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Multilingual Market Communication among Swedish, Danish, German
and French Small and Medium Sized Enterprises

INGELA BEL HaBIB

Abstract: The author analyses in a study the effects of linguistic skills on the export performance
of German, French and Swedish SMEs. Contrary to popular belief, English does not suffice in
economic relations as many tenders are lost through lack of skills in local languages. Small and
medium sized enterprises (SMESs) increasingly use the specific language of the country to which
they export so as to gain ground in emerging markets. The study shows that multilingualism and
economic competitiveness are closely linked. Swedish, French and German SMEs all use
multilingualism as a strategy for exportations to varying degrees. However, only 27% of Swedish
SMEs present a multilingual export strategy, compared to 68% of Danish SMEs, 63% of German
SMEs and 40% of French SMEs. It would appear that this has an effect on export performance.
The percentage of companies that declare they have missed out on exportation contracts due to
language barriers were much higher in Sweden (20%) than in Denmark (4%), Germany (8%) and
France (13%).

Résumé: Dans cette étude l'auteur montre que, contrairement aux idées courantes, I'anglais ne
suffit pas comme langue des échanges économiques car de nombreux marchés sont perdus faute
de compétences dans les langues locales. Les petites et moyennes entreprises (PME) utilisent de
plus en plus la langue spécifique du marché d'exportation afin de s'établir dans les marchés
émergents. Se basant sur les petites et moyennes entreprises suédoises, allemandes et francaises,
l'auteur montre qu'il existe un lien étroit entre multilinguisme et compétitivité économique. Les
PME suédoises, francaises et allemandes pratiquent le multilinguisme comme stratégie
d'exportation. Cependant, seulement 27% des PME suédoises ont une stratégie d’exportation
multilingue, comparé a 68% parmi les PME danoises, 63% parmi les PME allemandes et 40%
parmi les PME frangaises. Cela parait avoir un effet sur la performance a l'exportation. Le
pourcentage d'entreprises qui disent avoir raté des contrats d'exportation en raison de barriéres
linguistiques est beaucoup plus élevé en Suéde, 20%, contre 4% pour le Danemark, 8% pour
I'Allemagne et 13% pour la France.
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If I'm selling to you, I speak your language. If I'm buying,
dann miissen Sie Deutsch sprechen (Willy Brandt)

Summary

Based on the language of economic analysis I have in this study conducted a comparative
analysis of Swedish, Danish, German and French small-and medium-sized enterprises. The study is
based on statistical data from several national and international sources and shows that Swedish
small-and medium-sized enterprises are using far fewer languages than those in other European
countries. Swedish SME companies use mainly the English language and to some extent, German
and French and therefore tend to export to neighboring markets, particularly Scandinavia. On the
other hand small-and medium-sized companies in Denmark, England, Ireland, Germany, Poland,
France and Portugal use up to between 8 and 12 market languages, which gives them better
access to emerging markets.

In addition, the percentage of companies having a multilingual export strategy are at 27% in
Sweden compared to 68% among Danish SMEs, 63% in Germany and 40% in France. This means
that the percentage of firms missing export contracts due to language barriers are much higher in
Sweden and are 20%, compared to 4% for Denmark, 8% for Germany and 13% for France.

The study shows that multilingualism is more complicated than the current belief that English
is the only market language. Small-and medium-sized enterprises are using to an ever increasing
extent the specific language of the export market to establish themselves in new emerging
markets. The market languages that are analyzed in my study in the context of SME's export
success are English, Russian, German, French, Spanish, Italian, Polish and Chinese.

Sweden, Germany and France have a similar industrial structure and compete for the same
markets. I have therefore chosen to essentially compare these three countries regarding the
relationship between multilingualism and export success.

The study shows that Swedish SMEs only use three market languages, mainly English. German
SMEs make use of most market languages, up to 12, while the French SMEs use about 8 market
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languages. Here we can speak of a Swedish competence paradox. Although Sweden has a higher
proportion of multi-lingual inhabitants than Germany and France, Swedish SMEs use a smaller
number of market languages, which limits the export geography to Europe, mainly Scandinavia.
Fewer market languages thus makes Swedish exports more vulnerable and inhibits the export
performance. In this study I have shown that the use of the specific language of the export
market in small-and medium-sized enterprises, among other things, provides:

1. A larger number of export countries and a higher export turnover share —
Greater investment in multilingual staff brings about 10.7 export countries for the German SMEs,
and 7.8 export countries for the French SMEs on average. Lower investment in multilingual staff
only gives the Swedish SMEs 3.9 export countries on average. Among the German small-and
medium-sized enterprises 56% have an export turnover share that is between 10 and 39% versus
41% in France. The proportion of companies where the share of export turnover is more than
40% is 40% for German SMEs and 27% for French SMEs. Among the exporting small Swedish
companies the export share of total turnover is relatively low. Only 2% have an export turnover
share above 80%. 18% of the companies present an export turnover share between 1 and 20%
and 9% above 20%.

2. A larger proportion of exporting companies and a better export geography —

The higher the multilingual skills among SME companies, the greater proportion of firms exporting
to emerging markets and the better the export geography. Among German SMEs 43% are
exporting to Central Asia, compared with 10% of French SMEs, and 8% of Swedish SMEs. This
seems to be correlated with business language skills in Chinese. Among German SMEs 30% are
exporting to South America, compared with 13% of French and 8% of Swedish SMEs. This seems
to be related to business language skills in Spanish and Portuguese. 41% of German SMEs export
to East Asia and Oceania, compared with 28% of French and 14% for Swedish SMEs.

3. A larger market share in the BRIC countries —
Higher multilingual skills also seem to give a larger market share in the BRIC countries: Brazil,
Russia, India and China. Germany's market share is 5.6 in China, 5.9 in India, 10.4 in Brazil and
16.8 in Russia. The corresponding figures for France are 2.1 for China, 3.1 for India, 4.8 for Brazil
and 3.5 for Russia. This compared with Sweden's figures that are at 0.7 for India, 1.2 for Brazil
and 1.8 for Russia. Sweden's market share in China has not developed enough so that it can be
included in international trade statistics.

4. A larger number of foreign customers and a larger proportion of foreign
establishments —
Among German SME companies, which have higher language skills than French SMEs, the
percentage of companies billing more than 50 customers abroad are at 63%. The corresponding
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figure for France is 15%. Multilingual skills are also important for foreign establishment. Among
German companies 49% have some form of foreign establishment, compared with 24% in France
and 7% in Sweden.

Exports are affected by many variables other than language. The relationship between export
success and use of market languages remains even when taking into account other influential
factors such as foreign exchange differences, macro-economic conditions, corporate structure and
company size, geographical location and size of the domestic market, outsourcing strategies and R
& D intensity of small-and medium-sized enterprises.

1. English is no longer dominant in world trade and internet
traffic

The English language's role as the sole language for Internet and world trade has declined and
other languages are being used to an increasing extent. The Chinese language's importance for
trade relations, for example, has grown from 5% in 2000 to 20% in 2009. Meanwhile, the English
language's importance has declined from 51% in 2000 to 29% in 2009.

Source: Global Reach Internet and the World State, 2009.

As we can see English is not the only language used in international business relations. This is
due to the tendency for companies to try to use the local language of the market if possible, and if
not, then one of the major European languages, such as German, Spanish or French.

When 2000 small and medium-sized companies in 29 countries were asked by the European
Commission, in their study on effects on the European economy of shortages of language skills in
SMEs, to identify the languages they used in their major export markets it was apparent that there
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is widespread use of intermediary languages for third markets. For example, English is used to
trade in over 20 different markets, including the four Anglophone countries, UK, USA, Canada and
Ireland. German is used for exporting to 15 markets (including Germany and Austria), Russian is
used to trade in the Baltic States, Poland and Bulgaria and French is used in 8 markets (including
France, Belgium and Luxembourg).

The percentage of separate instances of languages used for specifically identified export
markets by companies in the sample is:

English 51%
German 13%
French 9%
Russian 8%
Spanish 4%
Others 15%

It is surprising that English is not more widely spread. This is due to the tendency for small
and medium-sized companies to try to use the local language of the market if possible, and if not,
then one of the major European languages. In Belgium, there are cases of companies using many
languages, e.g. English, German, French and Dutch, as a minimum. Much depends on the
multilingual receptivity of the country concerned, as well as geographical and cultural proximity:
Russian is used in Bulgaria; Spanish is used to export to Portugal; French is used in Spain and
Italy (European Commission, 2006).

2. Language use in SMEs

Small-and medium-sized enterprises in Europe are using to an ever increasing extent the
specific language of the export market to establish themselves in new emerging markets. The
languages used in the context of export of SMEs vary from one country to another. Data from six
European countries show that companies using fewer market languages have a higher percentage
of missed export contracts.

The table below shows that Swedish SMEs in the study sample make use of only three market
languages: English, German and French. In the other surveyed countries, SMEs make use of at
least eight market languages. In addition, the SMEs in the other countries use market languages
to a greater extent than the Swedish. In Denmark, for example, 81% of SME companies use
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German and 33% use French. In England 45% of SME firms make use of French and 37.1% of
German, compared with 25% and 14% among Swedish SMEs.

The German and French languages are thus used by far fewer Swedish SMEs than in other
countries. An important observation here is that all European countries in the study group use
Swedish or Scandinavian as a market language. Particularly striking is the fact that Swedish SMEs
still use English as their primary language despite the fact that SMEs in England, Ireland and
Scotland in their business use at least eight languages, including Swedish.

Denmark Ireland Portugal England Poland Sweden
English 92%|French 43%|English 90% |French 45% | English 88% |English | Bo%
German 81%|German | 40%|French 78% |German 37,1%|German | 77,7%|German | 25%
French 33%|Italian 20%|Spanish 54% |Spanish 21,6%|Russian | 37,3%|French | 14%
Swedish 19%|Spanish | 16%|German 23%|Italian 12%|French 17.5%
Spanish 17%|Japanese | 4%|ltalian 18% |Dutch 5%|Italian 7.2%
Morwegian | 12%|Swedish | 3% Swedish 0,9%| Scandinavian | 3,5%|Spanish 3%
Italian 6% |Norwegi 3%/ Dutch 0,5%| Japanese 3,1%|Swedish 1,2%
an

Portuguese | 4%|Dutch 1%| Norwegian | 0,5%| Chinese 2.6%|Czech 1,2%

Danish 0,5% |Portuguese 2,1% |Dutch 1,2%

Greek 0,5% |Russian 2%|Hungaria| 1,2%

n
Arabic 1,6%

Percentage of
firms missing
contracts due to 1% 3% 6% T% 20%
lack of linguistic
skills

Language use in exporting companies in a number of European countries. Sources: European commission,
2006, Reflect, 2002, Elise, 2001.

When we study language use among SME companies in separate countries related to export
success the relationship between the two variables becomes even more clear. The table above
shows that in countries where companies are using many languages the percentage of firms
missing export contracts due to language barriers are lower. The percentage of SME companies
missing export contracts due to language barriers are 20% in Sweden compared with 1% for
Ireland, 6% for Britain, 3% for Portugal and 7% for Poland.
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3. The economics of multilingualism

The link between language skills and export success has previously been studied at both a

macro-economic and micro-economic level.

3.1 The macro-economic dimension

An emerging research field called Economics of multilingualism increasingly emphasizes the
importance of language and multilingualism in the economy in general and export performance in
particular. Multilingualism has become more and more important to economic growth. In several
publications Grin (1990, 1996, 2002, 2006, 2009) has provided an overview of the study of the
economics of language. Grin (2006, 2009) defines the concepts and tools of economics of

multilingualism at a macro-economic level.

Yy

4

The model of economics of multilingualism. L: language, linguistic variables, E: economic variables, X: all
other variables (F. Grin 2006, 2009).

Economic considerations in multilingualism constitute a relatively new development. Language
is not often thought of as a discipline relevant to economics. The economics of multilingualism
points to the main issue: How do language variables affect economic variables?

According to the research group studying economics of multilingualism at the University of
Geneva the language diversity in Switzerland generates 9% of GDP . The researchers began by

Published on line : 2011/10
http://www.sens-public.org/article.php3?id_article=869
© Sens Public | 7


http://www.sens-public.org/article.php3?id_article=620

INGELA Bl Hasis
Multilingual Skills provide Export Benefits and Better Access to New Emerging Markets

stating that Switzerland has four main languages in decreasing order of number of speakers:
German, French, Italian and Romansh, which is spoken by 0.5% of the Swiss population. English,
which is used more and more in business, is also taught earlier and earlier, especially in the
German-speaking part of Switzerland. The researchers found that Swiss multilingualism generated
46 billion francs, which is 9% of GDP (Geneva, 2009).

This is the first time the economic value of a country’s language skills has been calculated.
Thus, Swiss multilingualism is a source of wealth and not only in terms of culture.

Many studies measure language barriers as trade tariff equivalents. Frankel, (1997) Frankel &
Rose (2002), and Heliwel (1999) attempted to measure language differences as trade barriers and
have quantified the costs of language barriers as between 15%- 22% in terms of tariff
equivalents. They also estimate that sharing a common language can reduce language barriers to
bilateral trade by between 75% and 170%.Noguer & Siscart (2003) argue that language barriers
vary across sectors: the tariff equivalent of language barriers is close to zero they say in sectors
such as agriculture, mining, petroleum refineries, iron & steel and food. However, there are large
tariff equivalents of language barriers in printing & publishing (18%); clothing (14%);
professional, scientific and controlling equipment (10%). F. Grin showed that the value of
multilingualism varies though from one sector to another.

Sector Value

IT services +22.67%
Chemical Industry +16,20%
Transport +16,03%
Mechanical Engineering Industry +15,31%
Manufacturing +12,33%
Finance +11,92%
Retail +3,45%
Administration +2,84%
GDP +9%

Source: Les langues étrangéres dans l'activité professionnelle (University of Geneva, 2009).

The research report "Les langues étrangeres dans lactivité professionnelle” (University of
Geneva, 2009) listed the key figures in the table above showing the effects of multilingualism on
different sectors. Multilingualism has the greatest impact on IT services (22.67%). Chemistry,
transport and mechanical engineering hold a second position with 16.20%, 16.03% and 15.31%.
Manufacturing and finance occupy a third place with 12.33% and 11.92%. In public administration

and retailing multilingualism is less important (2.84% and 3.45%).
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3.2 The micro-economic dimension

The economics of multilingualism has also been defined at a micro-economic level. The micro-
economic analysis model was developed mainly in connection with the measurement of export
effects of lack of language skills in business. It is particularly the British Chambers of Commerce
and The National Centre for Languages that have launched the model.

Lack of language

Reluctance to Problems due to

tackle new linguistic and

markets cultural barriers

Loss of contracts,
turnover and
profitability

Effects of lack of language skills on export (The National Centre for Languages, 2009).

The British Chambers of Commerce language survey (2004) explicitly looked at the impact of
language skills on export performance. It identified four different profiles of export managers
based in the UK, taking into account their motivations, ambitions, education and individual
language competence and classifying them as: opportunist, developer, adaptor and enabler.
These behavioural styles were then linked with different types of export performance in their

companies.
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Percentage of companies in each category having an annual export turnover above 750.000 Euro. British
Chambers of Commerce (The National Center for Languages, 2009)

The survey found there was a direct correlation between the value an individual export
manager placed on language skills within their business and annual turnover. Only 33% of
Opportunists, who valued language skills the least, had an annual export turnover above
€750,000. This increased to 54% for Developers, 67% for Adapters and 77% for Enablers, who
placed the most value on language skills within their business. Moreover, export sales by
Opportunists were declining by an average of €75,000 a year per exporter, while Enablers’ exports
were increasing by an average of €440,000 a year per exporter.

The European Commission has studied the impact of language skills on export performance
(ELAN: Effects on the European Economy of Shortages of Foreign Language Skills in Enterprise,
European Commission 2006). The survey of SMEs in 29 countries found that a significant amount
of business is being lost as a result of lack of language skills. Across the sample of nearly 2000
businesses, 11% of respondents (195 SMEs) had lost a contract as a result of lack of language
skills. Many were unable or unwilling to indicate the size of the contract lost, but 37 businesses
had lost actual contracts which together were valued at between € 8 million and € 13.5 million. A
further 54 businesses had lost potential contracts worth in total between €16.5 million and €25.3
million. At least 10 businesses had lost contracts worth over €1 million.
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4. The export effects in SMEs of multilingual market
communication

4.1 Selecting the surveyed countries: Sweden, Germany and France

The importance of multilingualism varies by sector and industrial structure. Therefore the
importance of language barriers for trade is affected by a country's industrial structure. Sweden,
Germany and France have a similar industrial and economic structure and can therefore be
compared with regard to the use of export languages among SMEs.

Based on the language of economic analysis I have in this study conducted a comparative
analysis of Swedish, German and French small-and medium-sized enterprises. The study is based
on statistical data from several national and international sources which will be referred to in each
specific table or diagram and list of references.

4.2 Selected variables

«  Number of used languages and proportion of SMEs using export languages
«  Proportion of SMEs having a multilingual export strategy

«  Number of export countries

«  Export turnover share

« Market share in the BRIC-countries

«  Proportion of exporting SMEs to a specific country

«  Proportion of exporting SMEs to various geographic areas

«  Number of foreign customers and proportion of SMEs having a foreign establishment
«  Proportion of SMEs adapting their website for foreign markets

«  Percentage of SMEs missing export contracts due to language barriers.

e Proportion of multilingual inhabitants in each surveyed country

4.3 Other variables taken into account

Exports are affected by many variables other than language. The relationship between export
success and use of market languages remains even when taking into account other influential
factors. The main intermediate variables that have been considered when studying the role of
multilingualism in exports of Swedish, French and German SMEs are:

¢ Currency Differences

* Macro-economic conditions

e Industry Structure

e Company structure and size of company

* Geographic location and size of the domestic market
» Export prices and production costs

¢ Qutsourcing Strategies

¢ R & D intensity
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5. Language use and export success among Swedish, German
and French SMEs

5.1 Multilingual export strategy and loss of export contracts

The proportion of SME companies having a multilingual export strategy is lower in Sweden
than in the EU. Multilingual export strategy means that SMEs i) always aim at communicating in
the target country's language in negotiations ii) require office staff to have command of at least
one foreign language. The proportion of firms reporting that they miss contracts due to lack of
language skills are 20% in Sweden compared with 11% in the rest of the EU. This seems to be
correlated with the proportion of SME companies having a multilingual export strategy, 48% in the
EU and 27% in Sweden.

In addition, the percentage of companies having a multilingual export strategy are 63% in
Germany and 40% in France. This means that the percentage of firms missing export contracts
due to language barriers are much lower in Germany (8%) and France (13%) compared to
Sweden (20%).

Percentage of SMEs missing
export contracts due to lack of
language skills

Percentage of SMEs having a
multilingual export strategy

EU 27- Average [11% 48%
Sweden 20% 27%
Germany 8,00% 63,00%
France 13,00% 40,00%

Source: European Commission, 2006.

The term multilingualism refers both to a situation in which several languages are spoken
within a certain geographical area and to the ability of a person to master multiple languages.

When we compare the proportion of multi-lingual inhabitants in the total population, we
discover, however, that Sweden has a higher proportion of multilingual inhabitants than Germany
and France. Data taken from the European Commission's Eurobarometer, "Europeans and Their
Languages" (2006), show that the percentage of the population speaking at least one language
other than mother tongue are 90% in Sweden compared with 51% in France and 67% in
Germany. The proportion of the population speaking at least two languages besides their mother
tongue are 48% in Sweden compared with 21% for France and 27% for Germany. Sweden also
has a very low proportion of the population who do not speak any other language than their
mother tongue, 10% vs. 49% for France and 33% for Germany.
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Percentage of SMEs |Percentage of population|Percentage of population |Percentage of population |Percentage of

using a multilingual |speaking more than one |speaking more than two |speaking more than three |population speaking

export strategy language languages languages only mother tongue
France 40% 51% 21% 4% 49%
Germany 63% 67% 27% 8% 33%
Sweden 27% 90% 48% 17% 10%

68% 88% 66% 30% 12%

Denmark

The Swedish language skills' paradox. Source: The European Commission, 2006.

Sweden has a higher proportion of multilingual inhabitants among the total population
compared with France and Germany. Yet the percentage of firms having a multilingual export
strategy is relatively low. Here we can talk about a Swedish paradox. The low proportion of SME
companies having a multilingual export strategy and the high percentage of firms missing export
contract stands in contrast to the high proportion of multi-lingual inhabitants in the population and
constitutes a clear indicator that Sweden does not make full use of its language assets regarding
exports. The gap between the country's high proportion of multi-lingual inhabitants and the low
percentage of multi-lingual staff at the enterprise level we can call the Swedish language skills'
paradox.

Denmark also differs markedly from France and Germany, but is comparable with Sweden
regarding multilingual skills of the population. Denmark has a considerably higher rate of use of
multilingualism in the context of export. Among Danish SMEs 68% present a multilingual export
strategy compared to only 27% in Sweden.

5.2 language use in Swedish, German and French SMEs

Among Swedish SMEs only three languages are used: English used by 86% of companies,
German used by 25% of companies and French used by 14% of companies. French SMEs make
use of at least four languages: English (45%), German (30%), Spanish (10%) and Italian (5%).
Other languages are used by 11% of French SMEs (including Portuguese and Japanese).
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Percentage of Percentage of German |Percentage of French |Percentage of Percentage of German |Percentage of French
Swedish SMEs using |SMEs using SMEs using Swedish SMEs using |SMEs using web SMEs using web
web languages languages languages
English 86%|English 80,6%|English 45% only 10% |only 43%
na |na German French
German 25%|French 33,6%|German 30% English 87%|English 57%
French 14%|Spanish 13,3%|Spanish 10% French 27%|German 13%)|
[talian 8.3%|ltalian 5% Spanish 13%|Spanish 10%|
Russian, |using to Other 11% Italian 9%| Italian 4%
Dutch, some extent |languages, Chinese 5%|Chinese 1%
Czech, including Russian 6% |Russian 1%
Portuguese Japanese Polish 4%|Polish 0%
, Danish, and Other Other
Japanese, Portuguese languages 3%|languages 2%
Chinese,
Polish

Swedish, |using
Turkish, sporadically
Hungarian
Bulgarish,
Greek,
Korean,
Serbo-
Croatian,
MNorwegian,
Arabic,
Hindi-Urdu,
Slovene,
Finnish,
Indonesian

Language use and web languages in Swedish, German and French SMEs. Sources: Elise, 2001, Europages,
2006, 2007, TNP3, National report, Germany 2005 and French National Database.

The German SME companies are the most language-intensive among the comparison
countries. German companies' use of language is divided into frequent use, to some extent, and
occasional use. The frequently used languages are English (80.6%), French (33.6%), Spanish
(13.3%) and Italian (8.3%). Eight other languages, including Japanese and Chinese are used to
some extent. Thirteen other languages, including Turkish, Arabic, Hindi-Urdu, Indonesian are used

sporadically.

5.3 High language skills provide better access to emerging markets

Swedish small-and medium-sized enterprises use a smaller number of market languages
compared with those in France and Germany. Swedish SMEs export, primarily to neighboring
markets, mainly Scandinavia, which restricts the export and makes it vulnerable. SMEs in France
and Germany use up to 12 languages, giving them better conditions for market access to

emerging markets.
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Percentage of exporting SMEs
to various emerging markets German SMEs (N=1007) |Swedish SMEs (N=4025) | French SMEs (N=1030)

East Asia och Oceania A1% 14% (South-East Asia) 28%
Africa 25% 5% 28%
Middle East 34% 3% 14%
South America 30% 8% 13%
Central Asia 43% 8% (the rest of Asia) 10%
Number of export countries on

average 10,7 3,9 7.8

Linguistic skills among SMEs
Percentage of companies
presenting a multilingual export

strategy 63% 27% 40%
Number of languages beingused |12+ 3 6+
Number of web languages 8+ n.a 7+

Percentage of companies missing
export contracts due to linguistic
barriers 8% 20% 13%

Proportion of exporting SMEs to growing markets related to linguistic skills. Sources: European Commission,
2006, Europages, 2006, 2007, Swedbank, 2006.

The difference in the proportion of exporting SME companies appears to be correlated to the
number of languages used by SMEs in each country. The higher the multilingual skills among SME
companies, the greater the proportion of firms exporting to emerging markets and the better the
export geography. Among German SMEs 43% are exporting to Central Asia, compared with 10%
of French SMEs, and 8% of Swedish SMEs. This seems to be correlated with business language
skills in Chinese. Among German SMEs 30% are exporting to South America, compared with 13%
of French and 8% of Swedish SMEs. This seems to be related to business language skills in
Spanish and Portuguese. 41% of German SMEs export to East Asia and Oceania, compared with
28% of French and 14% for Swedish SMEs.

High multilingual skills also provide a larger number of export countries. Greater investment in
multilingual staff brings about 10.7 export countries for the German SMEs, and 7.8 export
countries for the French SMEs on average. Lower investment in multilingual staff only gives the
Swedish SMEs 3.9 export countries on average.

Specific la nguage skills also seem to be associated with higher export performance to
separate countries.When we consider the proportion of exporting firms in relation to separate
countries, we can notice that Sweden has a significantly lower proportion of SMEs exporting to
China, Turkey, Russia and Poland than France and Germany. Although Russia is closer to Sweden,
only 12% of Swedish SMEs export there, compared with 29% of German SMEs and 19% of French
SMEs. There are only 19% of Swedish SMEs exporting to Poland, compared with 42% of German
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SMEs. This is an interesting contrast, given that Poland is a neighbor of both Sweden and

Germany. Even France has a higher percentage of exporting SME firms to Poland (23%).

Export countries German SMEs (N= 1007)|Swedish SMEs (N = 1500) | French SMEs (N= 1030)
China 23% 8% 19%
Turkey 25% 6% 16%
Russia 29% 12% 19%
Poland 42% 19% 23%
Linguistic skills among

SMEs

Percentage of

companies presenting a

multilingual export

strategy 63% 27% 40%
Number of languages

being used 12+ 3 6+

Percentage of
companies missing
export contracts due to
linguistic barriers 8%

20%

13%

Proportion of exporting SMEs to various countries related to linguistic skills. Sources: European
Commission, 2006, Europages, 2008, SEB, 2009.

High multilingual skills also seem to give a larger market share in the BRIC countries: Brazil,

Russia, India and China. Germany's market share is 5.6 in China, 5.9 in India, 10.4 in Brazil and

16.8 in Russia.

Export Market Share in |Market Share in |Market Share in  [Market Share in
Countries China India Brazil Russia

France 2,1 3,1 4.8

Germany 5,6 5.9 10,4

Sweden n.a 0,7 1,2

Source: UN Comtrade Database

The corresponding figures for France are 2.1 for China, 3.1 for India, 4.8 for Brazil and 3.5 for

Russia. This compared with Sweden's figures that are at 0.7 for India, 1.2 for Brazil and 1.8 for

Russia. Sweden's market share in China has not developed enough so that it can be included in

international trade statistics.
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5.4 Multilingual website provides higher export

When SMEs are looking to expand their business globally, Internet or more precisely a
multilingual website can greatly help them to reach a global audience. By incorporating
multilingual support in their website, companies are greatly increasing their chances to capture
more business.

There are no data available for Swedish SME companies concerning website and
multilingualism. But when comparing German and French SMEs I find a connection between
having a multilingual website and export performance.

The German SME companies present higher web language skills than the French firms. In
Germany a larger number of web languages are used by a greater percentage of SME companies.
Against this background, it has been possible to further test the hypothesis of export impact of
language skills with particular focus on the German and French SME companies web language
skills in English, Spanish, Polish, Russian and Chinese. In principle, a larger number of languages
and a higher percentage of companies using these at their website should yield a higher
proportion of companies exporting to the market where the specific language is spoken.

German Percentage of | Percentage of
Linguistic skills SMEs (lf\;inlc 513%1)\/[]38 exporting exporting 51);1;1(()2
(N=1007) German SMEs|French SMEs
Percgntage of firms using 7% 579, 43% 9% USA
English as a web language
Central
Percgntage of firms using 13% 10% 21% 12% and
Spanish as a web language South
America
Percentage of firms using o o o o .
. 5% 1% 23% 19% China
Chinese as a web language
Perce.:ntage of firms using 6% 1% 399 15% Russia
Russian as a web language
Pergentage of firms using 4% 0% 42% 3% Poland
Polish as a web language

Percentage of exporting German and French SMEs related to web language skills in the languages of the
export markets. Sources: Europages, 2006, 2007 and 2008.

The table above shows clearly that the German SME companies have a higher percentage of
exporting companies to all studied countries and export markets. This appears to be related to a
larger percentage of companies presenting web language skills in each market language. In all
cases higher web language skills result in a higher proportion of exporting firms.
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Higher web language skills give the German SME firms a real advantage in Central and South
America. 21% of the German SME companies export to this area, compared with 12% among the
French.

Furthermore, the German advantage in Russia and Poland cannot only be explained by
Germany's geographical proximity to these countries. Quite 39% of the German SME companies
export to Russia compared with only 15% of the French. Language skills appear to have a bearing
on this. Among the French SME companies, only 1% use Russian as a web language, compared
with 6% for the German ones.

Germany's superiority in Poland can be partially explained by geographical proximity, but
language skills also play a role. Quite 42% of German companies export to Poland, compared with
23% of the French. 4% among German SMEs use Polish as a web language compared to none for
the French. Overall, we can notice that the proportion of SMEs exporting to a certain country or
area can be correlated with the percentage of companies using the language of the export market

as a web language.

5.5 Language skills provide a higher number of foreign-billed customers

Data from firms about the results (sales, profits) are limited. This is often due to the fact that
companies want to protect trade secrets. But enough information is available on the French and
German SMEs foreign-billed customers. The number of foreign-billed customers is an indicator that
can be used instead of sales to measure the impact of language skills on economic performance of

exports.
Number of foreign-billed German SMEs French SMEs
customers (N=1007) (N=1030)
Less than 5 customers 1% 17%
Less than 9 customers 3% 26%
10-49 customers 30% 44%,
More than 50 customers 63% 15%
Linguistic skills
Number of used languages 12+ 6+
Perceqtage of SMES using a 10% 439%
monolingual website
Percentage of SMEs using a 90% 57%

multilingual website

Number of foreign- billed customers among German and French SMEs related to language skills. Sources:
Europages 2006 and 2007. European Commission, 2006.
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Higher language skills among German SMEs appear to have direct effects on the number of
foreign-billed customers. Among German SME companies, which have higher language skills than
French SMEs, the percentage of companies billing more than 50 customers abroad are at 63%.
The corresponding figure for France is 15%. Furthermore, 44% of French SMEs invoice between
10 and 49 customers abroad. This is the largest category. Entire 17% have less than five
customers abroad.

The corresponding figure for the German SMEs is only 1%. Here we can again observe
differences in export performances that seem to correlate with the companies' linguistic skills in
the specific language of the export market.

5.6 The higher the multilingual skills the higher the export turnover share

High multilingual skills also seem to yield a higher export turnover among SMEs.Lyssna Better
language skills affect the ability of companies to expand abroad and have an impact on the level
of export sales proportion.

. French
Export turnover share, foreign establishment (ge:rlilgggMEs S(gejljilosol;/IEs SMEs
(N=1030)
Percentage of firms where between 10 and 39 >6%
. 18% (1-20%) 41%
percent of sales derive from exports
Percentage of firms where more than 40 percent 40% 9% (more than 20%) 27%

of sales derive from exports
Proportion of foreign establishments 49% 7% 24%
Linguistic skills among SMEs

Percentage of firms having a multilingual export

63% 27% 40%
strategy
Number of languages being used 12+ 3 6+
Number of web languages 8+ n.a 7+
Percentage of firms missing export contracts due 89, 20% 13%

to language barriers

Export turnover share and foreign establishment among Swedish, German and French SMEs related to
linguistic skills. Sources: Europages 2006 and 2007. Nutek, 2009. Féreningssparbanken Analys, 2006.
European Commission, 2006.

Among the German small-and medium-sized enterprises 56% have an export turnover share
that is between 10 and 39% versus 41% in France. The proportion of companies where the share
of export turnover is more than 40% is 40% for German SMEs and 27% for French SMEs. Among
the exporting small Swedish companies the export share of total turnover is relatively low. Only
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2% have an export turnover share above 80%. 18% have an export turnover share between 1
and 20% and 9% above 20%.

Multilingual skills are also important for foreign establishments. Among German companies
49% present some form of foreign establishment, compared with 24% in France and 7% in
Sweden.

6. Denmark's exports of services are higher compared to
Sweden due to corporate language skills

Export of services makes heavy demands on language skills among businesses. The export
figures for separate countries suggest that the use of fewer market languages may lead to a
poorer growth of exports of services. Companies' qualifications in specific market languages can
therefore explain why Denmark has a higher export of services than Sweden.

In this study, I have put forward data at a micro-level to suggest that multilingualism provides
export benefits. The same reasoning can be applied at a macro level, particularly regarding
exports of services. According to the research field of economics of multilingualism, linguistic skills
are most important in the service sector. When we look at Denmark and Sweden, we can notice
that Denmark's exports of services have a better performance than the Swedish. The difference in
corporate linguistic skills, when comparing the countries, seem to play a certain role.

Trade in services across national borders is growing faster than trade in many countries. One
explanation is that trade in services is less cyclical as many business services are based on long-
term contracts. Another explanation is that trade in services to some extent is a-cyclical, that is
less affected by economic fluctuations.

Merchandise trade dominates the Swedish foreign trade, but exports of services have in recent
decades become increasingly important and now comprises about 25% of total exports. But
compared to Denmark, this performance is relatively modest. Over the past ten years, the
Scandinavian countries increased their share of exports of services. Denmark is the country that
showed the largest increase during the period and the country's exports of services are currently
the largest in the Scandinavian countries and represent 39% of Denmark's total exports.

Sweden competes with Denmark in the field of health care for example. In both countries, the
health care sector constitutes a major service export potential. Yet Sweden is far behind Denmark.
Sweden and Denmark's health and social care is characterized by its high quality. Both the
organizational models and services themselves are interesting from an international perspective.
There are good opportunities in both countries for the sector to become a more important export

industry. Examples of services that can cross the border are some types of diagnostics,
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information technology solutions to health care management systems and service / support to
medical devices.

Global aid activities in the health and social services are an increasingly growing area. In this
area, we can notice that Denmark has 10 times the share of UN procurement than Sweden. Of the
UN's total procurement (goods and services) in 2007 Denmark's share was 2.46 percent, while
Sweden's share was 0.2 percent. Looking only at the UN's procurement of services, Denmark's
share was 1.29 percent, compared to Sweden's share of 0.12 percent.

6.1 Corporate language skills behind the higher exports of services in Denmark

The difference between the Danish and Swedish exports of services becomes even clearer
when we compare different export destinations. In 2008, Denmark's exports of services to
Germany amounted to a value of 36 billion Danish crowns. In the same year, Sweden's exports of
services to Germany represented a value of 12.4 billion Swedish crowns. When we look at
corporate language skills, we cannot exclude that the high percentage of Danish companies using
the German language as a market language may be behind the fact that Denmark's exports of
services to Germany are three times higher than Sweden's . According to existing statistical data
25% of Swedish companies use German as a market language compared with 80% of Danish
companies.

In 2008, Denmark's s exports of services to Sweden amounted to a value of 37 billion Danish
crowns. In the same year Sweden's exports of services to Denmark represented a value of 9.9
billion Swedish crowns. Denmark's exports of services to Norway that same year amounted to 22
billion Danish crowns compared to 13.1 billion Swedish crowns for Sweden.

When we look at corporate language skills, we cannot exclude that the high percentage of
Danish companies using a Scandinavian language may be the reason why Denmark's exports of
services to Sweden are four times higher than Sweden's service export to Denmark. According to
statistics from the Danish Industry about 50% of Danish companies use Norwegian or Swedish
when trading with these countries.

Several factors may explain the fact that Denmark's export of services perform better than the
Swedish. But corporate language skills are likely to have a significance. Swedish companies use
mainly English and German and French. Danish companies use English, German, Scandinavian
languages, French, Spanish, Russian, Chinese, Arabic, Polish, Portuguese and Italian. International
statistics (WTO 2008) show that Britain, Germany and France rank second, third and fourth
among the world's largest exporters of services. Companies in these countries make use of
between 6 and 12 market languages.
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6.2 The Chinese language is becoming increasingly important for foreign trade

The importance of language skills for exports will become more and more important as four
out of five start-ups today are service companies. This is particularly true for the world's largest
economic growth market China. In 2008, the value of Sweden's exports of services to China
amounted to 7.3 billion Swedish crowns. In the same year, Denmark exported to a value of 14.5
billion Danish crowns. The fact that Denmark's export of services is twice as high as the Swedish
can also probably be explained by the fact that 10% of Danish companies use Chinese as a
market language. There are no corresponding statistical data for Swedish companies, but most
reports show that Chinese constitutes a substantial trade barrier for Swedish exports to China.

The English language is no longer dominant in world trade and internet traffic. The English
language's role as the sole language for international business relations has declined and more
and more companies use other languages, particularly the specific language of the export market.
The importance of the Chinese language for trade relations has grown in less than ten years from
5% in 2000 to 20% in 2009. Meanwhile, the English language's importance has declined from
51% in 2000 to 29% in 2009. Against this background, Chinese has to be regarded as a new
modern language, on a par with German, French and Spanish. Chinese should therefore in the
future be a selectable option among other contemporary languages in high school and at the

university.

7. Policy Conclusions: what needs to be done in the short and
longer term?

The effects of multilingualism on exports involve a number of policy conclusions when it comes

to promoting exports.

7.1 At the national level

In order to reduce dependence on neighboring markets measures to promote multilingualism
need to be taken at the national level. In the short term, efforts need to be made reducing
language barriers to market entry and facilitating the small-and medium-sized companies access
to new emerging markets through supporting and financing professional development programs
and language training.

Longer-term measures concern in particular the adaptation of education to the needs of
employers through education to a greater number of languages, particularly at secondary and
university levels. The languages of the migrant employees also provide a shortcut to
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multilingualism in order to increase small-and medium-sized companies' exports to new emerging

markets.

7.2 At the corporate level

Companies need to improve their multilingual export strategies, business communication and
recruitment strategies :

7.2.1 SMEs need to keep a record of staff language skills and exploit and develop the linguistic
skills available within their company.

7.2 2 Recruitment of new staff should consider language skills. In order to deal with customers
abroad SMEs need to acquire staff with specific language skills in an early stage when they plan to
begin trading in new foreign countries.

7.2.3 SMEs need to adapt their website for foreign markets. Making sure their website is
multilingual when choosing to trade internationally give a better access to customers abroad.

7.2.4 In order to avoid missing export contracts due to judicial miss interpretation and
language miss understanding SMEs need to employ external translators/interpreters for foreign
trade.

8. General policy considerations

Small-and medium-sized enterprises' importance for foreign trade grows. There is also a clear
link between export / import and employment rate. Since small-and medium-sized enterprises
represent nearly 99% of the total number of companies in Europe, one could imagine that if more
small companies became successful export companies and those which are already exporting got
even better, this could have a significantly affect on employment. Small - and medium-sized
enterprises' export performance is of strategic importance in order to reduce vulnerability within
the field of exports and employment.

In this study I have shown that there is a link between multilingualism and export success of
SMEs. This leads to a number of policy conclusions with regard to promoting exports and reducing
dependence on neighboring markets.

Enhanced policy development requires a picture of SME companies needs of market languages
at the national level. This concerns especially the need for multilingual market communication and
recruitment strategies, language training and professional development programs, and Web
communications in enterprise.

France and Germany are important competitor countries to learn from in terms of SME
enterprises’ multilingual export strategies. Another source of inspiration when it comes to
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multilingualism and exports is Denmark. Both Swedish and Danish are small languages. This
means that these countries are comparable in terms of language barriers to market entry, despite
differences in industrial structure.

While the Swedish SME company makes use of three languages, the number of languages
used among Danish companies amount to 12. The percentage of companies presenting a
multilingual export strategy is 68% in Denmark and 27% in Sweden. In Denmark, 95% of
companies use English in their business relations compared to 86% in Sweden. German is used by
80% of companies compared to 25% in Sweden. French is used by 32% of Danish companies
compared to 14% in Sweden.

The percentage of the remaining market languages used by Danish SME's are: Scandinavian
languages 51%, Spanish 19%, Russian 10%, Chinese 10%, Arabic 4%, Polish 4%, Portuguese
3% and Italian 2%.

More than half of the Danish companies have in recruiting personnel with language skills hired
people who speak the market language as a mother tongue or who have lived in any of the
companies' export countries. There is a clear preponderance of staff with the corresponding
Swedish Ph D in language. Only a fifth of companies recruit staff with a B.A. degree in language
from Business schools. Only a tenth recruit staff with a B.A. degree in language from the
universities. Among the criteria for recruitment is that language skills being formal or not have to
be combined with other education such as sales, marketing and communications.
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