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INTRODUCTION

he job market for MBA:s is strengthening rapidly after several sluggish years

and is set for improvement during 2005, according to the most recent survey

of employers conducted by the Graduate Management Admission Council®
(GMAC?®). The annual GMAC® Corporate Recruiters Survey found that recruiting and hiring
activity will increase sharply this year, reflecting a widespread sense among hiring manag-
ers and executives that the economy is in better shape than it has been in any year since the

survey was first conducted during the 2001-02 hiring season.

The objectives of the annual survey are to gather information that graduate business
school professionals, MBA students, and prospective students can use to gauge the job
market and better understand MBA employers’ expectations; to gather information MBA
employers can use to develop recruiting and hiring plans; and to provide comprehensive
data business school professionals and employers can use to benchmark their MBA

recruiting practices against.

Key findings of the survey include—

* Recruiters are planning to visit more campuses this year than they did

last year, raising the chances for students to land jobs before graduation.

* Companies are planning to hire more MBA graduates in 2005 than they
did in 2004.

* Small and large firms alike are prepared to offer equally strong
compensation packages, although smaller companies are more likely to

tie a bigger chunk of pay to performance.

* The number of companies who reported that hiring restrictions prevented
them from hiring new MBA graduates fell by a significant margin in

2004, a sign that the economy is on an upward trajectory.

* MBA graduates that participate in an internship have a better chance of

getting jobs, especially in certain industries, such as health care.
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THE JOB MARKET

Economic Conditions and Their Effects
on Recruiting Plans

ver the past few years, the

percent of respondents stat-

ing that the economy is weak
slowly declined, from a high of 99% in the
2001-02 survey to 82% in the 2003-04
survey—a statistically significant decease.
This year’s survey shows a dramatic decline
in the percent of respondents stating that
the economy is weak. Slightly more than
half of the respondents (55%) stated that
the economy is weak—a 33% decrease
from the previous year. Although last year’s
survey indicated a change in recruiters’
opinions, this year represents a significant
turnaround in the perception of recruiters,
from a feeling that the economy is weak to
a sense that it has greatly improved.

In addition to the decline in the percent

of respondents stating that the economy
is weak, there is a drop in the percent who
state that the economy is constraining their
recruiting plans (Figure 1). In 2001-02,
69% of respondents who stated that
the economy is weak also stated that the
economy constrained their recruiting plans,
compared with only 30% this year. As the
data indicate, MBA recruiters’ assessment
of the economy has noticeably improved
over the past few years, in terms of the
overall economy and its effect on recruit-

ing plans.
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The economic conditions are having
differing effects on the various industry
groups. Respondents in the high-tech
(68%)) and health care (72%) industries
are significantly more likely than respon-
dents in the finance industry to state that
the economy is weak. Furthermore, over
half of respondents (52%) in the high-
tech industry feel that the economy is
constraining their recruitment efforts. This
is significantly higher than in the finance
and consulting industries, where 21% and
18% of the respondents, respectively, feel
that the economy is holding back their re-

cruitment activities.

Corporate Recruiting Plans

verall, about four-fifths (82%)

of the companies surveyed have

plans to visit school campuses to
recruit new MBA graduates in 2005. Large
companies (96%) are significantly more
likely than small companies (63%) to have
plans to visit school campuses to recruit
new MBA graduates in 2005. On the
whole, companies plan to visit more school
campuses in 2005 (9.3 on average) than
in 2004 (8.5 on average —a statistically
significant increase in recruiting activity
(Figure 2). Additionaﬂy, the respondents
say they will personally visit more school

campuses in 2005 than in 2004—3.2

Economy weak
== Constraining
recruiting plans

82%
50% 55%
30%

2003-04 2004-05

Figure 1: Opinion of Economy and its Effect on Recruiting Plans
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There is a widespread sense
among hiring managers and
executives, especially in the
finance and consulting sectors,
that the economy is in better
shape now than it has

been in since 2001.
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THE JOB MARKET

Demand for new MBA:s is up,
across industry type,
world region and company size.
Recruiters plan to visit

more campuses this year.

2y

campuses in 2005, on average, compared
with 2.6 campuses in 2004.
Interestingly, the increase in the number

of school visits planned for 2005 is consis-
ceees tent across all types of industries, all regions
of the world, and all sizes of companies.
This is an exciting time for graduate busi-
ness schools and their graduating students.
Following a few years of a sour economy, it
is readily apparent from the responses that
the economy is sweetening. This improve-
veeee ment should be noticeable in the coming
year. Schools that have seen a decline in the
number of companies visiting their campus-
es over the past few years should see an im-
provement this year compared with last year.
To increase further the number of recruiters
visiting their campuses, graduate business
schools can reach out to recruiters who have
not visited their campus in the past few
years but who previously paid a visit. Some
additional outreach on the part of career
services to companies that have not visited
their schools in a while can bear fruitful re-

sults, according to the survey data.
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For graduating students, this year is a
turn-around from previous years, where a
soured economy constrained recruitment
plans at a majority of companies. Three
years ago, more than two-thirds (69%) of
companies stated that the economy was
constraining their recruitment plans com-
pared to less than one-third (30%) this
year. This means that graduating students
this year should have the opportunity to
meet and interview with more companies
on their campuses than graduating stu-

dents Of the past few years.

New MBA Graduate Hires

he increased confidence in the

economy also appears to be

having a positive effect on the
number of new hires among the companies
represented by the respondents (Figure 3).
At most levels of the companies—depart-
ment level, local offices, regional offices,
and national offices—the respondents

report an increase in the planned number
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Figure 2: Average Number of Schools Companies Plan to Visit
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Figure 3: Average Number of New MBA Graduate Hires
(with 95% confidence interval)

of new MBA graduate hires for 2005
compared with 2004. These increases
in the estimated number of new MBA
graduate hires are statistically significant;
the employment prospects for new MBA
graduates seeking new positions in 2005
are better than in previous years.
Hiring Mix

he hiring mix' estimated for

2005 is slightly different com-

pared with the actual hiring mix
in 2004 (Figure 4). Who are the winners
and casualties? Direct-from-industry hires
are the sole casualty in the 2005 estimated
hiring mix. In 2004, direct-from-industry
hires accounted for 45% of all new hires,
but in the 2005 estimate, the figure is
only 39%—a 13% decrease that is sta-
tistically significant. The winners include
MBA graduates, other graduates, and
undergraduates. MBA graduates increased
their percent in the hiring mix by 16%—a
significant increase at the 92% confidence
interval—from 19% to 22% of all new

hires.

Other

graduate Direct-from-

industry

MBA
graduate

Undergraduate

Figure 4: Hiring Mix: Comparison of
Actual 2004 and Estimated 2005

The decrease in the number of direct-
from-industry hires is reflective of the
change in the economic assessments of the
recruiters. Companies tend to hire more
from this category and fewer from the re-
cent graduate category when they perceive
a down economy—and reduce their entry-

and mid-level managerial hiring.

THE JOB MARKET

MBA graduates represent a
16% larger share of the hiring mix
in the 2005 survey — growing
from 19% to 22% of all new hires.
Companies project more openings
for MBAs, and fewer for

direct-from-industry hires.

'In order to calculate the hiring mix for each company, the number of hires was summed across the four sources for each respondent providing complete data at a particular level. Then the percent contribution of each source was calculated for each respon-

dent. These percentages were averaged across respondents to determine the overall hiring mix. This process has the effect of equally weighting mix data from companies that are of different sizes.

CORPORATE RECRUITERS SURVEY « 2005
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THE JOB MARKET

Company Level

Department Local Office Regional Office National Office Offices Worldwide
Job Area (n=161) (n=131) (n=101) (n=239) (n=101)
Accounting® 12% 19% 22% 25% 37%
Consulting 19% 33% 27% 22% 27%
Entrepreneurship 4% 5% 3% 4% 6%
Finance* 41% 44% 46% 58% 67%
General Management™ 12% 13% 23% 23% 36%
HR/ Organization Management® 4% 10% 9% 11% 23%
Information Technology/ MIS* 11% 15% 12% 13% 37%
Marketing* 36% 21% 22% 46% 40%
Operations and Logistics™ 17% 13% 16% 21% 34%

Responses may add to more than 100% due to multiple selections
=005

Table 1: Job Areas Company Hired New MBA Graduates in 2004, by Company Level

Job Areas Filled in 2004

ompanies that reported hiring

MBA graduates (Table I) for of-

fices worldwide were significantly
more likely than respondents reporting just
for their department to hire accounting
positions and HR/ organization manage-
ment in 2004. Additionally, respondents
reporting for offices worldwide hired for
finance, information technology, and op-
erations/logistics positions more than all
other company levels. Nearly twice as many
respondents in offices worldwide hire for
general management positions compared
with respondents at the department or local
office level. Hiring for marketing positions
is significantly more likely among national

offices than local or regional offices.

6 © 2005, Graduate Management Admission Council®. All rights reserved.

Impact of Internships on the Hiring of
MBA Graduates

verall, almost a third (31%) of
MBA graduates hired in 2004
served as interns at the compa-
nies where they landed permanent jobs. The
industries where this trend was particularly
strong include—
¢ the healthcare industry (48% of MBA
graduates hired in 2004 were interns);
* the manufacturing industry (37% of MBA
graduates hired in 2004 were interns); and
* the fiance industry (34% of MBA gradu-
ates hired in 2004 were interns).

The consulting industry was significantly
less likely than other industries to have hired
MBA graduates who were interns; only 19%
of the MBA graduates hired in this sector
were interns at companies where they were
accepted jobs.

Small companies, with fewer than 500
employees, were significantly less likely than
mid-sized companies (500—9,999 employees)
and large companies (10,0004 employees) to
have hired MBA graduates that were interns
(24%, 37%, and 32% of the new MBA
graduate hires, respectively).

CORPORATE RECRUITERS SURVEY « 2005



Graduating students who have not partici-
pated in an internship face limitations when
searching for a job, given that in 2004 one
in three positions were filled by new MBA
graduates who were interns with the com-
pany where they accepted jobs. This suggests
that MBA students who plan to seek new
positions after graduation should participate
in an internship—the internship provides
a greater chance of obtaining a job, as the
data imply. New MBA graduates who did
not participate in an internship have fewer
employment options—they are limited to
two-thirds of the hiring field. This is even
more pronounced in the healthcare industry,
where almost half of all positions were filled
with new MBA graduates who interned at
the same company where they landed a job.
These findings suggest that the impact of
internships on employment after graduation
is considerable and advantageous to the new
MBA graduate.

For companies, internships act as a pro-
longed courtship. By placing an individual in
the work environment before offering them a
permanent position, companies reduce their
risk of hiring ineffective and inefficient em-
ployees. The prolonged courtship period of
an internship allows companies to gather
first-hand information about the work hab-
1its, knowledge, skills, and abilities potential
employees bring to the table.

The positive impact of internships on
employment opportunities is reiterated
in many of the respondents’ comments.
Examples of these comments follow.

* “We are always looking for eager stu-
dents to intern each semester and eventu-
ally hire”

* “Please encourage MBAs to get intern-
ships and ‘real-world’ work related expe-
rience. It is easier to pay the salaries they
command with some experience on their

ot
resumes
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* “We place a high emphasis on recruits with
internships or actual valuable experience”

* “For full-time MBA students, the sum-
mer internship is critical as it provides a
mechanism to ‘test drive’ the MBA can-
didate prior to extending an offer”

* “MBAs need to have internships in the
field they wish to work post-graduation.

Networking is essential for landing jobs.”

Starting Annual Salary

verall, the estimated starting an-

nual salary for MBA graduates

for 2005 is $78,040 (Figure ).
The range of estimated salaries for 2005
runs from a low of $25,000 to a high of
$150,000. While the differences between
salaries for adjacent years are not statistically
significant, the differences between starting
annual salaries for alternate years are signifi-
cantly different.

Overall, the estimated total compensa-
tion package for a new MBA graduate hire in
2005 is $96,657, which includes annual sal-
ary and additional compensation. A majority

of companies offer a benefits package (84%)
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$77,066
$77
3
2 $75
H $73,859
o
=
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Figure 5:
Estimated Starting Annual Salary
for MBA Graduates

THE JOB MARKET

Almost a third of MBA graduates
hired in 2004 had served

as interns at the companies

where they landed permanent jobs,

a trend that was especially strong

in healthcare, manufacturing,

and finance.
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THE JOB MARKET

There’s no significant difference
in total compensation
by company size,
though smaller companies

tend to tie reward to results.
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Small

I Annual Salary
Additional Compensation

$98,283
$92,425

$12,879 $17,784
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Company Size

Figure 6: Starting Total Annual Compensation, by Company Size

as a part of their additional compensation.

Additionally, more than half of the compa-
nies offer a moving allowance (61%) and a

performance-based bonus (56%)).

The estimated starting annual salary for
MBA graduates in 2005 is significantly low-
er among small companies ($73,191) com-
pared with mid-sized companies (§79,546)
and large companies ($80,499). Although
small companies plan to offer lower starting
salaries than other companies to new MBA
hires in 2005, when additional compensa-
tion is accounted for, there are no significant
differences in the total annual compensation
of new MBA graduate by company size
(Figure 6).

© 2005, Graduate Management Admission Council®. All rights reserved.

Why are small companies, in terms of
total compensation, paying more than other
companies are? Each individual’s potential
impact on the bottom line is magnified at
smaller companies because these firms have
fewer employees. By tying a larger portion
of compensation to results, small compa-
nies provide an incentive to employees to
place particular emphasis on the company’s
success—if a company’s results are weak,
employee earnings are diminished. The data
show that small companies are significantly
more likely than other companies to offer
their new MBA graduate hires commissions
and year-end bonuses, meaning they offer
larger additional compensation packages

compared with larger firms.

CORPORATE RECRUITERS SURVEY « 2005




Reasons for Not Hiring MBA Graduates
in 2004

bout one in five respondents (21%)

report that their company did not

hire new MBA graduates in 2004,
which is not significantly different than the
percent that did not hire new MBA gradu-
ates in 2003 (23%). There is a significant
change in the reasons why companies did not
hire new MBA graduates in 2004 compared
to the reasons given in 2003. The greatest
change in the reasons for not hiring occurred
for items that classify as hiring restrictions
(Figure 7). Although some companies still
had hiring restriction, companies were sig-
nificantly less likely in 2004 compared with
2003 to state that the company is in the
process of reducing headcount, that there is
a hiring freeze in the company, and that they
anticipated limited company growth. These
data are consistent with the dramatic increase
in the respondents’ positive assessment of the
economy.

The most-cited reason for not hiring new
MBA graduates in 2004 is that recruiting
resources were allocated to experienced hires
direct from industry (34%). On the plus side
for individuals with MBAs, 38% of new direct-
from-industry hires in 2004 had MBAs.

2003
B 2004
25%
22%
o
20% 18%
15%
9
15% 13%
o
10% 8%
7%
5%
0%
Reducing Hiring freeze* Limited
headcount* company
growth
*p<0.05 anticipated*

Figure 7: Reasons for Not Hiring
MBA Graduates in 2004
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Underlying Reasons for Not Hiring

statistical factor analysis was con-

ducted to determine the associa-

tion of items to each other. This
helps provide a better understanding of
the underlying reasons companies had for

not hiring new MBA graduates in 2004.

Six factors were derived from this analysis,

including—

* Companies had hiring restrictions in
place, including a company-wide hiring
freeze and a reduction in the current
headcount

* Companies obtained MBA talent by
sponsoring their current employees in
MBA programs

* MBA entry-level salary demands are too
high, and companies allocated their re-
cruiting resources to hiring undergraduates

* Companies state that they can not find
the appropriate MBA candidate to fill
the positions available, even though the
recruiting resources were not diverted
to direct-from-industry-hires, as was the
case for 34% of companies

* The timing of openings did not match
the availability of the MBA graduates,
even though MBA skills are critical to
company

* Companies made offers to MBA gradu-
ates that were not accepted
One item that is disadvantageous to

graduating MBAs searching for jobs is

among companies that state they did

not hire new MBA graduates because

they obtain their MBA talent through

the sponsorship of current employees in

MBA programs. However, this is a positive

indicator for graduate business schools.

Data from the 2004 mba.com Registrants

Survey conducted by GMACP provides

additional insight for graduate business

schools; it reveals that the most powerful
contributor to matriculating in an executive

MBA programs is the planned financing

of a student’s education through corporate

reimbursement and sponsorship programs.

THE JOB MARKET

In 2004, fewer companies
cited hiring restrictions as a
barrier to MBA employment.

About one-third of companies
allocated recruiting resources
to experienced hires direct
from the industry, many of whom
already have MBA:s.

© 2005, Graduate Management Admission Council®. All rights reserved.



THE JOB MARKET

Among companies that did not hire
new MBA graduates, the manufacturing
industry (15%) had the highest number
of respondents who stated that their
company obtains MBA talent through
corporate sponsorship programs, followed
by the products/services (8%), nonprofit/
government (7%), high-tech (6%), and
finance (6%) industries.

MBA graduates can overcome some
of the reasons respondents said they did
not hire MBA graduates in 2004. For
instance, some companies did not hire
MBA graduates because they had unre-
alistic entry-level salary demands. One
respondent stated that “schools are telling
soon-to-matriculate and recent graduates
[that] their MBAs are worth an exceedingly
high first year salary.” Another respondent
stated, “U.S. MBA graduates need to bet-
ter understand what their potential earn-
ings are—especially as they start out their
careers,” and another respondent stated
that “students who complete their MBAs
expected a high raise in income for posi-

tions they have no experience in.”

Realistic expectations
are important. Among companies
hiring new MBA graduates,
48% hired for entry-level positions,
63% for mid-level positions,
12% for senior-level positions and

only 5% for executive positions.

l 0 © 2005, Graduate Management Admission Council®. All rights reserved.

Among the companies that did hire new
MBA graduates, 48% hired for entry-level
management positions and 63% hired for
mid-level management positions. Only
a small percent of companies that hired
MBA graduates in 2004 hired for senior-
level (12%) and executive positions (5%).
Armed with this data, graduate business
schools can help realign the salary de-
mands of MBA graduates by making sure
their students have realistic expectations—
especially considering that the majority of
positions filled are entry- and mid-level
management slots.

Additionally, some companies could
not find appropriate MBA candidates to
fill the available positions. Although these
companies are seeking MBA graduates
to fill positions in their companies, they
did not hire in 2004 because, presumably,
the applicants did not have the appropri-
ate skills for the open positions. Business
schools can help alleviate this barrier to
employment by developing curricula that
encourages students to develop hands-on
experience. For example, one respondent
said, “Tell the schools that increasing op-
portunities for their students to actually
learn to apply what they are taught before
they graduate is the most beneficial edu-
cational effort [schools] can make. . .real-
ity-based project requirements, mandatory
internships.” Other respondents state that
schools should better tailor their curricu-
lum to fit the needs of the specific indus-

tries.

CORPORATE RECRUITERS SURVEY « 2005



The Skills Companies Seek in MBA
Graduates

hen hiring new MBA gradu-

ates, companies seek candi-

dates with specific skills and a
certain level of proficiency with those skills.
In the 2003—-2004 Corporate Recruit-
ers Survey, recruiters were asked the skills
companies find attractive and the skills that
companies feel MBA graduates need to
strengthen. This year’s survey provides gen-
eral guidance as to the level of proficiency
sought by companies for these skills (Figure
8). Each recruiter who hired MBA graduates
in 2004 was asked to rate the level of profi-
ciency sought on a scale that included basic
level (1), intermediate level (2), advanced
level (3), and expert level (4—)

Graduate business schools are succeeding
in teaching students the “hard” skills needed
to be successful in business. For instance,
companies find that the MBA graduates
hired excel in analytical thinking, quantita-
tive skills, and the ability to integrate in-
formation—as reported in the 2003-2004
Corporate Recruiter Survey. However, the
“soft” skills, including oral and written
communication, interpersonal skills, and the
ability to adapt, are areas where MBA hires
require additional development. Companies
are seeking MBA graduates that have at-
tained an advanced level of proficiency in
these “soft” skills. It is therefore imperative
that graduate business schools enhance their
curriculum to ensure that students reach a
higher level of proficiency in these areas.

Companies seek employees with an ad-
vanced ability to think strategically, a skill
that companies find highly attractive but
feel that MBA graduates need additional
development. Graduate business schools
are succeeding in improving their student’s
ability to think strategically, according to a
self-assessment among graduating MBA stu-
dents. However, MBA alumni feel that they
need further strengthening in their ability
to develop a strategic plan. There appears to

CORPORATE RECRUITERS SURVEY « 2005

be a gap between the knowledge of creat-
ing a strategic plan and its implementation. v 0000
Therefore, graduate business schools should
augment their instruction with additional
practical exercises in the development and, communication,

specifically, the implementation of strategic interpersonal skills,

thinki-ng and Planning. | | adaptability—

This data, if shared with program direc-
tors and faculty, can help schools align
their MBA curricula with the needs of the
industries employing MBA graduates. By in those areas.
ensuring that MBA students master the

knowledge, skills, and abilities companies ceees
are seeking, graduate business schools ensure

that they provide their students an educa-

tion that will support them in their future

employment. In addition, students can use

this information to help focus their studies

to address their weaknesses and build upon

their strengths—and better align their edu-

cational experience with the needs of hiring

companies.
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Figure 8: Level of Proficiency Sought in New MBA Graduate Hires
For Each Core Competency
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Employers value “soft” skills—

and find that new MBAs

often require development
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RETURN ON INVESTMENT
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A knowledge of the differing
skill sets sought by eight
industries represented
in the survey can help
school staff guide students
as they tailor job searches
and resumés to showcase

their strengths.

Industry-Specific Skills

he following information can be

useful to career services as a tool

for counseling students about
the basic requirements sought by various
industries. For instance, the information
can be used to help students tailor their job
searches to match their strengths with the
requirements of the industry, as well as help
spotlight relevant knowledge, skills, and
abilities in their cover letters and resumés.

A factor analysis®, which produces a

composite of items, was conducted for
each of the industries represented among
the companies (consulting, energy/ utili-
ties, finance, healthcare, high tech, manu-
facturing, nonproﬁt/ government, and
products/services). Each industry has a
unique set of skills that are required of
MBA graduate hires. Some common re-
quirements among the industries include
a composite of analytical thinking and
quantitative skills; ethical conduct; and
people skills.

Consulting

Three factors are derived from the list
of skill proficiency levels sought by com-
panies in the consulting industry; the first
two factors can be defined as components
of consulting skills. The first factor is the
ability to integrate information and imple-
ment the results in the context of a specific
project. The second factor requires the use
of quantitative skills in the creative prob-
lem-solving process. The third factor is

ethical conduct of the MBA graduate hire.

Energy/Utilities
The factor analysis converged on § skill

components. The first factor is a complex
blend of analytical and quantitative skills
with communication skills and ethical
conduct, meaning that an MBA graduate
hire is required to communicate analytic
and quantitative information using the
highest ethical considerations in determin-
ing the information used in analysis. The
second factor is defined as teamwork: an
MBA graduate hire needs to be aware of
and sensitive to diverse cultures in order
to lead and manage projects with diverse
team members. Third, the ability to think
strategically about the integration of im-
perfect information in the decision-making
process is required in the energy/ utilities
industry. The fourth factor is the ability
to solve problems creatively in changing
situations—the ability to adapt. The final

factor is interpersonal skills.

?See Corporate Recruiters Survey: Comprehensive Report 2005, Methodology for a complete discussion of the statistical technique.

© 2005, Graduate Management Admission Council®. All rights reserved.

CORPORATE RECRUITERS SURVEY « 2005



RETURN ON INVESTMENT

Finance

Only two factors are derived for the
finance industry. First, a complex combina-
tion of analytical thinking and quantitative
skills and the ability to integrate informa-
tion is needed to creatively solve problems
in this industry. The second factor is the
ability to lead with an awareness of and

sensitivity to diverse cultures.

Healthcare

The factor analysis for the healthcare
industry extracts three individual skills that
are necessary in this industry. The three
skills that are exposed include the ability to
make decisions with imperfect information,

quantitative skills, and interpersonal skills.

High Tech

Four factors are derived from the analy-
sis for the high tech industry. First, the
ability to creatively solve problems and
make decisions with imperfect informa-
tion is necessary. The next factor is a single
skill, ethical conduct. Third, communica-
tion and interpersonal skills are required
for employment in the high tech industry.
Finally, the fourth factor is analytical
thinking and quantitative skills.

Manufacturing

The analysis for the manufacturing in-
dustry produced four factors. First, strategic
thinking and risk-taking is needed in imple-
mentation and project management. Ethical
conduct is the second factor. The third
factor is a composite of analytical thinking
and quantitative skills. The fourth factor is

communication and interpersonal skills.

CORPORATE RECRUITERS SURVEY « 2005

Nonprofit/Government

Four factors are extracted for the non-
profit/government industry. The first
factor is similar to the communication
and interpersonal skills uncovered for the
manufacturing industry, except that for the
nonprofit/government industry cultural
sensitivity and awareness is added to the
factor. Second, a composite of analytical
thinking and quantitative skills is needed
in this industry. The third factor is man-
agement skills, which include leadership
and project management. The fourth factor ceees
is the ability to adapt and change to new Analytical thinking

situation within an ethical framework. o .
v W w and quantitative skills,

Products/Services ethical conduct,

There are three factors for the products/ and people skills are

services industry. The first factor is people common requirements among
skills, including interpersonal skills and cul- . .
e d g mterp d the industries surveyed.
tural sensitivity and awareness. The second
. e . . o 0000
factor is an ability to think strategically.
Finally, the third factor is a composite of

analytical thinking and quantitative skills.

© 2005, Graduate Management Admission Council®. All rights reserved.
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When determining the
value of the MBA graduate,
companies cite most
often the employee’s
quality of work (80%),
productivity (73%),
promotability (64%) and
leadership skills (61%).

Return on the Investment in New MBA
Graduate Hires

he return on investment (ROI)

calculation is a measurement of

success. The ROI calculation in-
cludes two elements, namely the return and
the investment. Recruiters whose company
has an ROI process were asked to select
from a list of elements that they include
in each part of this equation (Return +
Investment = Measurement of Success
(ROI)).

What value does an MBA graduate de-
liver to employers? The value of a MBA
graduate is determined by the elements
companies use in calculating return. The
following list includes items cited by more
than half of the companies participating
in the survey—the dividends employers
expect to reap:
¢ the quality of the employee’s work

(80%);

* the productivity of the employee (73%);
* the promotability of the employee

(64%);

* the leadership skills displayed by the em-

ployee (61%);

* the retention of the employee for a spe-

cific length of time (55%);

* the satisfaction of the employee’s clients

and customers (54%);

* the management skills displayed by the
employee (52%); and

* the technical skills displayed by the em-
ployee (51%).

lI 4 © 2005, Graduate Management Admission Council®. All rights reserved.

RETURN ON INVESTMENT

Slightly less than one-third (30%) of
the respondents say that their company
includes the amount of new business gen-
erated in its calculation of the return, one
of the only items that is easily quantifiable
with a dollar figure.

The other half of the ROI equation is
the investment—the amount companies
are willing to spend to obtain the value an
MBA graduate brings to the workplace.

A majority of companies (85%) include
the salary of the new employee in the
calculation of their investment—3$78,040
on average. Two out of three (67%) com-
panies include the recruiting costs, which
average $12,073. Additional compensation
(63%) and signing and other one-time
bonuses (57%)) are also incorporated in
the calculation of the company’s invest-
ment—318,882 on average.

The total cost of a company’s invest-
ment in hiring a new MBA graduate is
calculated using the information gathered
about the average salary of new MBA
hires, the average spent in additional com-
pensation, and the average recruiting costs
respondents provided in the survey. Each
of these items is used only if the respon-
dent stated that their company included
these costs in their calculation of their
investment in hiring a new MBA graduate.
Due to the difficulty in calculating the dol-
lar value for managerial/ supervisor time
related to the start-up/training period for
a new employee and the decreased produc-
tivity during start-up, these items are not
included in the total cost.

On average, the amount spent to hire a
new MBA graduate is $92,133 plus the
managerial time and the decreased produc-
tivity during start-up. Two-thirds of the
cost of investment (67%) is derived from
the annual starting salary, 17% from the
additional compensation and bonuses, and

16% from the recruitment costs.
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Bottom Line for Schools (New MBAs)

nowing what the boss is looking

for alleviates anxiety in employees.

Additionally, graduate business
schools, armed with the knowledge of
what employers want, can guide their ad-
missions processes to identify candidates
who are likely to meet these requirements.
A student who will make an effective em-
ployee can be expected to exhibit the fol-
lowing traits.

Four out of five recruiters who measure
ROI state that the quality of an employee’s
work is measured. Companies seek em-
ployees who will add value to their busi-
ness. Similarly, graduate business schools
seek quality students who will add value
to their reputation. Additionally, compa-
nies that are pleased with the quality of
the graduates they hire can be expected to
return for more of the same in the future,
helping to cement a school’s relationship
with hiring companies.

Furthermore, the 2004 mba.com
Registrants Follow-Up Survey conducted
by GMAC® shows that schools benefit
from enrolling high-quality students
because prospective students consider
the quality of a school’s student body in
choosing whether to apply to or attend a
particular institution.

The appropriate use of resumé banks
will help companies invest their resources
most efficiently. By understanding the

wants and needs of hiring companies, ca-

CORPORATE RECRUITERS SURVEY « 2005

reer service centers can provide recruiters
the opportunity to conduct initial phone
interviews of candidates who have been
prescreened by the school. Through pre-
screening of candidates, companies can
narrow their selections and bring in for
turther consideration only those candi-
dates who have a high probability of being
hired. Career services professionals should
therefore not only seek to expand their
on-campus recruitment activities, but also
work with companies to develop off-cam-
pus recruitment opportunities.

Career service centers should develop
relationships with headhunters who spe-
cialize in various fields of business—45%
of companies include headhunter costs
in calculating the cost of recruiting a new
hire. This will provide graduating students
with additional options when searching for
a position, specifically in those industries
most likely to use headhunters—human
resource/ organizational management
(58%), accounting (55%), operations/ lo-
gistics (52%), general management (52%),
and marketing (49%).

ceceoe
To provide graduating
MBA students with
additional options,
career service centers
should develop relationships
with headhunters who
specialize in various

fields of business.

© 2005, Graduate Management Admission Council®. All rights reserved.
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70%
63%

60%
53%

50%

40% 38%

30%
20%
10%

0%
Full-Time MBA Part-Time MBA  Executive MBA

Figure 9:
Percent of Companies with Corporate
Reimbursement and Sponsorship Programs,
by MBA Program Type

Among the various industries,
companies in the manufacturing
sector are most likely to
reimburse or sponsor employees
in all types of MBA programs,
including full-time (48%),
part-time (84%) and
executive (33%) programs.

lI 6 © 2005, Graduate Management Admission Council®. All rights reserved.

Corporate Reimbursement and
Sponsorship Programs

orporate reimbursement and

sponsorship programs often are

a company’s way of developing
MBA talent from within the organization.
The corporate programs are a benefit for
employees as well as an asset for companies
that offer them. The survey examines the
rate of corporate reimbursement and spon-
sorship programs, in addition to investigat-
ing how companies measure their ROL
The investment side of the ROI equation
is essentially the employee benefit while the
return side of the equation amounts to the
company’s benefit.

As shown in Figure 9, among all com-
panies, 38% reimburse or sponsor em-
ployees for tull-time MBA programs, 63%
support employees for part-time MBA
programs, and 53% support employees
for executive MBA programs. The rate of
reimbursement and sponsorship for each
of these types of programs is significantly
different. Companies are most likely to
reimburse or sponsor employees for part-
time MBA programs, and they do this at a
significantly higher rate than for executive
MBA programs.
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Figure 10 presents the combined distri- ROl of Corporate Reimbursement and
bution of corporate reimbursement and Sponsorship Programs

sponsorship programs. Overall, only 29%

verall, about a quarter of com-

of recruiters say that their company does panes that have reimbursement

not reimburse or sponsor employees in or sponsorship programs mea- e0 000

any type of MBA program—meaning that sure their return on investment for MBA The consulting industr

71% do reimburse or sponsor employees programs (25% for full-time, 24% for Y

in MBA proorams. ) o . is the least likely,
prog part-time, and 26% for executive MBA

Among the various industries, compa- programs). Interestingly, although the also by a significant

nies in the manufacturing sector are most consulting industry is the least likely to margin, fo reimburse

likely, by a significant margin, to reimburse reimburse or sponsor employees for MBA

or sponsor employees

the most likely to measure ROI for each of in part-fime (39%) and

time (84%), and executive (73%). The the MBA program types. executive (33%)
consulting industry is the least likely, also

or sponsor employees in all types of MBA

programs, companies in this industry are

programs, including full-time (48%), part-

L . ) MBA programs.
by a significant margin, to reimburse or prog

sponsor employees in part-time (39%) and ceeee

executive (33%) MBA programs.

Full-Time & Executive Programs, 2%

Full-Time & Part-Time Programs, 6%

Part-Time & Executive Programs, 22%\
/Execuﬁve Programs Only, 3%

/ Part-Time Programs Only, 8%

/ Full-Time Programs Only, 4%

_—~ Do not
reimburse/sponsor
employees, 29%

All Program Types, 27%

Figure 10: Corporate Reimbursement and Sponsorship by Program
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RETURN ON INVESTMENT

On average,
the amount of reimbursement/
sponsorship provided for
full-time MBA programs is
$17,671 per year per employee,
$9,869 for part-time MBA programs
and $19,915 for executive
MBA programs.

The Return (Reimbursement/
Sponsorship Programs)

hen companies reimburse or

sponsor employees for MBA

programs, many are looking
to derive a benefit from their investment
in the employee’s education. The elements
that are included in the return part of the
ROI are shown in Figure I1.

More than four out of five companies that
measure ROI are expecting their employees
to improve their leadership skills (84%) and
management skills (83%)). Three-quarters
(75%) of the companies see the increased
promotability of their employees who
complete an MBA degree as a benefit; these
companies wish to develop their employees.
Improved work quality is cited as an ele-
ment in calculating their return by 70% of
companies that measure ROI By providing

employees education resources, specifically

Improved leadership skills
Improved management skills
Increased promotability
Improved quality of work
Increased refention rate
Increased productivity

Improved technical skills

Improvement in client/customer
satisfaction

Increase in ideas/patents

the pursuit of an MBA degree, companies
are looking to improve the retention of these
employees; 68% of companies include this
element in their calculation of the return.
Additionally, 63% of companies are looking
for increased productivity by their employ-

ees, and 54% are interested in improved

technical skills.

The Investment (Reimbursement/
Sponsorship Programs)

verall, approximately four out
of five recruiters say that their
company includes the amount
of reimbursement in their calculation of

the investment. On average, the amount of

reimbursement/sponsorship provided for
tull-time MBA programs is $17,671 per
year per employee, $9,869 for part-time
MBA programs, and $19,915 for executive
MBA programs.

84%

83%

75%

70%

68%

63%

54%

36%

28%

© 2005, Graduate Management Admission Council®

Increase in new business
generated

Increase in awards/recognition

Q
?

23%

10%

10% 20% 30% 40% 50% 60% 70% 80% 90¢

Figure 11: Elements in the Calculation of the Return
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Bottom Line for Schools
(Reimbursement/Sponsorship Programs)

even out of 10 companies sponsor

employees in MBA programs—a

large majority. It is therefore impera-
tive for graduate business schools to develop
ways to attract companies to their pro-
grams. For example, information sessions
to demonstrate how the school’s curriculum
matches the needs of a particular company
can be useful in conveying the value of the
MBA. First, however, understanding the skill
set sought by the industry—as shown previ-
ously—and the outcomes companies use to
measure their return can assist schools in
aligning their programs to the needs of the
business world.

For sponsorship programs, leadership
and management skills top the list of out-
comes companies are measuring. Innovative
ways to instill these skills are necessary to
compete for the scarce resources companies
have available to spend on their sponsor-
ship programs.

Graduate business schools can also work
with companies to develop suitable class
schedules, especially for small companies
that sponsor employees. More than half of
small companies calculate the time out of
the office in their investment calculation.
By working with sponsoring companies
to develop schedules that minimize time
away from the office—including evening
and weekend classes—graduate business
schools can develop a mutually beneficial
relationship with companies.

It is important for schools to convey
the value MBA graduates can bring to
companies. Inviting companies to informa-
tion sessions, campus Visits, and speaker
sessions, for example, can jump-start the
company—school relationship. The sym-
biotic relationship requires that schools
work within the demands of companies
that sponsor employees, and develop cur-
riculum and class schedules that meet their

requirements. Companies, on the other

hand, need only supply qualified MBA

CORPORATE RECRUITERS SURVEY « 2005

candidates to the schools. Developing life-
long learning opportunities for employees
can further fortify the relationship between
schools and companies.

Employers have different expectations of
the MBAs on their staffs depending on how
they received their degrees. Employees who
participate in a reimbursement,/ sponsor-
ship MBA program and earn their MBA
while on the job are essentially a known
quantity—their skills and abilities have been
observed and reviewed. New MBA gradu-
ate hires, on the contrary, are more of an

unknown quantity—their skills and abili-

Seven out of 10 companies
sponsor employees in
MBA programs.

It is therefore imperative
for graduate business schools
to find ways to attract

companies to their programs.

ties are only known through cover letters, eeeee

resumés, and brief interviews. The foﬂowing

table (Table 2) shows the differences in how

companies calculate their return for each of

type of MBA graduate, whether a new hires

or a sponsored employee.
New MBA hires, because they are essen-

tially unknown, are evaluated more often

than sponsored employees on the quality

of work they produce, their productiv-

ity, and the amount of new business they

generate. Employees who participated in a

company sponsorship program, who were

often seen as high—potential employees to

begin with, are evaluated on the premise

New MBA Hires Reimbursement/

ltem ! Sponsorship
Quality of work from employee* 80% 70%
Productivity of employee* 73% 63%
Promotability of employee* 64% 75%
Leadership skills displayed by employee* 61% 84%
Retention of employee for a specific length of time* 55% 68%
Satisfaction of employee’s clients/ customers* 54% 36%
Management skills displayed by employee* 52% 83%
Technical skills displayed by employee 51% 54%
Amount of new business generated* 30% 23%
Number of new ideas or patents* 12% 28%
Number of awards—or recognition received* 5% 10%

“p=0.05

Table 2: Comparison of the Elements Used in the Calculation of the Return Between
New MBA Graduate Hires and Reimbursement/Sponsorship Programs

© 2005, Graduate Management Admission Council®. All rights reserved.

RETURN ON INVESTMENT

19



SURVEY DEVELOPMENT
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Employers value quality
of work and productivity
for new MBA hires;
from employees who
participate in an
MBA sponsorship/reimbursement

program, they expect
enhanced leadership

and management skills.

that their MBA degree will increase the
probability that they can be promoted, and
instill improved leadership and manage-
ment skills. Using sponsorship programs
as an employee incentive shows employees
that their employer is interested in their
personal development, increasing the em-

ployer’s chances of retaining the employee.

Methodology

o develop the survey sample, all

GMAC® member schools and a

number of non-member schools
were invited to participate by providing
the names and e-mail addresses of ac-
tive recruiters for their MBA graduates
over the past recruiting year. Eighty-four
schools participated, representing a 29.0%
response rate among schools. A total of
1,691 recruiters completed the question-
naire, representing an [ 1.0% response rate.
Data received were analyzed using SPSS
(Statistical Package for Social Sciences,
version IZ), Frequency distributions were
examined for both topical and classifica-
tion questions and response categories for
some questions were collapsed to make

final analysis more robust.

© 2005, Graduate Management Admission Council®. All rights reserved.

Contact Information

or questions or additional informa-
tion regarding the study, please con-
tact the GMAC® Research and

Development department at

research@gmac.com.
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THE GMAC® SURVEY SERIES

he Corporate Recruiters Survey is one in a series of five annual or

bi-annual surveys produced by the Graduate Management Admission Council®.

The surveys are designed to explore relevant issues, offering data at various
depths, depending on the desire of the user and the participation of the school. Survey
summaries provide an overview of the data in addition to giving context for and implica-
tions of the research. They are frequently used to help drive strategic decision making
processes in graduate business schools. All survey executive summaries are available on the
Web (www.gmac.com/surveys). Print copies (as long as supplies last) are free upon re-
quest from the GMAC® Research and Development department at research@gmac.com.

Other surveys include— Global MBA® Graduate Survey
What do students think about the MBA

MBA.com Registrants Survey experience as they prepare to graduate?

Who is in the pipeline for a degree? Launched in 2000, this annual survey
What makes them decide to apply now or is conducted every February to provide
wait? Launched in 2003, this annual survey 2 comprehensive picture of who MBAs
tells who prospective students are (includ- ~ are and where they are headed after they
ing detailed profiles), how and why they graduate, as well as how they chose their
move through the pipeline, and what moti- schools and how satisfied they are with

vates them and gets their attention. their MBA education.
App’icaﬁon Trends 5urvey MBA Alumni Perspecﬁves Survey

How does a school’s application vol- What happens to MBAs after they
ume compare with that of other schools? gmduate and begin to evaluate the value
Since 1999, this annual survey has gath- of their degrees? Launched in 2001, these
ered comparative application data for the twice-yearly surveys follow MBA graduates
current and previous year from business long-term to understand their career pro-
school programs worldwide. gression, their expectations, their attitudes

about work, their assessment of their edu-

cation, and general market trends.

CORPORATE RECRUITERS SURVEY . 2005 © 2005, Graduate Management Admission Council®. All rights reserved. 2 l



Graduate

Creating Access to Graduate Business Education™

1600 Tysons Boulevard
Suite 1400

McLean, Virginia 22102
USA

surveys@gmac.com

Www.gmac.com/surveys

© 2005 Graduate Management Admission Council® (GMACE).
All rights reserved.

No part of this publication may be reproduced, stored in a retrieval
system, distributed or transmitted in any form by any means,
electronic, mechanical, photocopying, recording or otherwise,
without the prior written permission of GMAC®. For permission,
contact the GMAC® legal department at legal@gmac.com.

Creating Access to Graduate Business Education®™ is a service mark
of the Graduate Management Admission Council®. Global MBA®,

GMAC®, GMAT®, Graduate Management Admission Council®, and
Graduate Management Admission Test® are registered irademarks of

the Graduate Management Admission Council® (GMAC®).



	Corporate Recruiters Survey 2005
	Contents
	Introduction
	The Job Market
	Return on Investment
	Survey Development
	The GMAC® Survey Series
	Trademarks

