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Economists have long recognized that-in the cost-benefit analysis of

education, the benefit side should include not only the impact of education“on
) (G 4 (. .

work—place productivity and earnings but also consumption' components. sdch

. . v N [ . ’ .

/ components include not only the initial joy oﬁX“learning but also a longer

———
-

term stream of benefits from using education off the Job. One could also 5N\\

sinclude, as a consumptiontbenefit the 6ossibility that higher levels of
P : \

. eddcétion_lead to increased utility and satisfaction from one”s work as well »

A ‘as iﬁsreased earnings; but this possibility will uot be pursued here. The
Ko ™ ' T R
¢  existence of consumpticn benefits to education is' of potential importance both.
. ! , - ’ .

in gcdounting,for;observed levels of educational®attainment and in gglitf

- oo )
analysis that assesses tQF-value of education and that designs policies
. ®, ‘ ) ’ T
intended to alter the incentives for acquiring education. The actual

- - "

’

imﬁortance‘of considerin% consumption benefits to education would obviously

RN ¢
) .

depend on their magnitude. If consumption benefits exist but are of

.

N [

. N : .
negligible size relative to the imﬁact of education on garnings, little would

/

seem to be lost from omitting consuﬁption benefits in the ccst-benefit

a
P

a&al#ﬁts of‘educati&t. However, my own impression 1is that,lgttle is curreht}y
known coggerning'the magaitude of edtcatﬁnn’s con;umptich beﬁ%fits. I am only
_Tawafe of(t§o ttudies thatbbave attempted to estimate the magnitude of
consumption benefits, those"of Robért Michael and Edward Lazeaf.l, And these,‘
;tudies atriQe at opposite‘tonclusioﬁs: ﬁichael conéludes that consumption -
benefits ;re significant; Lazear tongiudes that the consumptfén value pf |

/‘educétion is actually negative. One;P§~obviou§ reason why few attempts have

4
~~ .

been made to estimate consumption benefits and why those attempts ha&e yielded

conflicting conclusicns-is that the amorphous nature of edugation”s -
s consumption Benefits’makes it difficult to deve%op a suitabdb e’thébréticalg

- ‘ -
\framework fof-tQ?ir'analysis and to locate markets that attach prices or

el

(V]
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values to these benefits. ’ o~ '

T

5] -~
There would seem to be two ways te proceed in attempting to overcome

these difficulties. One strategy/hould be to develop a theoretical model )

N~

‘capable of analyiing‘education’s consumption benefits. An alternative
. .. _ Y ’ .
strategy would be to look for‘markets tHatr-attach observable values to
N 9 . Lo e a -
eduqation’s consumption benefits. The 'studies by Lazear and Michael have

emphasized the)Eirst strategj.' Michael employs the hOuseqold produqtion model

+ . ~‘\

of Becker and Lancaster t0aanalyze consumption;%enefits. Lazear uses a fairly

v

educations-to assqss consumption value by the differgnce between .the wealth *ﬁ;\

5oecific model of the determinants of the wealéh mazimizing 1eve1 of

4

. < ,
maximixing and the actual years of schooling. Althbugh both approaches are’
valuable and'haVe yielded 1mportant lnsights into_.the conSumption benefits oﬁ

. education, as estimates of .the magnitude of that value they are subject to the
o ..~\-\ ' ’ . f B ] . .
( criticism tgat the magnitude of their estimates are dependent on the spécific
\, - B

. g
ass:m@gions of’ their ‘models.

.

. o This paper-emphasi*es the alternative strategy to estimatihg

4

consumption benefits: using market evidence on their magnitude. ?he paper is
3 . _
§Q§prganized as follows.. ‘The firsg’aection outlines the hqsic.apprqanh to hef.
;sed, The second sebtion implements the apprqach to estimate the consumption
J bepefitrs of acquiring literacy in nineteenfeentury-England, a case I‘have

examined in previous work. The third section compares the magnitude of my

-

” < “ .
estimdte of)consumptipn benefits of literacy with estimases of the pecuniary

S . . . .v ) ,"//7' . ¢ .

L value and costs of acquiring literacy. It argues that consumption berntefits
were probably nct fnegligible relative to either the pecuniary benéfits or the
cost of literacys Tt also notes that the changes in government policy

&

affecting\conSumption benefits of literacy may have been a much stronger

impetus to, the fise of’popufﬁr 11teracy than the policy measures that are

Hoa

&
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. to pay for it. A standard illustration‘of_consumér s surplus 1is to note that

ra

\ ' . ' . - . .
usually emphasized, namely school provision and child labor restrictiomns. The
{ I - !
fgpal section briefly con51ders modifications and extensions of the
conclusions from the case of nineteenth- century England to current developing
%

-

countries. . : . . .

2

I .. - ..
. . , . : . ' . Y . .-
The starting point for the approach taken here to estimating the
4

consumption benefits of education 1is to note that obtaining those benefitsv //?

/

frequently involves the use of other inputs in addition to. education. This is

A

perhaps particularly evident for education in the ‘form of basic l%teracy

skills. Reading commonly" entails the use of printed matters such as books\and
Ay / ¢
newspapers‘ wri’ing involves. pens, penc1ls and paper - and where letters. 7re :

involved - postage. This notion could conceivably be extended to higher

i, et Lo

levels, of education. "Thus enjoyment of esoteric workss"in the arts and .
{ - TS

¢ - "'

humanities dr the consumption of advanced treatises on pure -mathematics and

7

-~

philosophy bould be viewedyas conditional on. specialized training in those

areas. But.the focqs here will be on basic 1iteracy. Inputs associated with

§ . -

basic literacy/ukillé entails conaumption penefits inscfar as the concumer of
5 - as -

those inputs receives what economﬁ9§ refer toflthe consumer s surplus from

their use. The consumer s surplus arises :because the value the consumer

derives*from consuming the good in question gypically exceeds the price he has |

-

~

-

- the person about to use a crowbar to open up .a treasure chest would surely be

willing to pay for more than the going price in a hardwdre store for the

crowbar.2 ' One can point to similar examples for the case of inputs associated~
b

with basic literacy. The consumer who.comes across a bargain/on a u%ed car or
/-\ Q

»

'locates his dream house in the classifieds may reflect that he would have been.

L]
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willing'to Pay for“morq than the 25 cents it costs tofbuy'the newspaper where

. - s -
. b} . ;
he made Lhese discoveries. The surplus obtained is 1ike1y to vary with the"

.
. . . o ,

paro cu1ar consumption activit 1nv01ved. The consumer sending off his ma11 "
! Y ' .

may- beorudglngly put a 20 cent~sramp on his gas bill ‘while being willing to =

R .

"
l
pay, far more than 20 cents 4ta send a 1etter to a, 1oved one on the othen side" ~
- . T , N -~
' of the country. Insofar_as using consumption inputs such as newspapers or the
mails also Enﬁails basic literacy, the consumer surplus deriVed from those;-

'inputs can be viewed as a consumption benefit to‘%iteracy.

B '? Using ‘the complimentary,inputs can be viewed as a consumption
- . 4 R 3 .

adtivity that also uses 1iteracX.as an'input. One indication that'such,a v}ew

s
‘ b!;is appropriate é% the. existence of;rental markets providing literacy services

~ W
g -/ tp illiterates. In nineteen¥century England illiterate migrants would get -

v t
—_ .

3 'othe{s to write letters to distané relatives, in some dases making payment for
p) . P oy v
the services. Thus Joseph Arch the famous agrioulturalgunion arganizer,
) '\ ) , " B g
- noted in his autobiography "A great many of the poor people who had children

/, "gnd re1atives away from home but who-. cou1d not write to tWem, used to come to
-~ * ' (3] '
my mother and asks her to write letters for thems" Flora Thompson, describing .
: . ) .

¢ . ‘

‘her ddtles et -« turn of a cnatury post office, mentioned that mivrant iaborers

- . '. . ‘
\’from Ireland vould ask’<her to write ,a few words back home' and Henry Mayhew '

[ . . v . . n

‘describing mid—nineteenth century London stated that hawkers of street> o

»
=4

- iiterature would alsc write letters .for a penny or,two.3 It-can be argued K
_ - & “ .
< that the maximum amount an illiterate would pay to have a letter written or to
l have a letter, book, or newspaper read to him would be,equal to the consumer” s
surplus ‘he would obbaid-from the letter, hook . or newspaper. “Hence the. . ’ .

- congumer surplus derived from complimentary inputs such as 1etters, books, or
e

.

newspapers can be viewed as ‘a consuhption benefiq to 1iteracy.' . .

Although the approach'just'déscribed should be able to capture the

e P

} a

>

(4




: /‘/
e - basic dimensions of literacy”s consumption value, it is subJect to
- . -~ ‘
limitations. It relies on the concept'of consumer”s, surplus, a concept which’
- : : h A ) . ’ . . ‘
¢ % itself has received considerable criticism.' The main objection here is that
\ : N . . . . . S

the consumer’s surplus construct méasures the surplus in monetary units while

4 ) . R )

’ . . . B ) s
the valuation in utility terms placed on those monetary unigs is likely to

\

change as the consdmer s income rises due to obtaining more surplus. However,

o

this problem is only likely to'be serious when the .good in question - : - .

»

constitutes a substantial part of .total money expenditure.Al This is unlikely

‘

to be the case with the complimentary inputs associated with. literacy. A more

/
~\<Daserious problem in practice is likely to be: errors in measuring theJdemand

v

\

either not be directly associated with comp1imentary inputs or if .the
7

association exists, levnl of ‘usage of the inputs may be hard to measure. Thus :

3 curve}> Another, limitation is that many,consumption uses of education may . ;(

>

the approach is mnot we11 suited to capturing the value of the immediate joy of

o 1earning. And many objects used in reading and writ ng may have public good-
aspects, €. g. street signs or political pamphlets, making it difficult to
/ .
' measurevthe‘usage'or their demand curvgs. But despite these limitatidns it -

a

“ " ghould be pissible to capture the valub of at least scum2 of the ccaasunptlon v
" uses of literacy by‘looking at the nature of the demands for complimentary

inputs. o

P
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- . \ N . N
, I turn now to applying the approach just described td the case of

’
-

literacy in nineteenth century England. Besides personal familiarity based on

»
-

previous research, there are a number of other reasons why I turn to this

casét‘ First, England ‘in the nineteenth century was what .could be 1abe11ed a

® N ’ -

semi-literate society. In 1840 roughly 60 percent of England”s ahult

' popu1ation appears to have béen able to sign their names, by_i900 the

+

proportion was approaching 100 percent.' As early as the 1840s, reading

materials appear to have been we11 diffused among the working c1asses.

Surveys of London in the 1840s indicate that the vast majority.of working’
‘ 3

class households owned books and took in newspapers. Surveys of rural'afeast

also 1ndicated that most farm 1aborers owned books (despite 1iteracy rates

o
) under 50 percent for this group), although they were primarily confined to r
V;’\ basic re1igiousfbooks;,newspapers or reading for pleasure appear to have been
. C r' . : ) !
much less common in rural-areas than the cities.5 That England at this time

. : . . b ‘ v
was semi-literate is relevant because it would suggest that the bulk of the

!
_popu1ation was at 1east ‘aware of .the possibilities of reading and writing even
1. .
if£ not posrcasing those aki]ls. Thus issues related to the Qiffusian of
. e ’ \ : .
'Ainformation concerning literacy or of_fundame tal change in ou;dogk due to

. 2 ot . . .
entering an educated society are of less condern than in societies where

substantial segments of the population may have virtuallysmo contact with
< ] _ S = S |
literates. In addition, since literacy rates rose markedly in nineteenth
~ century_ﬁngland, it provides‘the opportunity to consider the impact of- any

[
B

changes in-consumption value on the riee of 1iteracy:“ : } i

. "
i

A second general reason for interest in the case of niﬁeteenth
Pt \ K
. century Eng1and, is that the prices of books, newspapers, and postage fell

markedly over time. 'By matching the changes in“grices with changes in

\ |

e




¢ \

quantity, one can attempt to map out the deman& schedules fg;\books,

¢ - .
. newspapers, and postal services. Newspaper prices fell on account of the
o \S b \1 '
removal of the, tamp Tax and to some extent because of 1mprovements n
printing technology and paper production. By 1815 the stamp tax on newspaoers
- . ~N

had reached four pence a‘copy; supplemented by further taxes on advertising.
pen AR = . ; :

In}l836 the stamp tax was:lowered to one pence'and in 1855 it was abolished.
A . « - . . R
-

! . _ S '
Correspondingly, newspaper prices fell., Whereas in 1830 a copy of the London

—_— .
. : - 1 —

Times, has cost seven pence, in 1870 it only cost three pence. Working class
periodicals such as Lloyd‘s Weekly NewSpaper so&d for three to four pence a

copy in the 1840s but only one pence a copy following the removal of the stamp
&
:.  tax in 1855. 6 “The fall in’ postal rates was perhaps even more marked than for'

, N ) - . = '/-Q T
newspapers. In the first third of the nineteenth century the monopoly
: ’ A ) ! .- . - . .
poéitipn of the Royal\fost Office was used to generate revenuc-uvver.and above

2 o ¢ - ° >. ‘z N . -
the cost of the service.. By the 1830s, the typical cost of a letter had *

i

reached seven to eight pence, the cost varying with the distance sent agd the

-~

number of sheets in the letter. Following the postal reform injtiated by

A - . N
Rowland Hill 'in 1839, the cost of rsending a letter within England fell to ég( .

: _ . . . A _
uniforu one penny for the lirst half'-ounce.7 The Jautroduction ot the steam

~
© P

-;pres§ the replacement.of machine'made for hand wade’ paper, the lifting of

N
n

‘ paper, duties, ahd: the decision of publishers to aim for the mass market were .
- :
all lowering book;prices during the nineteenth century Charles Knight
(‘\
estimated that the average price of a complete book ifell from 16 shillings in

4

1828 to quhillings in 1853, and the introduction of, reprints and novels in

SPrial forms-would have 1owered the'’ effective price even further. These price

K

ranges indicate that Knight”s estimates refer to book for- the upper and middle

2

-, clagses, as few manual workere would have been likely to pay even 8 shillings <
R - . \ /. ' )
) for a bodk. + However, the same forces lowering the prices of books for the

‘¢ .
N

L O




. . . - )
wealthier’elements in‘society also seem to have improved the quality of the 1, -
. \ :

'to 5 penny 11terature aimed at-. the wogking classes. Whereas in 1820, the

' ‘penny,mlght have bought a broad31de consistrng of one sheet_yfth a few ver ses
2
desctibing the trial of Drpk;@grpln, by 1850 a penay could haie/béught a L

T . .
] ~ : ,

Gothic romance of 50 to 100 "pagés and a wyriting style superior to the

i, broadside doggerel.8 ‘ E YRR X

-
.- . . .

\ : Following'theSe price falls, the use of books, newspapers and the

mail increased markedly. .With the reduction of the sta

RO

tax from 4 pence to

¥ - \
;1 pence in 1836, the number of newspaper stamps"issued increased from. 32
-t R . \
— . ‘ R . : /
~ million in 1836 to 44 million in 1837 and reached 70 million in 1847.9 The r

removal of the $tamn tax_in 1855 also removed the only indic tor of aggregate
v, - » R‘

newspaper circulation’atuthis time (the number of newspapers stamps) however,

the circulation statistics of'Lloyd’s;Weekly Newépaper, one of the 1eading -

t

" wqrking class papers, provides an indicator of the inpact of removing the e

stamp tax. In 1843, when.Lloyd“s wag first published for 3 pence.a copy, its

circulation was 21”000 copies. Its circulation had increased .to 90,0004

*

cop{es in 1853. Eollowing the 1ifting of the stamp tax in 1855, Lloyd s

1owered its price from? 3 vence to 2 9€F\e and consequent’v its circulation
.grew to 170,000 in 1861. In'the same year, ~anticipating the removal of the

'paper duty,_Lloyd s reduced its price to a penny and over the next 2 years its

-

circdlati@? more than doubled reaching 350,000 in 1863 It took more than 20
< .

A T
_ years for Llayd”s circnlation to double again and reach its 1886 level of
. .,(750,0Q0‘c0pies.10 In 1839, before the postaf refnrm, 60 million 1etters were .,
deiivered in England and Wales. 1In i840, ope year afté@ the pnstal reform,
the letters delivered rose to 132 millicn and reached 1 bi%lion in 1881, <4his

e Y .
- ~ translated into a tenfold increase in letters” per capita between 1839 and ¥

1881.11 - ; , B b
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< Having suggested that large fﬁlisxiq‘the'p;ices of books, newspapers,

’

and the mails markedly ingreased their usage over the nineteenth century, the
R 5 “ .

’tastgpeﬁains of using this information to make, iﬁfertencés about the demand

curves of individual consumers fbr‘thesé méterials; My analysis w;}l'foéﬁs on
people who 5e§bre the major price falls between 1830-and 1855 in Eﬁ;land youi
have madé/;o d;; of books, newsp&peré‘or the mailE%f_?ocussing”on Quch a groﬁp R

1

[N

%}lows examination of the.fullyrange of variation along>thei£ demaﬁdkéﬁrves -
anQ}heﬁce makes it possibie to méésure.tﬁeif tof;1 cénsﬁher’s surplus fr;; ,,
using‘tge variogs m@ferialsAcqnsideredf‘ Thé individual demand;curve fér éagh
pf tﬁg\med;aiconsidered can be zqgerrzﬂ’ﬁy fi;ét.estimating the highest price

.

at which the consumer jwould want to buy the media material in questioh. This

”

pricé‘cdn.be estimated‘using information™on priges before the major price
P T b .
k\ ' ‘falls. By oqserving pfice and estimating quantity consumed- after the price

n

falls one dgﬁ then obtain a secpnd_poiht on the demand -schedule for the: medla
material in question. By assuming a linear’demand-§chedulg‘ one can then ~~—e_

infer the entige’schedule. With an.estimate of phe demand schedule for the -

‘

particular media material one can then esfimate the consumer surplus obtained
! ) . i . - !
from pﬁéchasing materia+ atter the price fall. The magnitude of this surplus

S : | , N _
.,wilL?be given by 1/2 times the change in price times the quantity consumed
. ) ‘ ’

v
¢ -

after the pricé fall. As quantity?here will be measured per year, the T ;

N,
S

‘expressien just mentioned gives the annuil flow of consumer”s surplus. One
s v, \ - , , .

can thed’use estimatgg of lif§ expectancy. and in;ernal1diSCouﬁt_rates to

% convert this annual flow into .tHeé lifetime presgﬁt value of consumer”s surplus
) ' K ‘ .
from using a particular media material. By summing the present value -

i - e =N R
estimates over the various types Qf media on which information is available

i)

one then has at least a partial estimate of the consumption vélue derived from
" literacy. Such 5h estimate will be subject to uncertainty for a number of

A7

]
A




-

) ) . . B . /' .
reasons. First, many consumption uses of.literacy will undOubtedly be omittedvf

- -
A )

s1mp1y because of 1ack of informatlon on comp11mentary inputs to these uses.

-

,VQSecond the est mate 1mp1icity assumes that the demand schedglesfor media

4 .

- . materials was not shifting, althOugh in fact they probably were shiﬁtlng out

-
' - .
s N -

- dqring>£hg/periqd of the price.fall. Both of these factors ‘cause the

.t

Oy S -

’ . [N : . . 3 - <
cohsumer”s surplus estimates that follow to be underestimates. 1In additionm,-

the assumption of 1inear'demahd scheéules is a potential source of error

‘ although the direction is uncertain. i | - .';'lzv. i

. : . Implementing the estimate requires information on prices and

individual c0nsumption of media material before_ and after the price fall‘and
_ s
~\on 1ife?expectancies and internal disc0unt rates. Each of these variables
' u/probably ciferred from person/to person and for:given person over theylife
cycle. Consequently what follows will’ consider ‘the plausible range of values
T~ for these variables following the maJor price ialls of -1830- 1850. The 1ower ~

limit of the consumer”s surplps gain was undoubtedly zero, since even after
the price falls there were surely some literates who made no ‘use of books,

newspapers or the mail.1? o examine the range of positive valnes for;the C

- . - . e

consine-s”“s sarplus gain, consideration wi 11 be given in turn to' the p:ice~
before the price fall, the price after the price fall and the quantity -

‘ conSumed after the price fall for newspapers, books, and 1etter§} and life
expectancy jr?m age of acqmiring literacy and to the internal discournt.rate. /'~
° B .
/ \ \.
- L. ) N » N J, S
0 - New5papers e ' [

4

. .

The upper limit for annual usage after the price fall was prnbably
set by the 369 annual isSues for a given daily newspaper ‘and the 52 annual

r - 1ssues for ‘a given weekly. These 1imits could have been exceeded through

-

reading more than on&;given.newSpaper‘per'day or per.week, however; this was




=

prObably not the common practice for the working class reader. Indeed, most
.
- . . f

accounts sugge that before 1890, working c1ass readers read prlmarily
weeklies rather than dallies.13 Average usage rates can be examined bv using
stamp tax statistics to estimate newspaper-circulatlon per literate adult.

Annual newspaper circulation per literate adult can\%e estimated at 10 in 1841

\ 3 , . N S * -
\ and 20 in 1851

oo K

The upper limit  for the maximum price a working class'reader would
o 3
~ t
¢ pay for a newspaper is probably given by the &4 pence maximum price at which

\
\

working class- newspapers sold in the 1830s and 1840s. The actual price after

. LA
. the price fall probably ‘did not fall below 1\ penny in most cases, although a
Lo ) ) - _

few working class periodicals did come out for-a half penny.ls. ‘

Books “ol -
. ‘i.‘cd .

gThe.range-of.possible book prices and consumption levels ‘was

o ;

particularly wide. It is not beyond the realm of possibility that some
working class readers devoured 3 or &4 novels a day or paid out 30 shillings
for a' new copy of Ivanhoe in the 1830s, however, such occurences were surely
‘quite .ravz. " Some guidance on usage after the 1830-50 price falls 1is provided
by a description by Flora Thompson ‘of the reading habits of women in her
>0xforsh1re halmet in the 1880s.16 Thompson suggests that each woman purchased‘
a penny.novelette each week, implying purchases of 52 per year. However, as

1

Thompson’s,description refers to swapping among readers, one suspects that an

-

avid reader in a situation where reading matter could not be exchanged would ’

have purchased even more. ”In the absence of additional information, the

onSumption of 52 books a year will be taken as a likely candidate for usage
after the price fall for an avid reader in the late nineteenth century,

'

although to_allow for particularly voracious readers{ a_range of up to 150

19
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books per year will be considered.
Tt .

The range of prices that working class™readers woul&\hé@e been

! N
4 - .
- ~ ~ {

willing and acéually did péy for_76oks, is also hard to gauge. Mayhew report§

’ . : - ..
that used books aimed at working class readers in London s>la for 1 or 2
5 . ' {

shillings (Mayhew mentions that working class readers would nect have bought
these books new).17 1t is not inconceivable, however," that particularly avid

working class readers purchased the 5 shilling reprints. aimed at the\middla
2 : /

classes, and sofs shillings will be Used here as an upper limit to the maximum

-

priceﬁaﬁworking class reader would have paid. A lower range for book prices
after 1850, would be the 1 to 6 pence charged for, pamphlets and novelettes.ls“

Pl

! A

1 Letters

An uppef limit for working class letter consumption after fhe\1839
#

postal reform would be provided by Post Office statistics on letter

delivery. 1In 1881,;1etters delivered per capita were 40, which wor1ld
: . . I
' [ I " .
. - 1 :
translate into approximately 144 per 1iterate.19 This, however, overstates

: . /
working class consumption of letters, jas a disproportionate amouut of the

annual volume of letters was almost éurely accounted for by the middle 3nd

4

upper classes gijaell as business mail. Flora Thoppson provides some guidance
: o . \.;

:on working class letter writing patterns in the 1880”s. 1In describing her

village, she referred tn young men writing weekly love 1etters, and at another-

o

point -to daughters in domestic service sending home money once a month. She

/
/
/

also refers to the ppstman télling one hamlet resident particularly eager for

o

S ) ! : " ’ " / -
meil that she had received a letter just last week”. An estimate Of average

.

delivery in the hamlet can be made from Thompson”s statement that for. the

_~entire hamlet consisting of about 30“cottages, daily delivery was "at best 2

= ——

o 2 . .
or 3 1etters."20 Assuming 250 del'very days per year, Thompson“s statement

14

(5]

ook
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would suggeéf’é maximum delivery of 750 letters per year fo the hamlet or 25

i
y

per household. The upper limit for usage after the postél reform, then, was
A3 B

-
“

problably no more than 100 letters per year, with few working class households

t : : <
receiving more-than one letter per week, N
& - Pe P “}+>//

Ve
s

As me&tioned above, postal rates in the 18307s before the 1839i§osta1“

——

reform averaged 7 to 8 pence pef letter. This was probably towards the upper

\\1ﬁmit for what a working class person would have been willing to pay

caﬁrempgxgpy reports inﬁicate that the working glesses were not willing tobpay

prevailing postal rates at this time. After the [postal refd?m3 a letter could
& '
cost as’ little as a penny to send anywhere in England.

ri

Converting to Present Values ,

The previous discussion has presented estimates of the components of
- \/ )
the annual flows or consumer”s surplus from using reading and writing

materials. To convert these annual flows into pfesent values one requires
»  estimates of life evpectancies and Internal discount rates. .
’Xée'specific l1ife expentancy estimates for England have been made by -

. - - C - :
= . Werren Thompsoa. Thoempson estimated ‘hat over the period 1839-54 a 10 year

I

& . b
old could have expected to live to age 47.21 1 literacy was acquired at age |

o : ' =+
10, this estimate suggests that in nineteenth century England literacy would

[N ] .

‘have provided a consumption st{ream for roughly 35 to 40 years. Allowance will

IS

< .
be made here for variation in life, expectahcies by considering consumption
3

streams ranging from 25 to 50 years.

I can see no good way to get direct evidence on theé appropriate
. ‘. ‘ T
intérnal {iscount rate. Although there would seem to be no clear upper "bound

’

for ag internal discount rate on the literacy consumptibn'stream, discount
v ° ¢

Y . .
\\\ rates of 5, 10, 15 and 20 percent are considered here to establish how
y 5 \ YI N , .
i

o
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sensitive the present values of the .consumption streams wculd have been to .-

. ) 4
- alternative'values}for the dggcount rate. iﬁ
< \

— .

i ¢ ; . . .
- The qgmponents of the consumption benefit expression are'uﬁed to -

e estimate the)péﬁgg of present,values for the :ousump%ion benefits to literacy
e - N . b *.
}

in tables 1, 2, 3; and 4. o

» [
The possible range df present values implied is qonsiderable from

’

zero gg.initially sugéested up to 474.5ipounds for a gonsumer féﬁing the
\ méﬁigpm'pyice and quality ;Hanges in each of the annual flow tables and the
particula;ly favogablef%iQCOunt rate qu\usage period of 5 p%rcent and'56
y;aré in éhé present value téble.22 Although su;h a wide ;agée gfmmunicatés 
1itt1é'more thaﬁ agnosticism about the cohsumption';alue ;’ 1iterac;,

éanumptioﬁ'at levelis in upper end of the pange, though not impossible,.was

. probably on%y'characteristic of. unusually motivated working class readers, and

»

in partiCuléf, readersvwho would have read activelZiFvep before the 1830-56:
pyice falls. A plausible upper range of consuﬁption in the second half of the
"JQ\,- nineteenth century er an active working class reader migﬁt\have been 52 «.
_ newspapers, 52 novelettes and 26 1ettgfs a year; Mosprworkinéiclass readezf

read only w2ekly newspapevs until the 18907s, as stated aboﬁe. Theé women in
P .

: v : <

Flora Thompson”s hamlet purchasing novelettes weekly seem to have been

-particularly avid readers, and few in the hamlet seem to have received a
N
letter more than every two weeks.
. \ i
Using an ugward biased discount rate of 5 percent and usage period of

50 years as well * as plausible upper 1imi£é for the price ¢hange and usage
after the price change yields an estimate for the present,value of consumption

-

benefits to literécy of 25.33 pounds. Evidence is too spérse to state with

any certainty how the consumption value of literacy for Ebe English working

"\ classes would have been distributed below this upper limit. However a

»

. ' n
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evidence that neWspapefs'were spreading into rural villages during this time

AN N 4
.l

as well as the increasipg proportion,of fath-taborers after 1850 with_‘
. s ) i ¥ 1 ’ o

. / &

I C
¥ daughters pn.domestic service sending letters home, makes it likely that a

A substantial proportion of the working classes had expected consumption
DIop , C P
; S o7 : ' S . TAht
ST » o, ' C , L , i

o v benefits considerably above zero. Perhaps a reasonable estimate ‘of' typical-
" ’ ° ' ’ . C’ ) ‘ !
’ value would be Half of the upper bound estimate just presented of 12.5 pounds.
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=0y - TABLE 1 *
* e . ] 4 . : !
, \\/ RANGE -FOR THE ANNUAL FLOW OF CONSUMER™S SURPLUS FROM NEWSPAPERS
. o \\
. ° - O ) . .
Annual - & Price Change in/ Pence ¢
Usage Rates | 1 2 - 3 4
N 0 - . . .
> .5 5 10 . Y15 - 20
' . 10 10 20 ;- - . 30 40
15 £ 15 30 45 . 60
5 200 20 40 62 30
. 30 30 .60 ) 90" 120
\\ . 40 40 80 - 120 160
, 50 | . 50 100 150 200
N 100 Q- 100 *~ « 200 ) 300 T 400
150 150 300 : 450 - " 600
200 200 400 ' 600 800
o 250 250 500 750 , 1000
> 300 1300 600 900 - 1200
o 350 350 700 . 1050 1400
5 ' ' ]
’(' '
o
) =
; \
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] N 3 ' .« fABLE 2
. B . . _—
~ RANGE FOR THE ANNUAL STREAM QF CONSUMER”S SURPLUS FROM BOOKS
1 po | ' : _
=%  Annual /| N o : Price:Change in Pence’ : : '

Usage- Rates 1 2 3 4 5 6 - 22 18 24 36 )48 60

0, _ ' : .
5 v 5 10 15 26 25 30 60 90 120 180 240 300
10 10 .20 30 40 50 60. , 120 - 180. 240 . 360 480 600
15 15+ 30 45 60 7520 90, 180 270 }& ~ 540 720 900
20 20 o 40 60 80 100 120 240 360 _ 480 720 960 1200
30 . 307 60 90 120 150 180 360 540\ 720 080. 1440 1800
40 T . 40 80 120 160 200 - 240 480 720 960\_/1_%4,0 1920 2400
50 <+ 50 100 150 200 250 ’300 . 600 900 ."1206: 1800 2400 3000

75 75 1500 225- 300 375 450 900 1350 7 1800 2700 3600 450
100 . - 100 200 300 400 500 600 - 11200 4/ 1800 240\0 3600 4800 60p0
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TABLE 3

RANGE OF THE ANNUAL STREAM OF CONSUMER”S SURPLUS FROM LETTERS -

Annual ST . ~ Price Change in ‘Pence . L
Usage Rates 1 2 - 3. . 4 5 6. 7 "8
0 _ " | o SR A
5 5 10 15 .20 25 30 '35 40
‘10 77 10 20, 30 40 50 60 70 80
12 12 | 24, .36 . 48 60 72 84 96
15 15 30 45 60 75 90 105 ° 120
20 20 40 60 80 1100 120 140 160
30 30 60 - 90 120 150 180 210 260
40° 40 80 120 160 200 240 280 320
50 50 100 150" 200 250 300 350 400
100 ., 100 ' 200 300 400 500" . 600 700 800
150 150 300 %50 600 750 900 1050 1200
) 200 200 40 .. 600 . £0D 1009 1200 1400 ..600
250 250 500 750 1000 1250 1500 1750 2000
o -
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“TABLE 4, : o
Rt , CONVERSION FACTORS FOR GOING FROM CURRENT FLOWS TO PRESENT VALUES'
\(;‘ : | S, 1 - (1/1-r) . e -
s ‘ ‘ 1 - (/1-n) 7. '
. C. f ' A
{ = / - D) D /
fv’qb‘ {{ // . ‘ . : r * -
y n .05 .10 . . .15 .20
L 25 - 15.733 " 9.478 7.405 5.926
. 30 . 17.140 210.363 7.521 - 5.963
. 35 | . 18.240 . Jo.604 7.578 5.978
. 40 , 19.115 - ' 10.747 7.606 5.984
S 45 . 19.790 ’ 10.839 7.620 5.986 .
50 20-.333 10.896 7.627 5.987
% ' - /
- Note: n it the years of u:age, \
' ’ r isw;\ge internal discount rate.
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To put the consumption-benefit estimates just preSenteq ifto °

L}

.perspective I turn now to comparing these estimates with estimates for the i

. ™~ s v
pecuniary benéfits and the costs of literacy.

p : ‘ oo ' 7 . )

One issue in such comparisons would be to consider whether the

conSumption benefits(gf\literacy alone would hve been large enough t%)justify

incurring the cost oiszquiring literacy. I have estimated elsewhere that the

total cost of acquiring literacy in nineteenth tentury England ranged from 6

tq'lQ pounds with an average of 10 pounds. " Tiis total was composed of direct
: ) ” . ‘ BV I N

"~ tuition costs'ranging from .5 tdﬁi.S pounds and -opportunity Tosts ranging from

6'te 12 pounds.23 Thus with consumption benefitSAtypicdlly'at 12.5 peunds and/
‘p{ansibly as high as 25 pounds,'those benefits ainne may have been Sufficient»
incentive fer people in the English working clagses to acquire literacy.

A second issue is the relative importance of ﬁECuniary'verSus
consumption benefits as'incentives_for acquiring literacy. Elsewhere I have.

estimated that the expected pecuniary benefits of literacy for an.Englishman'

2

of'hpmbie baekgrOund in the nineteenth century ranged from 7 to lootnounds

with a mear 7alue of arounH'SO pounds;24 Expectgd pecuniary benefits do

:

appear to have been 1arger"than'exnected consumption benefits. But the

7consumption benefits were possibly at levels 25 to 50 percent of the pecuniary'.

/ O

benefits and thus were by no means a negligible prOportion of total

\

benefits. Moreover considerable uncertainty appears to have been.associated

PR
{. s

with the pecuniary benefits. Elsewhere I have compared earnings of literate

~
t

' y ) 2 . «
/" and ilfterate sons of laborers during this time period. . This work snggests v

that dltheugh ex ante literacy did. offer a positive expected wage premium, as
many as half of all literate sons of laborersA25 received no wage premium for

their literacy.s Thus it apﬁears:that 1iteracy had to interact with”otherz o

-

B9
OO

s



) L

\ o L= 21 > P . | 4

' : 1
/factors such as ability b% specific skills to command a wage premium. -

Although the consumption benefits of literacy was surely also subjéct to
. . . \ -
considerable individual variation, the pervasiveness of access to newspapers,

books, and postage discussed above may have dpeen strategic in providing those

in the lowest social classes with little hope of using 1itera€§ in the labor

. /
; : market other incentives- forracquiring l{teracy.

T "jl " A third issue in interpretfdg the consumption benefit estimag?&\‘
arises from noting that much of the decline.in rices in newspapers and

’

'

postage can be attributed to government policy: ¥n particular lowering and a

Y

.

then eliminafih.'newspaper taxesvand reducing pdstal rates.  The question

‘ ;Fises of the gagnitude of the impact of these policy changéé compareg with
- other government policies affecting incehti@%s t; acquire 1iteracy;"'Thé most
‘obvious of these qther policy changes was ‘state provision of Subgidized
schoblipé aﬁd restrictions on child labor. One can estimate the c?nsumer%s
surplus gain from Fhe falling newspapér taxes)and\gostal rates as,a,presené
value of about 2 to 7 pOundg.’ Elsewhere 1 have estimated that’the fall in
tuigion costs of literacy due to provision of subsidized séhooling was about 1
pdund.26 Tha fal; in oppo~tunity coéts due to childiiabor 1egislati:ﬁ'is more ~

 -obscure» The fall could have been as high-as 10 to 15 pounds if the ) |

' 1egislétien was strictly enforceé\ﬁnd applied ié situations with relatively\

high opporfunity costs. However, the actual impa%t was probably considerably
=2, ’ N X v B

lower due both to weak enforcement and abundant oBﬁorﬁuniBies for_childﬂlabor*

in- areas not directly regulated by parliamentary 1egisiation. Thus through

i
|

apparently indi?éét channels, the imgact of government policy .on the
consumption benefits of ljteracy may have been a far more'important factor in
the rise of popular literacy in nineteenth.pentury_Englaqd than the far more

“obvious channels! of school pfovision and child labor legislation.
] . *
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These results for nineteenth century England would suggest that [

! consumption benefits shauld alsd be considered in'analyses of literacy in

’ . —te

CUrrently developing countries. . However this conclusion must be tempered by

noting some obvious differences between the situation in nineteenth century
England and that in many developing countries. : -

o

.fFirst many developing countries today have substantially lower

1iteracy rates’ than England in the nineteenth century. As recently as the

: , .
4 1960s, some African countries had literacy rates under 10 percent and many

were in the 10 to 20 percent rangef"Such populations -almost surely have far

E

less contact with literates or literacy materials than illiterate Englishmen
in the nineteenth century.. Consequently in situations of improved access towa

lower cost of literdcy materials, considerations related to the diffusion of

- information concerning the basic nature of ‘literacy and to basic. shifts in

4
«

o 0utlook associated with encountering literate cu1ture are likely to be far

more"impontant than they were for the case of n{neteenth century England.

" ‘~Second, in the twentieth century traditional printed and written LN
‘ : , - ?
media fice increasing corpetition from electronic megii. In currently

_developing countries the most important competitor is probably the radio.
rd

. Many population groups in developing countries may have better access to

radios than to printed matter or:the mails. Since the radio .would not seem to

» . , 1 ) .
require literacy, this would seem to be a force lowering the consumption

a3

benefits of literacy. At the same time the existence of competing forms’ of

yal

communciations media may provide a policy teol by which governments can affect
/

incentives to acquire 1iteracy. éﬁbsidizing printed relative to electronic
. ’ , @
'media may be an important indirect way of increasing the benefits and hence

the incentives to acq?&re 1iteracy. .
. ~ 3
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