed and reported since 1988.
See Table 3 for a brief summary of these schools. Some of these schools do not appear
in every bi-annual ranking and the top tier positions have been expanded from top 20 in
1988 to top 30 in 2002. Table 4 shows the historical rankings of each school from 1988
to 2004. Figure 3 provides an alternative view to the year-to-year ranking changes for
the top tier schools. From this figure, it appears that most changes are small (between 3 and +3) except for a few outliers. Interestingly, there were more schools staying
constant in their rankings in 1998, 2000 and 2004 compared to the other years. Figure 4
confirms that about 70% of the changes are indeed within -3 and +3. Notice that the
histogram is rather normal. For an illustration of the inter-tier changes, refer to Table 5.
Since the inception of the BW ranking, there has only been one school that jumped from
the third tier into the first tier: Georgia Tech College of Management was in the third tier
in 1998 and ranked 30th in 2000 after BW expanded its top tier positions from top 25 to
top 30. The most significant impact on this school was its yield rate which rose to 60%
from a percentage normally in the lower 50s.
From Corley and Gioia’s (2000) confidential interviews with business school
insiders, it seems that the rankings are not perceived to be “a bona fide representation of
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the quality of a business school” but “an artificial reputation measure”. Tracy and
Waldfogel (1994) proposed a reasonable standard for a ranking procedure: “Ranking
should be based on measurable criteria that are comparable across programs.” The BW
ranking totally violates this principle. The questions posed in the graduate survey are
usually dependent on highly individualized criteria. For example, the 1998 survey
included the following questions: “Do you believe your MBA was worth its total cost in
time, tuition and lost earnings?” and “Overall, how did the quality of teachers compare
with others you have had in the past?”. The responses to these questions are highly
subjective depending on one’s expectations and past experience. Furthermore, each
student normally only attends one MBA program, and thus, does not have any objective
benchmark for his or her responses. Consequently, the BW graduate scores across
institutions do not necessarily reflect any differences in the programs themselves.
Comparison of the rankings from year to year is also not meaningful because the
structure of the ranking procedure has been changing in terms of the number of
questions in the survey (see Table 2) and the predetermined weights. The recruiter
survey suffers similar problems.
It is not until recently that the weight on each component of the BW ranking has become
so transparent. Prior to 2000, it was not clear how BW combined the graduate and
recruiter surveys in producing the final ranking, which was not a simple average but
based on “a statistical technique” that “reflects the relative performance of the schools in
each poll”11. No detail about this statistical technique was reported; lacking of
transparency in this regard adds significantly to the arbitrary nature of the end results.
The use of predetermined weights casts another question: How are they established?
The weights assigned are highly arbitrary and they are not decided upon by the ranking
users and stakeholders, which consist of current and prospective students, recruiters,
alumni, school administrations, faculty and donors.
Besides, unlike opinion pollsters that report the accuracy of their polls, BW never
disclose the statistical noise problem with its rankings, as criticized by DeAngelo,
DeAngelo and Zimmerman (2005). Moreover, if the media surveys capture meaningful
changes in program quality, one should observe a statistically detectable correlation
among ranking changes. Yet studies have found no such correlation between the
11

See p. 78-79, Byrne (1988)
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ratings changes of BW and USNWR (Dichev (1999), Fee, Hadlock and Pierce (2005)).
This suggests that the rankings might probably be more statistical noise than true quality
measure.
While BW has been trying to improve its ranking methodology and poll’s integrity
over the years, there are still flaws inherent in the procedure, which are common among
other rankings. Being the major “consumers” of MBA programs, graduates and
recruiters are probably the best sources for insider information but it is unbelievable that
they can provide unbiased responses that are useful for comparing different programs
objectively. An overview of the movements in the rankings over the years was given in
this section and further expositions of other data used in the analysis of this paper will be
presented in the next chapter.
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Chapter 4:
Data Descriptions
Various data related to selectivity, program’s popularity, student quality, school
demography, cost of program, and career placement were used in the study of this
paper. The data used in the analysis presented in Chapter 6 were originated from BW
publications only while those in Chapter 7 were also obtained from other media sources.
The eight editions of the BW rankings guide, “Business Week Guide to Best
Business Schools”, contain numerous detailed data for the 67 schools ranked. The BW
website12 is the primary source of data for the 2004 ranking since the ninth edition of the
guide was not published. All the data for the 3rd tier schools from 1996 to 2002 were
derived from this website because they were not included in the guides. The BW
magazines dated March 24, 1985 and November 28, 1988 provides the business school
data of 1985 and 1988 respectively. In addition, Barron’s “Guide to Graduate Business
School” published in 1988 contains the data of 1987 and Economist Intelligence Unit’s
“Which MBA?” published in 1990 includes the data of 1989. The data prior to 1988 was
primarily used in the analysis in Chapter 7 while the data after 1988 was employed in the
study in Chapter 6.
Table 6 shows a summary of the variables used in the analysis. Notice that the
values of meanpay, tuition, prepay and loans are adjusted to the 1988 dollar so that the
effects on them in real terms can be studied. Data for some variables do not exist for
every year; a summary of the availability of these data is presented in Table 7. Since
the data of different variables tend to move together over the years, Table 8 displays the
correlation table for all the variables listed in Table 6. The variables rank and applicant
are most highly negatively correlated with a correlation coefficient of -0.8513 whereas
one of the most highly positively correlated variables are applicant and meanpay (even
though rank and recrank are more highly positively correlated but they are not as
interesting since rank is derived from recrank through the BW ranking procedure;
similarly for enroll and parttime). These observations are not surprising because
prospective students are attracted to the more highly ranked schools and also to the

12
13

http://www.businessweek.com/bschools/
Since 1 is better than 10, a drop in the rankings means an increase in the numerical value of rank
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schools that offer higher expected salary upon graduation.
For the summary statistics of all the data series mentioned, refer to the box plots
in Figure 5. Interestingly, while meanpay has been fluctuating over the years in real
terms, tuition has been rising in real terms with an average bi-annual growth rate of
6.6%. Besides, meanpay, jobs and offers took a noticeable drop in 2002 after the 9/11
terrorist attack that led to the slowdown in the economy. From Figure 5, it seems that
business schools have become more and more diverse as the percent of foreign
students has almost doubled over the 12-year period from 1988 to 2000. Business
schools also appear to have been more attractive to the more senior working adults
since both age and workexp have been trending upward. Surprisingly, overall
enrollment in full time, part time, distance and executive MBA programs for the schools
ranked by the BW has been staying roughly constant over the years from 1988 to 2004
despite that the master degrees in business granted by all the schools in the U.S. have
been increasing steadily as shown in Figure 1. Another interesting observation is that,
unlike gpa, gmat has been rising with an average bi-annual growth rate of 1.1%. This is
probably due to the abundance of GMAT preparatory programs that have mushroomed
over the years.
Finally, a panel data of 67 schools for nine years with 509 unique observations
was assembled for the study in Chapter 6. The analyses in Chapter 7 involve different
data structures and will be discussed in detail later on.
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Chapter 5:
Models and Methods
While BW asserts that its ranking reflects the true quality of business schools,
some believe that the changes in the rankings are merely statistical noise inherent in the
ranking procedure as explained in Chapter 3. However, it is generally agreed that
ranking imposes a self-fulfilling effect on business schools in the sense that resources
flow to schools which are highly ranked. As stated precisely by Corley and Gioia (2000),
“if a school drops precipitously in the rankings, the proximal effects are that quality
students no longer apply for admission, prestigious companies no longer recruit from the
school, and external funding becomes harder to obtain, thus leading to the distal effects
that the school admits lower-quality students, soon experiences less successful
placements and attracts fewer resources for creating new programs”. The econometric
models employed in the analysis of this paper are based on this intuition.
The model used here is similar to those developed by Bednowitz (2000) and
Ehrenberg and Monks (1999). This paper hypothesizes that the ranking users of current
period refer to the ranking published in the previous period when making relevant
decisions. For instance, the entering class of 2000 would have made use of the ranking
published in 1998 in selecting schools. Thus, the ranking from the year before each
guide is published affects the statistics released in each guide. Specifically, the
following statistical relationship was studied and reported in the next chapter:
Xi, t = β0 + β1 Xi, t-1 + β2 ranki, t-1 + β3 dum2ndi, t-1 + β4 dum3rdi, t-1
+ institutional dummiesi + year dummiest + εi, t

(1)

where Xt represents the variables listed in Table 6
Fixed effects estimation method was employed to analyze the panel data
discussed in the previous chapter. More accurately, the dummy variable regression
method was used as it is evident from specification (1) above. To manage the scaling
issue with certain variables namely applicant, enroll, loans, meanpay, parttime, prepay,
and tuition, the following functional form was adopted when studying these variables:
log(Xi, t) = β0 + β1 log(Xi, t-1) + β2 ranki, t-1 + β3 dum2ndi, t-1 + β4 dum3rdi, t-1
+ institutional dummiesi + year dummiest + εi, t
(2)
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These models and methods are appropriate since they are effective in handling
the problem of time-constant omitted variables. The binary dummy variables control for
yearly effects and also effects attributable to the nature of each institution. The lagged
dependent variable acts as a proxy for the historical factors that cause current
differences in the dependent variable. Considering the variable meanpay, it is certain
that many other factors, such as the prevailing condition of the labor market and the type
of companies typically recruiting at a particular school, affects the average starting salary
of that school’s graduates; unbiased and consistent estimates for the coefficients can
still be obtained even though these factors are not explicitly included in the model
because the time-fixed effects absorb the effects of labor market changes that are
common to all schools.
Besides, the dummy variables dum2nd and dum3rd are included to capture the
results of inter-tier movement in the rankings. As mentioned in Table 6, the ranking for
the schools in the 2nd and 3rd tiers are given the value of the last position of the 1st tier
for the years they are ranked. For example, the 2nd and 3rd tiers schools in 1988 are
given a value of 20 since BW listed top 20 schools in the 1st tier. Consider a school that
was ranked in the 2nd tier in 1988. The equation for that school is:
log(Xi, t) = β0 + β1 log(Xi, t-1) + β2 * 20 + β3
+ institutional dummiesi + year dummiest + εi, t

(3)

So, the effective rank of a 2nd tier school in 1988 is: 20*β2 + β3. In other words, the
regression treats the rank of all 2nd tier schools the same. Similarly, the equation for a
3rd tier school is:
log(Xi, t) = β0 + β1 log(Xi, t-1) + β2 * 20 + β4
+ institutional dummiesi + year dummiest + εi, t

(4)

Thus, it is clear that the coefficient on these two dummy variables indicate whether an
institution that falls out of the 1st tier experiences changes in admission outcomes,
student quality, school demography, pricing policies and placement success that are
significantly different from the school ranked last in the 1st tier.
The models and methods here only apply to the study in Chapter 6 since those
used in the analyses presented in Chapter 7 are different due to the different data
structure involved and will be discussed in detail later on.
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Chapter 6:
Results
Using the models and methods discussed in the previous chapter, 22 variables
related to admission outcomes, student quality, school demography, pricing policies and
placement success were analyzed carefully to quantify the self-fulfilling effects of the BW
ranking on the ranking users and stakeholders. Table 9 to 13 presents the results of the
analyses and the original regression outputs can be found in the appendix of this paper.
The results will be discussed in the order of the category listed above. To obtain a
sense of the significance of the effects in terms of magnitude, refer to Figure 5 when
interpreting the results explained below. It should be noted here that the effects reported
on the variables with dollar unit are in real terms.

Admission Outcomes
The first column of Table 9 demonstrates that a single-position drop in the
ranking of a program results in a statistically significant increase of 0.388% in that
program’s acceptance rate (i.e. accept). The average acceptance rate for the
institutions in the sample for the 16 years measured is 33.6%. So, the increase is
approximately 1.2% of the sample mean. This effect may be considered as substantial
especially for the top rank schools since they usually have low acceptance rate. For
instance, if Stanford fell in its ranking by one spot in 1998, its acceptance rate would
increase from 7% to about 7.4%. On the other hand, if Owen Graduate School of
Management (Vanderbilt University) dropped in its ranking by one spot in 2004, its
acceptance rate would increase from 68% to 68.4%, which is much less noticeable
compared to that of Stanford. Interestingly, there is no difference between being ranked
last in the 1st tier and falling to the 2nd and 3rd tiers in terms of the change in acceptance
rate.
It is important to realize that acceptance rate comprises two components: total
number of applicants (i.e. applicant) and the number of applicants who are admitted (i.e.
accept*applicant). The third column of Table 9 shows that a one-slot decline in ranking
decreases the size of the applicant pool of a program by 2.1%. The average number of
applicants for the sample is 1830; 2.1% of this number is about 40 applicants. While
descending from the 1st tier to the 2nd tier does not have any effect on the applicant level,
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