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ABSTRACT 

 

 In this thesis, I investigate the decision facing high-school baseball players: whether to 

accept a professional offer or attend college. At just 18 years old these prospects must make 

decisions that have massive financial implications. On one hand, signing a professional offer 

guarantees a significant signing bonus and the opportunity to pursue a major-league career. 

Athletes taking this direct-to-professional route often spend considerably more time progressing 

through the minor leagues than their college-attending counterparts. On the other hand, attending 

college provides 3 years of advanced training paired with both the educational and experiential 

values of college. However, college players are exposed to the risk of career-changing injury that 

could have severe financial consequences.    

This paper explores the relationship between the value of a professional offer and the 

value of a college education. It analyzes historical data ranging from 2001-2011 to determine the 

average signing bonuses offered in each round and compares those offers to the implied value of 

a college education in each given year. Further, it analyzes prospect behavior to determine the 

importance of the financial implications in the decision-making process. This study found that 

players drafted prior to the eighth round of the MLB draft will likely derive more value from 

accepting a professional offer. Consequently, players drafted in the eighth round or later should 

strongly consider choosing to attend college where they can develop their skills and increase 

their value prior to re-entering the draft in subsequent years.  

Additionally, this study found that an increasing proportion of players choose to forego 

their professional offer in later rounds indicating that financial implications are a significant 

component in the decision-making process.  
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Introduction 

On August 18, 2009 Stephen Strasburg, a 21-year-old left handed pitcher from San Diego 

State University signed a record-breaking deal with the Washington Nationals after being picked 

first in the 2009 Rule 4 draft. That deal, worth an approximate $15.1 million guaranteed, 

included a $7.5 million signing bonus (AP). Strasburg, who is highly touted as one of the best 

pitching prospects the game has ever seen, went undrafted upon graduation from high school. He 

openly admits that his success is a direct result of the skills he developed during his three years at 

San Diego State. In contrast, just two years later, a new record breaking deal was struck. Bubba 

Starling, a 19-year-old outfielder from Gardner Edgerton High School in Kansas signed a 

contract with the Kansas City Royals worth approximately $15 million, also including an 

astounding $7.5 million signing bonus. Starling, who was an All-State athlete in three different 

sports at Gardner Edgerton, turned down his offer from the University of Nebraska to play both 

baseball and football in hopes of fulfilling his Major-League dream (Cot’s Baseball Contracts). 

While the two examples outlined above are clearly exceptional circumstances, they 

illustrate an interesting topic within the baseball world: How good must a prospect be for the 

value of a potential Major League Baseball career to outweigh the value of a college degree? My 

hypothesis is that highly rated prospects, classified as those who will be drafted within the first 

six rounds of the Rule 4 First-Year Player Draft, will derive more value by choosing to forego 

college in pursuit of a major-league career. The opposite holds true for prospects with less talent 

and hype who are projected to be drafted in round seven or later.  

This paper explores the relationship between the value of a professional offer and the 

value of a college education. It analyzes historical data ranging from 2001-2011 to determine the 

average signing bonuses offered in each round and compares those offers to the implied value of 
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a college education in each given year represented by total cost of attendance. Further, it 

analyzes prospect behavior to determine whether financial implications are truly the driving 

factor in their decision-making process. Along the way I provide insight into compensation 

trends, data abnormalities, and projected case-by-case decision analysis intended for future 

prospects facing this dilemma.  

My paper begins with a review of previous literature surrounding the topic. It outlines 

previous methodologies for valuing college education and details where this study will 

differentiate itself. Following the literature review is a brief discussion of the relevant history 

behind Major League Baseball’s Rule 4 First-Year Player Draft, some of the nuanced 

characteristics of MLB versus other professional sports, and other important information 

supporting our various assumptions. After providing sufficient background, I outline my 

methodology and present my results and implications. Last, I review limitations of the study and 

suggest areas for further research on the topic. 

Literature Review 

Choosing between beginning a career or pursuing a college education is one of the most 

daunting tasks we can ask of today’s youth. Countless factors play into the decision and 

everyone’s situation is unique. While the decision is intimidating, the reality is that our society 

has developed in a manner that emphasizes the importance and value of a college education. 

Although the costs of secondary education have seen unprecedented growth in recent years, 

analysis shows that a worker with a college degree will experience more economic stability when 

compared to degree-less counterparts (Oreopoulos, 61).  In today’s world, the choice is typically 

black and white. If you have the capacity to both start and finish a degree program and you can 

afford the exponentially increasing costs, it is in fact financially prudent to do so. Various 
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valuation methodologies for determining the costs and benefits of a college education 

confirm that college increases economic stability in the long run. However, what prior studies 

fail to acknowledge is existence of various “exceptions” throughout our society. Notably, for the 

purposes of this study, talented teenage baseball prospects with highly lucrative pending signing 

bonuses.  

Prior research emphasizing these “exceptions” has varied extensively in both breadth and 

depth. Beginning in 1984 with Mr. Bill James, the father of Sabermetrics and data-driven 

baseball analytics. James examined draft data from 1965 to 1983 and concluded that college 

players were much more valuable than high school counterparts. He based these conclusions on 

historical data by analyzing the successes and failures of previous draft classes. His findings 

showed college players provide 84% more position-adjusted value than high school players. This 

insinuated that MLB teams are more successful when drafting college players and will therefore 

prefer young high school prospects to matriculate through the system via the college route. A 

similar study conducted by Rany Jazayerli in 2006 using data from 1984 to 2005 found a 

significant trend reversal. Jazayerli found that beginning in 1995 and ending in 2002, high school 

players comprised a significant majority of the top 100 draft picks indicating they are more 

highly valued and teams would prefer to purchase raw talent early and develop that talent within 

their own organization. Jazayerli hypothesized that the evolution of deep data analytics within 

baseball would further delineate our understanding of which type player is more valuable and his 

hypothesis has been supported over recent years. An even more recent study, conducted by 

Douglas Wachter of the University of Michigan, concluded that neither high school nor college 

players are uniformly more productive. His study analyzed draft results from 2002-2005 utilizing 

a statistic measure known as WAR or Wins Above Replacement. This measure is a relatively 
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recent introduction into the world of baseball analytics and represents an all-inclusive reference 

point for comparing players. Wachter’s findings simultaneously supported Jazayerli’s prior 

hypothesis while discovering that college draftees produce more value at defensively strenuous 

positions like Catcher, Short Stop and Third Base. High school draftees produce more value at 

less defensively strenuous positions like First and Second Base as well as Pitchers 

The prior studies listed above primarily serve Major League Baseball as they provide 

valuable tools for teams working to sign the best players. My study aims to serve players as it 

provides a great tool to help players understand their projected value. Winfree and Molitor’s 

2007 study “The Value of College” took the first step in addressing my intended audience by 

conducting an analysis of the financial implications that exist in the prospect versus team 

relationship. They investigated the effects of salary, bonus, round drafted and both major and 

minor league playing data on lifetime earnings potential. Utilizing draft data from 1965 to 1980, 

they hypothesized that players drafted in earlier rounds would achieve greater lifetime earnings 

through a professional baseball career than through college education. Their research supports 

this hypothesis as their analysis shows that players drafted prior to the 12th round of the MLB 

Rule 4 draft will achieve higher expected lifetime earnings by entering Major League Baseball 

after high school whereas players drafted after the 12th round will likely earn more by choosing 

to attend college after high school. In addition, Winfree and Molitor found that a player drafted 

before the 15th round who enters from high school will have a higher probability of eventually 

playing in the Major Leagues compared to college entrants.  

The divergence between prior research and this study is simplicity. The most applicable 

prior research, conducted by Winfree and Molitor, emphasizes the relationship between the route 

taken to MLB and expected impact on lifetime earnings. While their methodology provides valid 
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and useful conclusions, it convolutes the process by incorporating relatively subjective 

assumptions, an extended timeline, and highly detailed quantitative analysis.  Their study hinges 

on the vital assumption that players drafted out of high school will never choose to return to 

college. This assumption, although historically supported, is beginning to change as teams are 

negotiating contracts that offer college tuition as an additional incentive to sign following high 

school graduation. My research will simplify the equation by eliminating this assumption. By 

acknowledging that most top prospects are offered a guaranteed scholarship following the 

conclusion of their professional career, we can conduct analysis utilizing only signing bonus data 

in lieu of expected lifetime earnings. This is because we can assume that a player’s failed 

professional career will result in his return to college, thus putting his post-baseball earnings 

relatively in line with his peers, albeit a few years delayed. Additionally, if his professional 

career does not fail, we can inevitably assume that his decision to enter MLB was the correct 

decision and therefore minor and major league salary data are rendered irrelevant. 

Background 

History of MLB Draft 

The first-year player draft, otherwise known as the Rule 4 draft, is Major League 

Baseball’s primary mechanism for signing amateur players to professional contracts.  The 

qualified draft pool consists of three separate categories: high school graduates, college athletes 

who have completed at least three years or reached their 21st birthday, and junior college players. 

International players are ineligible for the Rule 4 draft as they are recruited through different 

processes. Started in 1965, the Rule 4 draft was initiated in an attempt to induce competition 

throughout the league. Prior to implementing the draft process, amateurs were free to sign with 

whomever they pleased which resulted in extreme talent consolidation to the teams with the 
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deepest pockets, most notably the New York Yankees. With the implementation of the draft, a 

drafting team has exclusive negotiating rights with a drafted player. Should the drafted player 

choose not to sign with his drafting team, that player cannot sign a professional contract with 

another team until he is redrafted in the following year’s draft thus eliminating any free-agency 

bargaining power. The draft takes place mid-season in the month of June and allows each of the 

30 major league teams to draft 40 full rounds in addition to 10 compensation rounds for teams 

that have lost players due to free agency. Ultimately, the result is nearly 1,000 draftees per year. 

Compare this to other major sports like the NFL and NHL whose drafts both last just seven 

rounds. Under the rules of the draft, the order is set as the reverse order of the standings from the 

preceding year. For example, the team with the worst record in 2015 would be awarded the first 

pick in the first round of the 2016 draft.  

Draft Strategy & Bonus Implications 

To conduct a proper analysis, it is important to understand the underlying fundamentals 

of MLB draft strategy. Historically, significant nuances in regulation have made the MLB draft 

much more complex than any other major professional first-year player drafts. One of these 

major nuances is a rule that states baseball prospects are not required to formally declare 

themselves eligible for the draft. Unlike the NBA and NFL, a player retains his amateur 

eligibility even after he has been selected by a major league team thus providing an additional 

source of bargaining power or leverage. As a result, teams are required to pick very strategically 

to ensure that they maximize the value of their draft picks. For example, a player who is 

projected to be the number one prospect in his graduating class will likely have very high and 

specific salary demands. As a result, the first few teams with picks in the draft may not have the 

financial resources necessary to make that kind of commitment thus allowing the number one 
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prospect to fall down the draft board and in theory, lose value. Previously, this is where we have 

seen the divergence of the MLB draft from other professional drafts. In the NFL and NBA, 

signing bonuses are directly related to the position in which a player is drafted. Pick number one 

will be guaranteed the highest bonus and so forth down the list. Historically, this has not been the 

case in baseball. Until recently, teams were provided with relatively vague signing bonus 

recommendations issued by the commissioner’s office. As can be expected, these 

recommendations went largely unheeded due a lack of necessary enforcement power by Major 

League Baseball. To establish some level of control over increasing bonus costs, Major League 

Baseball and the team owner’s set about restructuring the current deal to include significant 

restrictions on excessive spending.  

Collective Bargaining Agreements 

In 2007, Owners and the MLBPA signed a new collective bargaining agreement which 

went into effect prior to the 2012 season. Arguably one of the most significant changes in the 

new agreement relates to first-year signing bonuses. Under this new agreement, each individual 

pick will be allocated a specific maximum “slot-value”. For example, the first overall pick would 

be assigned a value of $7,790,400 while the second pick is assigned a value of $6,708,400 and so 

forth down the list. These slot-values are attributed to each pick in the first ten rounds of the 

draft. Each team then determines their “bonus pool” which comprises the slot-value of each pick 

they are eligible to make throughout the first ten rounds. Teams then set about signing each of 

their subsequent picks. If a team fails to sign one of their picks they forfeit the slot-value of that 

specific pick. However, if a team signs a player for an amount less than their allocated slot-value, 

they can allocate that excess across the rest of their bonus pool. For example, if the New York 

Yankees have a designated bonus pool of $10 million and fail to sign their first-round pick who 
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was allocated a slot-value of $2.5 million dollars. They are required to subtract $2.5 million from 

their bonus pool leaving only $7.5 million to allocate across the rest of their picks. However, if 

the Yankees were successful in signing their first-round pick for $2.0 million, $500,000 less than 

the allocated slot-value, they would be allowed to spread the remaining $8.0 million across the 

rest of their picks. In addition, all picks after the tenth round are capped at a maximum $100,000 

signing bonus. Any bonuses more than this amount subsequently lower the teams total bonus 

pool. Finally, each team is subject to a step-up penalty on any bonuses paid in excess of their 

allotted bonus pool. The penalty ranges from a 75% tax on any excess bonuses paid to a 100% 

tax on excess and the loss of two year’s first round picks. Slot-values were then indexed to grow 

at MLB’s revenue growth rate. Because the MLBPA had little to lose by bargaining away the 

rights of those not currently represented by the association, this agreement represents a 

significant victory in favor of the owners.   

At the end of 2016, a new agreement was signed and designated for implementation prior 

to the 2017 season. The major difference between the prior CBA and the new agreement relates 

to the allocation of slot-values across the draft board. The previous slot-value allocation system 

was placing too much value on 7th through 10th round draft picks and too little value on 1st 

through 3rd round picks. Thus, teams were unable to offer their top picks the kind of money they 

requested because they were required to offer more money than they otherwise would have to 

their last few picks. Essentially, the new system consolidates the assigned slot-values towards the 

top of the draft board by re-allocating late round bonus money to the top.  
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Career Path’s in Baseball 

Unlike other major U.S. sports, Major League Baseball is unique in the fact that even the 

greatest prospects require years of additional training to effectively simulate the increased level 

of competition at the professional level. In the NBA, NFL and NHL the freshly drafted talent is 

often expected to make an immediate contribution to the team. This is not the case in the MLB, 

where the professional organization is only allowed a 25-man active roster during the regular 

season. As a result, the levels of professional baseball are divided into two categories, Major 

League and Minor League. Major League Baseball is comprised of 30 teams split into two 

divisions known as the American League and the National League. Minor League Baseball is 

much more complex. Within the Minor-League category exist five subcategories; AAA, AA, A+, 

A, Short-Season A and Rookie League. As a result of the extensive sub-categorization, each 

major league team has approximately 300 men in the organization scattered throughout the 

different leagues vying for 25 spots on the active roster. As one might imagine, the odds of 

successfully navigating through the minor leagues and becoming an everyday major leaguer are 

slim. According to Baseball America, a well-known baseball stats provider, less than twenty 

percent of drafted talent will reach the major leagues and only approximately five percent will 

have a career long enough to be classified as a regular contributor (Baseball America). Meaning, 

out of the 1,000 players drafted in 2016, only 175 will ever wear a major-league jersey and less 

than 50 will stick around long enough to merit a permanent locker-space. 
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Baseball Compensation Misconceptions 

While it is true that some of Major League Baseball’s biggest superstars make exorbitant 

amounts of money each year, they represent the exception and not the rule. At any one point in 

time, only 750 players can claim to be Major Leaguers and the league minimum salary for 2016 

was $507,500 (A.P.). While the most talented players in each organization are clearly well-

compensated, the right to negotiate that high compensation requires six years of MLB service. 

That is, the team with whom you initially signed has the right to your contract for six years 

before you become eligible for free agency, which subsequently unleashes your negotiating 

power.  These practices have been the subject of increased scrutiny as of late due to the 

emergence of several lawsuits citing habitual violations of federal-minimum wage statutes. Per 

an article written by Jeremy Venook and published in The Atlantic, Major League Baseball has 

routinely exploited legal technicalities dating back to as early as 1922 to wield extreme leverage 

over its laborers by restricting them from negotiating for compensation on the open market. 

MLB has effectively dodged U.S. anti-trust laws by exploiting an exemption they were granted 

nearly a century ago. The exemption relates to seasonal workers which technically constitutes 

minor league players due to the eight-month season. Historically, this classification may have 

been true. However, in today’s world Minor League Baseball is undoubtedly a full-time job. The 

result of this misguided exemption is a standard of less than minimum wage compensation 

(Venook).  In today’s system, a prospect who came directly from high school can expect to 

spend approximately 4.38 years on the scene before being promoted to the major leagues. In 

contrast, a player who enters professional baseball after playing at the collegiate level can expect 

to spend only 1.70 years before being promoted. With this understanding, we can see that 

average players are arriving on the major-league scene prior to reaching their required six years 



 

 

11 | P a g e  
 

of MLB service time. This effectively penalizes players for being successful early on in their 

careers. For example, Washington National’s Outfielder Bryce Harper was drafted first pick in 

the 2010 draft. He made his MLB debut in early 2012 and has since gone on to win both a rookie 

of the year and player of the year award. All the while he has been locked into his rookie 

contract. This system heavily favors the owners as they effectively own the rights to a young 

player’s talent for a specified period and are provided with very few incentives to provide fair 

and just compensation. 

 Although this study does not account for either major league salary or minor league 

salary in its methodology, it is important for developing an understanding of how a typical 

professional baseball career works and how young prospects might analyze this decision. The 

clear majority of prospects begin and end their professional careers in their twenty’s which 

makes time of the utmost importance. The route through college baseball to professional baseball 

requires approximately 4.7 years to accomplish on average, including the three-year college 

commitment and the 1.7 years of expected minor league tenure. The average route from high 

school to professional baseball requires slightly less time at 4.38 average years of minor league 

tenure. Effectively, an 18-year old prospect can assume that if he is successful in his major 

league career he can expect to reach MLB at approximately 22-23 years old regardless of the 

path he took to get there. The question I set out to answer relates to the trade-off value of this 

specific period in a prospects lives. The time from age 18-23.  
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Methodology: 

Purpose 

 The purpose of this study is to determine the point during Major League Baseball’s draft 

that signing bonus value and college education value intersect. To do this, we will compare the 

average signing bonus per round for each year in our data set to the opportunity cost of a college 

education, which we compute as the annual cost of attendance multiplied by the expected three-

year college career. We then run comparative analysis to determine if and when those numbers 

intersect. Finally, we look historically at prospects real decisions to determine if young players 

view this decision in a similar manner as we have laid out. Per our hypothesis, we expect a 

greater percentage of prospects to begin choosing college over Major League Baseball if they are 

drafted following the 6th round of the draft.  

Design 

To effectively answer my original question, I compiled a database of historical draft results and 

subsequent signing bonuses. This database allowed me to generate average signing bonuses per 

round which I then sorted by a variety of factors to further develop my understanding of exactly 

how players are valued. Once I developed a comprehensive understanding of how teams value 

these young prospects, I began making a specific set of assumptions and developing a valuation 

model to determine the inherent value of each year of college education. To do this, I compiled 

another database comprised of education cost data. After determining the inherent value of each 

year of college education, I began running comparative analysis to determine when the economic 

value of college education begins to outweigh the economic benefits of signing the major-league 

offer, which I reference as the average signing bonus. After determining how this relationship 
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has played out historically, I proceed to conduct trend analysis to determine whether prospects 

have historically made decisions that support our hypothesis. Finally, I established a set of 

assumptions that allow me to project future signing bonuses and their future relation to implied 

college value. This will allow future prospects to utilize my methodology in their own personal 

decision making process.  

Draft and Signing Bonus Data Pool 

For the purposes of this study, I collected data from the 2001-2011 Rule 4 First-Year Player 

drafts. This timeframe was selected because it provides a reasonable amount of time for 

successful players to progress through the ranks and reach the major leagues based on the 

average minor league tenures calculated by Winfree and Molitor. Additionally, it provides more 

relevant signing bonus data than previous studies. For simplicity, I have chosen to analyze only 

the first ten rounds of each draft as I believe the point of intersection relating bonus value to 

college value will occur within this data set. The pertinent information for this study includes 

year drafted, round drafted, pick drafted, player name, player position, place of education and 

signing bonus offered. The data was compiled using annual data provided by Prospect Watch, a 

prominent baseball recruiting service.  

Exhibit A 

 

Year Round Pick Name Team Position Classification School Bonus
2001 1 1 Joe Mauer Minnesota Twins C C CretinDerham Hall (St. Paul,MN)           5,150,000 

2002 1 1 Bryan Bullington Pittsburgh Pirates P Pitcher Ball State University           4,000,000 

2003 1 1 Delmon Young Tampa Bay Rays OF Outfielder Camarillo High School (Camarillo, CA)           3,700,000 

2004 1 1 Matt Bush San Diego Padres P Pitcher Mission Bay High School (San Diego, CA)           3,150,000 

2005 1 1 Justin Upton Arizona Diamondbacks SS Infielder Great Bridge (Chesapeake,VA)           6,100,000 

2006 1 1 Luke Hochevar Kansas City Royals P Pitcher University of Tennessee           3,500,000 

2007 1 1 David Price Tampa Bay Rays P Pitcher Vanderbilt University           5,600,000 

2008 1 1 Tim Beckham Tampa Bay Rays SS Infielder Griffin (Griffin,GA)           6,150,000 

2009 1 1 Stephen Strasburg Washington Nationals RHP Pitcher San Diego State University           7,500,000 

2010 1 1 Bryce Harper Washington Nationals OF Outfielder College of Southern Nevada           6,250,000 

2011 1 1 Cole, Gerrit Pittsburgh Pirates RHP Pitcher UCLA           8,000,000 

Year Round Pick Name Team Position Classification School Bonus
2001 1 1 Joe Mauer Minnesota Twins C C CretinDerham Hall (St. Paul,MN)           5,150,000 

2002 1 1 Bryan Bullington Pittsburgh Pirates P Pitcher Ball State University           4,000,000 

2003 1 1 Delmon Young Tampa Bay Rays OF Outfielder Camarillo High School (Camarillo, CA)           3,700,000 

2004 1 1 Matt Bush San Diego Padres P Pitcher Mission Bay High School (San Diego, CA)           3,150,000 

2005 1 1 Justin Upton Arizona Diamondbacks SS Infielder Great Bridge (Chesapeake,VA)           6,100,000 

2006 1 1 Luke Hochevar Kansas City Royals P Pitcher University of Tennessee           3,500,000 

2007 1 1 David Price Tampa Bay Rays P Pitcher Vanderbilt University           5,600,000 

2008 1 1 Tim Beckham Tampa Bay Rays SS Infielder Griffin (Griffin,GA)           6,150,000 

2009 1 1 Stephen Strasburg Washington Nationals RHP Pitcher San Diego State University           7,500,000 

2010 1 1 Bryce Harper Washington Nationals OF Outfielder College of Southern Nevada           6,250,000 

2011 1 1 Cole, Gerrit Pittsburgh Pirates RHP Pitcher UCLA           8,000,000 
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College Valuation Data Pool 

Additionally, I utilized data from the ten draft years to determine which colleges were producing 

the most draft prospects. I then collected data regarding total annual cost of attendance for all 

schools who produced at least one drafted player per year. I utilized data from the 2013-2014 

school year as this was the most robust database of information provided by Graphiq, a unique 

technology company specializing in deep data insights. This data pool allows us to efficiently 

derive the implied annual value of a college education as it pertains to our specific audience. By 

filtering for specific schools who are contributing the highest number of players to the draft, we 

can effectively find a more refined value for the average prospect facing this intimidating 

decision. 

Exhibit B 

School # Draftees Cost of Attendance School # Draftees Cost of Attendance
Arizona State University 36 41,004$                         Pepperdine University 18 66,152$                         

University of Texas 35 51,192                           North Carolina State University 18 38,749                           

University of Miami 35 62,329                           Baylor University 18 56,796                           

Cal State Fullerton 35 36,803                           Auburn University 18 47,410                           

Rice University 34 58,253                           Vanderbilt University 17 63,532                           

Long Beach State University 34 34,124                           University of Missouri 17 39,840                           

Georgia Institute of Technology 31 45,972                           University of Alabama 16 44,202                           

Clemson University 31 46,738                           University of Houston 16 35,618                           

Stanford University 30 64,477                           Cal Poly 16 36,574                           

Texas A&M University 26 43,364                           University of CaliforniaRiverside 15 58,193                           

University of North Carolina 26 49,431                           University of Arkansas 15 36,810                           

University of South Carolina 25 45,387                           University of San Diego 14 61,569                           

Louisiana State University 25 42,913                           University of Notre Dame 13 64,775                           

University of Mississippi 24 36,602                           University of Michigan 13 57,432                           

Oregon State University 24 45,075                           Ohio State University 13 42,907                           

University of Arizona 23 46,970                           University of Central Florida 12 38,321                           

Oklahoma State University 23 35,508                           University of CaliforniaIrvine 12 56,810                           

University of California 22 59,963                           Texas Christian University 12 58,270                           

Florida State University 22 37,237                           University of Kentucky 12 40,032                           

University of Nebraska 21 37,544                           Missouri State University 12 23,282                           

University of Georgia 21 43,344                           Texas Tech University 11 31,936                           

University of Tennessee 20 48,046                           University of Washington 11 49,338                           

UCLA 20 58,099                           Wake Forest University 11 64,478                           

San Diego State University 20 38,611                           Oral Roberts University 11 37,914                           

California State University, Fresno 20 30,653                           James Madison University 11 39,746                           

University of Oklahoma 19 38,546                           Loyola Marymount University 11 60,648                           

University of Southern California 19 67,212                           University of Tampa 10 41,519                           

Wichita State University 19 31,393                           University of South Alabama 10 27,284                           

University of Florida 19 42,939                           Ball State University 10 39,198                           

University of Virginia 18 58,745                           College of Southern Nevada 10 10,470                           

Tulane University 18 65,083                           East Carolina University 10 36,218                           

College Valuation
School # Draftees Cost of Attendance School # Draftees Cost of Attendance

Arizona State University 36 41,004$                         Pepperdine University 18 66,152$                         

University of Texas 35 51,192                           North Carolina State University 18 38,749                           

University of Miami 35 62,329                           Baylor University 18 56,796                           

Cal State Fullerton 35 36,803                           Auburn University 18 47,410                           

Rice University 34 58,253                           Vanderbilt University 17 63,532                           

Long Beach State University 34 34,124                           University of Missouri 17 39,840                           

Georgia Institute of Technology 31 45,972                           University of Alabama 16 44,202                           

Clemson University 31 46,738                           University of Houston 16 35,618                           

Stanford University 30 64,477                           Cal Poly 16 36,574                           

Texas A&M University 26 43,364                           University of CaliforniaRiverside 15 58,193                           

University of North Carolina 26 49,431                           University of Arkansas 15 36,810                           

University of South Carolina 25 45,387                           University of San Diego 14 61,569                           

Louisiana State University 25 42,913                           University of Notre Dame 13 64,775                           

University of Mississippi 24 36,602                           University of Michigan 13 57,432                           

Oregon State University 24 45,075                           Ohio State University 13 42,907                           

University of Arizona 23 46,970                           University of Central Florida 12 38,321                           

Oklahoma State University 23 35,508                           University of CaliforniaIrvine 12 56,810                           

University of California 22 59,963                           Texas Christian University 12 58,270                           

Florida State University 22 37,237                           University of Kentucky 12 40,032                           

University of Nebraska 21 37,544                           Missouri State University 12 23,282                           

University of Georgia 21 43,344                           Texas Tech University 11 31,936                           

University of Tennessee 20 48,046                           University of Washington 11 49,338                           

UCLA 20 58,099                           Wake Forest University 11 64,478                           

San Diego State University 20 38,611                           Oral Roberts University 11 37,914                           

California State University, Fresno 20 30,653                           James Madison University 11 39,746                           

University of Oklahoma 19 38,546                           Loyola Marymount University 11 60,648                           

University of Southern California 19 67,212                           University of Tampa 10 41,519                           

Wichita State University 19 31,393                           University of South Alabama 10 27,284                           

University of Florida 19 42,939                           Ball State University 10 39,198                           

University of Virginia 18 58,745                           College of Southern Nevada 10 10,470                           

Tulane University 18 65,083                           East Carolina University 10 36,218                           

College Valuation
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Assumptions: 

 To conduct this analysis, I must outline several major assumptions that will serve as the 

backbone for the study. First and foremost, I acknowledge that this study focuses solely on 

signing bonus as it relates to the decision. This is because I assume that today’s MLB contracts 

provide funding for post-career education. Therefore, I ignore the impact of both minor-league 

salary and major league salary as well as post-baseball earnings. My second major assumption 

involves the valuation of college education. For this study, I used out-of-state cost of attendance 

as a proxy value for one year of college experience. This relatively simplistic approach reflects 

the implied market valuation of a college education. Essentially, I am assuming the inherent 

value of one year of college education is equivalent to what a non-scholarship, regular student 

would be required to pay. Third, because the vast majority of baseball prospects do not complete 

four years at their educational institution, I assume each prospect is drafted following their Junior 

season thus implying that the value of their college experience is the annual cost of attendance at 

their school multiplied by three years of attendance. Fourth, my analysis makes use of several 

vital assumptions regarding education cost growth rates and signing bonus growth. The numbers 

used throughout my analysis reflect historical trends and provide an accurate representation of 

the situation. Finally, for the purposes of this study I have assumed no taxes as these unique 

situations carry incredibly complex tax implications that cannot be accurately generalized.  
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Average Bonus by Year & Round - Total
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Round 1 $1,763,243 $1,782,175 $1,615,473 $1,673,188 $1,600,160 $1,608,125 $1,343,314 $1,932,709 $1,986,726 $1,873,480 $2,019,456

Round 2 $756,339 $650,518 $759,233 $659,550 $562,516 $610,982 $435,602 $777,893 $671,446 $744,833 $924,518

Round 3 $428,089 $470,904 $415,963 $492,750 $397,840 $415,019 $288,870 $420,152 $513,493 $441,706 $600,633

Round 4 $260,796 $279,019 $279,414 $285,603 $251,500 $307,518 $175,688 $318,250 $371,621 $374,883 $261,854

Round 5 $177,914 $253,464 $185,893 $177,655 $169,000 $257,375 $230,538 $202,259 $203,707 $231,137 $283,294

Round 6 $158,366 $139,056 $138,685 $123,017 $125,519 $129,879 $228,268 $206,000 $286,365 $284,917 $257,907

Round 7 $151,630 $100,683 $96,367 $105,692 $110,700 $107,527 $135,304 $226,222 $234,286 $147,500 $236,058

Round 8 $70,725 $70,926 $70,926 $84,278 $116,420 $110,431 $78,012 $140,155 $143,611 $194,846 $140,979

Round 9 $76,581 $47,589 $49,345 $84,190 $70,135 $110,065 $80,735 $113,141 $141,146 $121,093 $164,712

Round 10 $49,229 $49,370 $83,679 $59,780 $44,600 $49,318 $91,415 $138,929 $122,542 $137,143 $110,600

Exhibit C 

 

 

 

 

Average Bonus by Year & Round - Pitcher
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Round 1 $1,859,600 $1,858,478 $1,546,923 $1,640,833 $1,266,000 $1,700,000 $1,388,228 $1,270,763 $2,101,722 $1,852,876 $2,157,807

Round 2 $755,000 $626,346 $729,118 $705,643 $543,500 $595,333 $481,636 $817,733 $717,490 $727,741 $836,425

Round 3 $416,125 $422,458 $420,850 $413,167 $425,000 $383,208 $269,205 $427,167 $357,645 $421,857 $783,973

Round 4 $241,441 $281,900 $271,714 $280,833 $249,083 $282,100 $185,462 $331,750 $401,143 $446,892 $284,688

Round 5 $200,792 $193,773 $186,143 $169,955 $163,025 $316,375 $255,131 $209,643 $197,042 $272,607 $241,638

Round 6 $118,431 $124,321 $161,214 $121,250 $130,321 $136,344 $222,107 $202,333 $309,208 $400,417 $302,857

Round 7 $163,200 $107,719 $100,429 $111,059 $103,529 $102,278 $150,625 $230,429 $286,029 $150,469 $189,773

Round 8 $75,083 $64,893 $77,861 $73,700 $130,500 $158,357 $76,300 $155,033 $188,462 $175,769 $146,938

Round 9 $90,009 $44,231 $55,133 $130,056 $89,846 $106,192 $91,664 $116,893 $174,579 $127,133 $104,107

Round 10 $51,571 $51,464 $138,083 $87,500 $55,045 $49,429 $53,664 $130,625 $81,818 $128,750 $120,000

Average Bonus by Year & Round - Catcher
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Round 1 $3,000,000 $350,000 $941,667 $1,291,667 $2,550,000 $1,375,000 $1,500,594 $3,523,333 $1,446,200 $1,540,250 $1,589,000

Round 2 $712,750 $729,250 $665,000 $587,000 $506,250 $445,000 $375,000 $732,250 $487,825

Round 3 $425,000 $950,000 $456,500 $500,000 $342,000 $425,000 $329,000 $472,500 $2,000,000 $340,100 $336,900

Round 4 $260,000 $192,500 $345,000 $300,417 $219,167 $192,500 $210,000 $240,000 $833,100 $189,000 $282,500

Round 5 $160,000 $201,750 $191,667 $177,500 $167,000 $147,600 $237,333 $152,433 $160,000 $337,500

Round 6 $125,000 $125,000 $170,000 $150,000 $30,000 $127,000 $119,150 $140,000 $133,750 $128,750 $173,750

Round 7 $159,750 $72,500 $100,000 $95,000 $100,000 $136,667 $67,500 $198,400 $150,000 $167,000

Round 8 $100,167 $30,000 $97,500 $85,000 $190,000 $85,000 $86,667 $105,000 $100,000 $380,000

Round 9 $37,500 $60,000 $8,250 $34,333 $112,500 $110,500 $170,000 $96,667

Round 10 $5,000 $45,000 $59,500 $50,000 $42,500 $3,000 $61,250 $127,500 $138,000 $86,667 $73,333

Average Bonus by Year & Round - Infielder
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Round 1 $1,604,286 $1,708,333 $1,634,318 $2,142,857 $2,363,750 $1,507,143 $1,369,453 $2,483,333 $1,506,333 $2,105,370 $1,808,808

Round 2 $605,000 $692,500 $978,000 $628,000 $588,182 $691,071 $409,400 $733,333 $649,157 $694,100 $1,766,667

Round 3 $449,500 $503,071 $405,625 $697,857 $415,000 $476,167 $307,938 $396,375 $491,778 $501,514 $386,120

Round 4 $307,000 $280,000 $280,000 $375,000 $275,438 $389,083 $149,179 $323,600 $224,771 $452,140 $251,980

Round 5 $188,889 $457,929 $204,167 $178,056 $172,833 $187,357 $391,233 $187,625 $213,830 $243,133 $344,475

Round 6 $108,875 $197,875 $79,500 $106,111 $121,167 $109,167 $316,875 $153,250 $383,333 $125,000 $475,000

Round 7 $84,857 $94,833 $36,167 $95,000 $113,333 $100,022 $159,900 $103,333 $249,167 $113,750 $268,571

Round 8 $59,375 $100,625 $30,700 $98,636 $71,100 $52,600 $59,375 $126,400 $102,500 $86,667 $130,500

Round 9 $57,500 $44,167 $48,611 $65,077 $50,167 $54,071 $55,714 $116,429 $99,000 $107,917 $521,250

Round 10 $40,300 $49,000 $43,188 $44,929 $29,167 $46,667 $200,083 $85,000 $85,800 $90,000 $108,333

Average Bonus by Year & Round - Outfielder
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Round 1 $1,171,250 $1,923,000 $1,886,000 $1,250,000 $1,482,000 $1,490,625 $898,500 $1,230,667 $2,155,727 $1,823,182 $2,033,636

Round 2 $899,400 $615,417 $734,286 $638,750 $610,000 $579,000 $398,850 $731,500 $593,214 $855,300 $549,683

Round 3 $412,000 $446,000 $373,750 $425,000 $324,400 $414,286 $270,000 $412,000 $584,033 $393,050 $379,050

Round 4 $287,500 $303,000 $275,571 $262,500 $240,583 $331,900 $183,750 $290,833 $217,660 $197,467 $166,825

Round 5 $131,250 $186,667 $161,750 $184,167 $198,333 $166,500 $150,667 $156,500 $270,000 $134,233 $153,000

Round 6 $348,400 $76,500 $116,000 $134,125 $134,583 $147,500 $95,533 $272,500 $225,000 $297,667 $158,444

Round 7 $244,167 $115,100 $118,375 $95,833 $124,556 $113,000 $86,300 $316,000 $118,750 $168,750 $445,000

Round 8 $60,760 $65,667 $82,500 $43,500 $69,063 $116,000 $128,143 $101,786 $166,833 $126,667

Round 9 $83,000 $52,083 $50,000 $60,714 $62,875 $257,500 $87,600 $94,575 $116,667 $68,333 $90,000

Round 10 $63,250 $46,875 $40,143 $23,500 $41,583 $62,500 $75,625 $210,000 $307,333 $213,571 $100,000
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Exhibit D 

   

Exhibit E 

  

# of Prospects Choosing College Over Professional
Round 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 % Rejecting Offer

1 2 1 0 1 1 4 1 3 6 4 4 5.16%

2 4 3 0 0 0 4 3 3 3 1 2 6.74%

3 2 4 3 0 4 3 5 2 4 2 4 9.73%

4 3 3 1 1 1 2 6 2 1 6 2 8.48%

5 1 2 2 1 0 2 4 3 3 3 3 7.27%

6 2 3 3 0 3 1 2 1 4 6 3 8.48%

7 3 0 0 4 0 4 1 3 2 5 4 7.88%

8 2 3 3 3 5 1 5 1 3 4 6 10.91%

9 4 2 1 1 4 7 4 3 2 3 4 10.61%

10 6 3 2 5 5 8 4 9 6 2 5 16.67%

University:
Average

# College Years: 3

Bonus Growth Rate: 7.50%

Past Education Growth Rate: 4.50%

Future Education Growth Rate: 6.50%

Key:

Pro Offer = Greater Value

College Offer = Greater Value

Avg. By Round 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

1 2,376,257 2,588,515 2,572,293 2,766,229 2,927,134 3,616,944 3,888,215 4,179,831 4,493,319 4,830,318

2 927,815 1,010,691 996,930 1,072,359 1,109,836 1,218,482 1,309,868 1,408,108 1,513,716 1,627,245

3 547,392 596,288 604,997 665,786 668,562 614,357 660,433 709,966 763,213 820,454

4 385,964 420,440 431,690 478,693 486,520 441,483 474,595 510,189 548,453 589,587

5 288,996 314,810 323,230 358,427 364,293 329,593 354,313 380,886 409,453 440,162

6 216,385 235,713 242,020 268,377 272,767 251,467 270,327 290,601 312,396 335,826

7 162,951 177,507 182,003 201,400 205,403 196,813 211,574 227,442 244,501 262,838

8 141,898 154,573 157,550 172,143 178,863 159,610  171,581  184,449  198,283  213,154

9 132,510 144,347 147,120 160,757 167,047 142,103  152,761  164,218  176,535  189,775  

10 125,094 136,227 138,680 151,116 157,650 133,770  143,803  154,588  166,182  178,646  

Value of College 125,089  130,718  136,601  145,480  154,936  165,007  175,732  187,155  199,320  212,275  

Annually 41,696    43,573    45,534    48,493    51,645    55,002    58,577    62,385    66,440    70,758    

After Slot Value System - Projected Bonus

Avg. By Round 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

1 1,763,243 1,782,175 1,615,473 1,673,188 1,600,160 1,608,125 1,343,314 1,932,709 1,986,726 1,873,480 2,019,456

2 756,339 650,518 759,233 659,550 562,516 610,982 435,602 777,893 671,446 744,833 924,518

3 428,089 470,904 415,963 492,750 397,840 415,019 288,870 420,152 513,493 441,706 600,633

4 260,796 279,019 279,414 285,603 251,500 307,518 175,688 318,250 371,621 374,883 261,854

5 177,914 253,464 185,893 177,655 169,000 257,375 230,538 202,259 203,707 231,137 283,294

6 158,366 139,056 138,685 123,017 125,519 129,879 228,268 206,000 286,365 284,917 257,907

7 151,630 100,683 96,367 105,692 110,700 107,527 135,304 226,222 234,286 147,500 236,058

8 70,725                 70,926    70,926    84,278    116,420 110,431 78,012    140,155 143,611 194,846 140,979

9 76,581                 47,589    49,345    84,190    70,135    110,065 80,735    113,141 141,146 121,093 164,712

10 49,229                 49,370    83,679    59,780    44,600    49,318    91,415    138,929 122,542 137,143 110,600  

Value of College 77,080                 80,548    84,173    87,961    91,919    96,055    100,378  104,895  109,615  114,548  119,703  

Annually 25,693                 26,849    28,058    29,320    30,640    32,018    33,459    34,965    36,538    38,183    39,901    

Before Slot Value System - Actual Bonus
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Discussion 

After completing our analysis, we can conclude that our hypothesis, which stated that college 

value would exceed professional value in the sixth round of the draft, was refuted. Although our 

analysis does not clearly define a point of intersection as I had originally hoped, it does reflect 

the fact that the majority of players drafted prior to the 8th round should heavily favor going the 

professional route. Interestingly, the lack of a clearly defined intersection is largely due to 

significant changes in Major League Baseball’s Collective Bargaining Agreements. As 

referenced briefly above, the MLBPA has actively negotiated away many of the protections that 

were intended to serve incoming prospects. Thus, Major League Baseball and the team owners 

now hold nearly 100% of the negotiating power and can therefore shift the allocation of bonuses 

as they deem fit. This phenomenon is represented in Exhibit C where we can clearly see the 

delineation between the CBA agreement signed in 2007 and enacted in 2012 and the revised 

agreement implemented in 2017. The agreement signed in 2007 instigated a 5-year period of 

increased spending as teams shifted their strategy and began spending big money prior to the 

imposition of new restrictions. As expected, when teams begin spending more money they start 

allocating larger bonuses to later round picks. As a result, players are incentivized to choose a 

professional career over college. When the CBA and its new restrictions went into effect in 2012, 

we can see that the allocated slot-values for each pick pushed even more money down the line to 

later round picks. Effectively, MLB and its’ players association attempted to separate the first ten 

rounds of the draft as “premier talent”. We can see that average allocated draft bonuses in the 

tenth round closely resemble the implied value of a college education. This is essentially stating 

that MLB owners are willing to compensate prospects for the opportunity cost of college, but 

only if they’re skilled enough to be drafted within the first ten rounds. Finally, we must 
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acknowledge the revised CBA agreement which comes into effect for the 2017 draft. This 

revision promotes a more clustered allocation of bonuses at the top of the draft board which 

subsequently pulls money from those at the bottom of the draft board. Essentially, this shows 

that owners felt they were overpaying for eighth through tenth round draft picks and therefore 

they re-allocated their assets to emphasize signing the best of the best in the first seven rounds.   

 While our hypothesis was refuted, we were able to find a few interesting conclusions. 

The first being the impact of player position on their “optimal decision”. For example, a prospect 

who specializes in pitching will likely derive more value from the professional offer even if they 

are drafted in later rounds when compared to Catcher’s or other positions. This is likely because 

each team carries approximately twelve to fifteen pitchers and therefore Major League teams are 

willing to offer more in signing bonuses for pitchers even in later rounds. Another interesting 

takeaway involves our analysis of players’ actual decisions. Our analysis shows that while an 

increasing percentage of players choose to forego their professional offer as the draft progresses, 

nearly 85% of players drafted in the tenth round still chose to pursue a professional career. This 

indicates that financial implications are likely not the driving factor in these prospects decision 

making process. 

Limitations 

 While this study does succeed in providing a relevant depiction of recent signing bonus 

trends amongst MLB prospects, it does have significant limitations that narrow both its scope 

and intended audience. The first limitation being its relative simplicity. In order to conduct 

analysis emphasizing solely signing bonuses, we make several assumptions that drastically 

narrow our intended audience. Second, our valuation metrics for determining the inherent value 

of a college education are quite simple and rely heavily on an “implied market value” as opposed 
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to a true valuation. Last, our selected data pools do not reach back far enough to fully 

comprehend the long-term effects of collective bargaining.  

 For future studies, I recommend enhancing the data pool to include information regarding 

a players’ alternative options. For example, it would be beneficial to know which schools had 

offered each player a scholarship so we can fully understand the opportunity cost they are being 

asked to give up. Additionally, I would like to further research the players who forewent their 

professional offer in favor of pursuing a college degree and the impact that has on their 

subsequent signing bonus offers. For example, if a high-school senior rejects his professional 

offer, can he expect to receive a higher, lower, or equal offer when he becomes draft eligible in 

the future?  Last, I would extend the timeframe of my data pool to include data from the 1990’s. 

I believe this might provide better insight into the effect of collective bargaining on the situation 

at hand.  

Implications 

 This study provides relevant information to a very special subset of our population. That 

subset consists of baseball prospects, college coaches, MLB Recruiters and MLB General 

Managers. The question I initially set out to answer was; “How do MLB teams value young, 

talented players and how do young, talented players perceive the value of their options?” This 

study and its findings provide relevant, albeit not absolute, answers for its intended audience. 

Based on my findings, I recommend that any high school prospect who anticipates he will be 

drafted prior to the eighth round of the MLB draft choose to pursue that option. Subsequently, 

players drafted between the eighth and tenth round of the MLB draft should utilize the data 

presented in this study to compare the inherent values of each option for their specific situation. 
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Finally, a player drafted after the tenth round should heavily favor pursuing a college education 

as that is where they will likely derive the most value from their available options.  

Conclusion 

This study takes an interesting new approach at analyzing the major dilemma facing 

young baseball prospects today. In my study, I made a cognizant effort to keep my methodology 

simple so that my audience can easily trace each step along the way. It is my hope that young 

prospects and their parents will be able to utilize my materials to gain a better understanding of 

the complicated decision at hand. I began by developing a database to determine the average 

historical signing bonuses for each round of the MLB Draft. I then developed a secondary 

database to determine the expected value of a college education utilizing cost of attendance for 

an out-of-state student as my proxy value. After determining the annual cost, I multiplied that 

annual cost by three years to find the total implied value of college education. I then ran 

comparative analysis to determine when the value of a college education exceeds the value of a 

professional offer. My original hypothesis stated that players drafted within the first six rounds 

of the MLB draft would realize more economic value by choosing a professional career instead 

of college. My analysis revealed that taking the professional offer is the more economic choice 

for players drafted prior to the eighth round thus supporting and building upon my original 

hypothesis. 

 In my attempt to answer the original question regarding the financial implications of this 

decision, I uncovered several interesting trends regarding first-year compensation in Major 

League Baseball. Perhaps the most interesting discovery shows the impact of player position on 

their expected signing bonus. For example, pitchers have the least variance in signing bonuses 

from round to round because pitchers often comprise nearly 50% of a team and therefore teams 
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must draft approximately four pitchers for every one position player. On the other hand, catchers 

are more specialized players and are therefore drafted less frequently. Thus, we see large 

variances in the signing bonuses offered to catchers from round to round.  

 Additionally, in the process of conducting this study I revealed interesting information 

regarding the regulatory framework of Major League Baseball. Labor negotiations conducted 

between team owners and players through the collective bargaining process have an extremely 

significant effect on how teams compensate first-year players. This may seem intuitive, but I was 

truly fascinated by the amount of leverage MLB Team Owner’s hold when negotiating contracts.  

Unfortunately, young prospects who have not yet entered the MLB are not represented by the 

labor union that represents current professional players. As a result, the rights of these future 

MLB players are often negotiated away first. I was confronted with this problem when 

conducting my study as two separate CBA agreements were signed during my selected 

timeframe and both effectively altered the entire compensation structure of Major League 

Baseball. The effects of each agreement were immediately visible in my data and it was very 

interesting to see how heavily favored the owners are in first-year negotiations.   

In conclusion, I acknowledge the players who struggle through this difficult decision. In very 

few situations throughout life are people faced with specific yes or no answers that have as dire 

of consequences as this one. While I undoubtedly envy your option, I truly respect the level of 

difficulty that accompanies that option.  It is my hope that this study will provide some 

semblance of guidance to those facing this question in the future.  
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