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Abstract

What do applicants take into consideration when choosing a high school? To what

extent do schools contribute to their students’ academic success? To answer these

questions, we model students’ preferences and obtain average valuation placed on each

school. We then investigate what drives these valuations by carefully controlling for

endogeneity using a set of creative instruments suggested by our model. We find that

valuation is based on a school’s location, its selectivity as measured by its cutoff score,

value added and past performance in university entrance exams. However, cutoffs affect

school valuation an order of magnitude more than does value added.

JEL classification: I20, I21
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“The C student from Princeton earns more than the A student from Podunk not mainly

because he has the prestige of a Princeton degree, but merely because he is abler. The golden

touch is possessed not by the Ivy League College, but by its students.”

Shane Hunt, “Income Determinants for College Graduates and the Return to Educational

Investment,” Ph.D. thesis, Yale University, 1963, p. 56.

1 Introduction

In much of the world, elite schools are established and very often subsidized by the

government. Entry into these “exam” schools is based on performance in open competitive

entrance exams. Applicants leave no stone unturned in their quest for higher scores on these

entrance exams, creating enormous stress. The belief seems to be that getting into these
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