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lish in its present position at the apex of the international hierarchy of languages, 
and it may not remain there forever. Against the background of recent political 
developments – notably Brexit –the question has already been raised: “Have we 
reached peak English in the world?” (Ostler 2018).
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Inazo Nitobe, 1862-1933, Undersecretary League of Nations 1920-1927 
and leading Esperantist depicted on a Japanese 5000 Yen note

Kindleberger’s essay appeared during the final phase of the Bretton Woods fixed 
exchange rate system that culminated in the suspension of the convertibility of 
the dollar into gold. Yet, in the new floating system, the US dollar remained at the 
centre of the world currency system. He pointed out that rearrangements were 
necessary and that “it is important that rates of interest in the international capital 
market be determined internationally, on the basis of conditions in Europe and 
Japan, as well as in the United States ”(Kindleberger 1967, 7, emphasis added). 
China wasn’t even mentioned in a footnote.

A mere half century later, in 2016, the Chinese Renminbi (yuan) became one 
of the world’s reserve currencies. The Special Drawing Rights (SDR) reserve 
basket of the International Monetary Fund is now composed of 41.73 percent for 
the U.S. dollar, 30.93 percent for the Euro, 10.92 percent for the Chinese yuan, 
8.33 percent for the Japanese yen, and 8.09 percent for the Pound sterling, thus a 
bigger share for the Chinese currency than for Japanese yen and Pound sterling.

Marketwatch.com (18 Jan., 2018) of the Dow Jones Media Group asks: 
“Could China’s yuan replace the dollar as a reserve currency?” Just a decade 
ago, the very question would have made people laugh; nowadays the fact that it 
is being discussed in earnest is a cogent reminder of how transitory some of the 
things are that we take for granted.

“Could Chinese replace English as the language of international communi-
cation?” Many people will find this question equally laughable but is it beyond 
imagination? Supported by some economists, the man and woman in the (Western) 
street will justify their incredulity with efficiency arguments, pointing to the writing 
system: Chinese is so cumbersome. Nobody can learn it. Which, of course, is just 
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language ideology. In Japan, literacy rates have been on a par with Western coun-
tries for several generations and China has achieved comparable levels too. In 
connection with China’s emergent superpower status, Lo Bianco (2007, 5) speaks 
of a “phenomenal expansion in the teaching and learning of Chinese”.

In short, we are dealing with volatile systems. A half a century is not a long time 
but long enough to refrain from making predictions. What will be the Renminbi’s 
role, what that of Chinese in 2070? We can contemplate these questions and try to 
develop models that include the relevant variables but no responsible scholar 
would make any predictions. There are just too many imponderables.

By way of concluding this section, let me draw your attention to one more 
factor that strikes me as particularly interesting, local means of exchange.

Language endangerment has been a topical subject of discussion and research 
for some time but national languages have, so far, not driven out local languages. 
Many minority languages, dialects and local varieties continue to be used on a local 
level. Likewise, national currencies have not, so far, driven out local currencies. 
Consider, just briefly, the numbers (Table 2). Like the languages of the world 
comprise more than the national languages officially recognised as such, the cur-
rencies of the world comprise more than those recognised as legal tender.

As is well-known, languages are difficult if not impossible to count. Counting 
currencies isn’t much easier, although, partly at least, for different reasons.

Counting languages is an exercise in vagueness as they merge into each other 
and cannot be separated without a measure of arbitrariness. This is why nowadays 
linguists speak of “named languages”. This doesn’t solve the problem of counting, 
though, as the same idiom may be a language here and a dialect there, like Picard, 
which Belgium grants language status but France considers a dialect or patois.

The principal difficulty of counting local currencies is that there are many 
which nobody knows anything about. They are used locally only and, literally, 
nobody else’s business. What is more, like shadow banks, they are unregulated 
financial intermediaries that facilitate the creation of credit and as such may straddle 
the boundary line between what is legal and what is illegal. An additional diffi-
culty is that experts on the subject may not agree on their definitions of “local 
currency”. Various terms are used, whereby it is not clear whether or not they are 
synonymous, such as, for instance, “off-the-book loan”, “Bank Acceptance Note”, 
“collective credit support”, “scrip”, “IOU (I owe you) note”, among others.

Because of these and other imprecisions, we have to make do with estimates, 
both with regard to languages and currencies. It is incontrovertible that languages 
and currencies outnumber officially recognised languages and currencies by a 
large measure. How large? By a factor of 30, or so. Interestingly, and this is why it 
may be enlightening to investigate this parallel in greater depth, this is roughly the 
same order of magnitude. The rough-and-ready number of languages in the world 
currently cited is 7,000 while the largest estimate of alternative currencies in the 
world I found exceeds 6,000 (Sobiecki 2016).
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Sovereign states recognised by the UN 197

Languages with official status 207

Currencies recognised as legal tender 180

Languages of the world approx. 7000

Local/alternative currencies approx. 6000

Table 2:  Number of official languages and legal currencies compared with the number of 
languages and currencies

Different means of exchange coexist in a hierarchy, fulfilling different functions. 
Local languages and local currencies are characterised by a limited range, where 
the limits in terms of numbers of users is both fate and design. The main purpose 
is community protection, that is, to prevent the drying up of monetary and cultural 
capital. The advantage, imagined or real, is community integration, the drawback, 
insularity. 

The challenge for scholarship is to find out how advantages and disadvantages 
can be balanced to achieve a beneficial division of labour between the various 
means of exchange that together constitute the system.

In financial economics, the “Theory of Optimum Currency Areas”, first devel-
oped in the 1960s (Mundell 1961), tries to determine the factors that, in combina-
tion, make for an optimum currency area. It argues, for example, that a country 
can join a currency union if the benefits for its economy of doing so outweigh the 
cost of forsaking an exchange rate mechanism as an instrument of adjustment. It 
predicts that in the absence of exchange rate adjustments in response to a crisis, 
adjustments in capital and labour must be possible in order to avert negative 
effects such as unemployment.

This theory last received considerable attention when the Euro was brought into 
existence in 1999. Immediately before that happened, economist Milton Friedman 
argued that 

Europe exemplifies a situation unfavourable to a common currency. It is composed 
of separate nations, speaking different languages, with different customs, and 
having citizens feeling far greater loyalty and attachment to their own country 
than to a common market or to the idea of Europe. (Milton Friedman, The Times, 
19 November 1997)

Rather than just considering efficiency, Friedman, a hard-core neoliberal econo-
mist, talks about nations, languages and customs. That’s interesting. If these 
“soft” criteria play a role in determining an optimum currency area, it is fair to 
assume that with regard to an optimum language area – if there is such a thing – 
utility, that is, communication efficiency is not the only aspect that needs to be 
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taken into consideration. If increasing efficacy is a driving force at all, it is modu-
lated by other wants, for instance, distinction, tradition, solidarity, belonging, 
inertia and path dependence, as well as political, religious and cultural allegiances.

What is more, there is no clean slate. The equality of languages is an abstraction 
far removed from reality. Languages exist in a hierarchical order, which at any 
given point in time exercises an influence on how language arrangements are 
maintained and changed.

10. Concluding remarks
Let me return to my original question: “Which, if any, economic model or theories 
can help explain the distribution of languages in the world?”. We can split this up 
into two questions:
 – Can the distribution of languages in the world be explained in terms of eco-

nomic incentives, forces/exigencies?
 – Is there an economic theory that explains the distribution of languages in the 

world?

The answer to the first question is “Yes” in the sense that economic forces have 
an influence on shaping the linguistic map of the world and that these forces and 
activities can be identified. However, the answer to the second question is “No”.

We have seen that the Theory of Political Economy looks at language in various 
fields and from various points of view: as a legacy of colonialism; as an asset for, 
or impediment to, economic development; as an influence on trade flows; as a 
commodity, human capital and as a public good. And finally, we have looked at 
language as a means of exchange that shares several properties with another 
important means of exchange, money.

The discussion has shown that, by themselves, these theories and factors can 
elucidate various economic aspects of language but none of them can comprehen-
sively account for the distribution of languages in the world, and it is doubtful 
whether, taken together, they can provide such an explanation. Languages have 
utility, constitute a value, can be marketed as commodities, form a component of 
human capital and function as a means of exchange. These are not just economic 
metaphors but genuine economic properties of language. However, even in our age 
of efficiency maximisation and marketisation, countervailing ideological forces 
temper economic imperatives such as the principle of least effort, competitive-
ness and economies of scale.

As long as we do not have an economic theory that can exhaustively explain 
human history, we will not have a general integrated economic theory of the global 
distribution of languages because there are too many economic aspects of lan-
guage, none of which seems to be subsidiary to efficiency optimisation.
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Fig. 2:  Language can be analysed in terms of any of the six phenomena depicted above, 
which constitute interconnected parts of the economic system
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