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The Art Market, Global Economy and
| nformation Transparency

Federica Codignold

1. Worksof Art and Consumer Fruition

An analysis of the art market involves some basgificdlties linked, in
particular, to the uncertainty and asymmetry oft@emformation which often
proves to be incomplete and not shared by or aitbeds one and all equally
Art, within our society, tends to have a dual pwgaaesthetic and superaesthetic.
The economic role of art, in particular, is sustainby complex marketing
processes, which tend to modify the aims and cmmditof artistic enterprise.
Presuming however that the fundamental requisiteafo artistic product is its
value intended here as research, uniqueness amdivitye it might prove
interesting from a corporate-economic viewpoint poit forward a few
observations about aspects of its production andketiag. In actual fact, the
value of artwork may not be linked exclusively e tpersonality or commitment
of the artist, but also to the process of recognitf the usefulness of the artistic
product in its fulfilment of others. From a corp@@conomic viewpoint
however there is always a minimum of uncertaintyolwed in the scientific
approach to this sector and in particular to theetef artist-cum-entrepreneur.
This, most probably, because of a number of diffiesi involved in succeeding
in linking the figure of artist to that of produeentrepreneur. On the other hand,
the opportunity to identify artistic productions sending towards a (certain)
market, and hence aimed at realizing an exchangeldvallow us to analyse the
artist as a business-entrepreneur for the purpafstge current interpretation of
business, in as far as he or she being an entibguging something for
exchange The production of an artistic object has a spediftrinsic technical-
financial function within the ambit of which, thertiat-cum-entrepreneur
responds in the face of a particular type of demaattd his/her own product
range, using technical specifications for price nfation, via particular
distribution channels and through specific meetpigces for consumers and
producers. Putting forward the hypothesis of wodfsarf as goods to be
exchanged (products) can easily be attempted thraugroader specification of
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the product-work of art, determined above all treaik the dualism of capital
goods-consumer goods. In actual fact, a work ofisamot a capital good, as
capital or indirect goods are those in turn usedth® production of direct
consumer goodsTherefore it would be natural to classify a wofkart, with all
the consequent critical issues arising, as a coesgood with particular features,
distinguished by a value which tends to increaser dime and an unlimited
duration. Notwithstanding criticism of this extrenendency to pay excessive
attention to the financial issues and technicalitéart, it must then be observed
that many aspects of the artistic sector, amongsthwthe determination of the
sale price of a good, are not solely linked to ualt factors. The judgement put
forward here of a work of art as a consumer gotmhal us, among other things,
to introduce the idea of mass enjoyment of thatdgand of making art more
popular. Technological development, for instancas hmade it possible to
perfectly mass-reproduce famous works of art: otieg are similar to the
original from an aesthetic viewpoint, but very dint from a financial, material
and cultural point of view. Great interest in aaishalready been observed in the
past by large publishing groups, who, with toolshsuas video cassettes,
illustrated fact sheets and posters, introducedksvarf art into the field of
consumer goods in their own righBubsequently the same result was achieved
and extended thanks to the Internet, which has lbsed by auction houses,
museums and private galleries. Likewise, exhibgidreld in big cities (for
example the Venice Biennale, and specialist exbiist in Rome, Milan and
Florence) draw hundreds of thousands of spectatsiters towards culture, thus
contributing to the mass consumption, if only oaaslly, of works of aft In
this sense then, a work of art is no longer a siniglique good, but one of general
consumption, the enjoyment of which is allowed hoohgs of people. Thus by
considering a work of art as a consumer good Watlown features, it is, as such,
subject to classification. The typical criteria dstor this subdivision would
appear to be identifiable in the date of execuffoninstance of a painting); this
being a tool which permits an elementary distinctinetween contemporary,
modern and old works of art. The latter are typmhthe vast antiques market,
which, to a great extent, is separate from thatcomtemporary art and is
characterized by different types of acquisitionttisition of the marketed
product, and different factors which influence fipaices. Another element of
great importance for the purposes of clear idexifon and recognizability of the
asset is the specific artistic trend. This is mexsiecially true of modern and old
works of art (suffice to think of the artist-schammbination), whilst it is not
equally incisive for contemporary works where argjiand new positions (those
which do not fit into any precise tradition) may inelicated with anew trend
formuld. In an everyday working context however, theresanae rather generic
attempts to classify contemporary works, along lthes of abstract, informal,
figurative, etc. The presence of these distinctioosld be justified with a very
simple reason: in the high level market a classiion based on the artistic
attributes of the works has no sense, so the &tidentified with his/her product
and a distinction between works is linked diredity the artist's name. The
market at the lower end of the scale is a differaatter where the signature has
still not risen to being the dominant feature aritere there are a large number of
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consumers with limited knowledge at whom only elataey classifications may
be aimed

2. Art Market Specificity

The art market has a far-reaching base of fruiierart in itself is a kind of
consumption-investment, with a highly diversifiedoguct range due to the
multiple collection requirements within the demanthrket. Moreover, this
market appears to be highly flexible: indeed, sy@pid demand are structured
around a controllable group of collectors, investand museums, whose interest
or disinterest are often determined by the econochibate distinguishing a
particular historical period. For instance, mangmle consider the art market to
be the mirror of the general economic trend antemnmiometer of current and
evolutive trends If we take paintings as an illustratory pointreference, the
first thing that becomes apparent when assessmgngin characteristics of the
art market is the great heterogeneity of works gmes Another typical
characteristic of the market under analysis is @ofdund in the anonymity of
many transactions; an anonymity which gives risethte phenomenon of a
clandestine market, which actually exists outslue typical product distribution
circuit. If we then also accept the theory that@knof art, being a durable good,
IS not subject to consumption deterioration and paitentially be the object of
several exchanglé)sthen further distinctive features emerge. In fingt place,
with reference to an individual artist and undere tipostulate of the
irreplaceability of his/her work with that of anethartist, it may be affirmed that
from a production viewpoint we are faced with ailed supply market. This then
would lead us to consider a work of art as an assetprice of which tends to
increase in the presence of a market (for exantpéecontemporary art market),
which would create fierce competition amongst po&tbuyers.

o For instance, in the matter of the rarity of woksart - unlike
a market such as that for antiquities where thatyaof works is
real and effective - in the case of the contempoeat market this
rarity is regulated by specific strategies of theisdic system
(centred on the choice of the most highly listedisess and
monopolistic or oligopolistic control of their pradtion)".

Another peculiarity of this market is discernible the personalization of its
operators. Producers are mainly individual firms #ime marked personification
of the operators changes the perspective of sorategic issues that concern
every business. Generally speaking, it is the deal® decides on the type of
communication, distribution and price, whilst thetisd is responsible above all
for the quality of the product. As far as imageraraelationship is concerned,
the brand tends to be configured in the artistgature, whilst the distributor
essentially deals with brand awareness, managsngniéige qualitatively and its
renown’ quantitively. Last but not least, the art marketh@racterized by buyer
stratification, displaying all the traits of a haechy of levels and manners of
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acquisition and consumption.
2.1 Supply

If we observe the development process of a prodwock- of art, it becomes
apparent that the artist is not the only craftsamsmolved, but merely one of the
agents operating within the production procesisf particular cultural offering,
with his/her role often being subordinate in actfeadt to that of the dealers,
critics and financiers. From this viewpoint, onencéen understand the
difference between the two roles distinguishingadrst’'s business: first there is
the creative role, relating to the proposal of négas or new artistic values, and
secondly the production stage of the actual arta;orhich are objects identified
as goods to be placed on the market. The secoadsrtiie one that comes closest
to actual production activity, to the identificati@f the artist as a producer and
business characterised not by a complex produdixgtem, but one of an
elementary type (procurement, technical means, agoagipn, execution,
completion and salé) An artist is however very much a single-handed
production system and this consequently determthesfact that addressing
energy to sales means subtracting it from prodogso even in the most liberal
of productions the intervention of a broker wouttbaar to be necessary, giving
rise to a split business; on the one hand producioried out by the artist, on the
other sales carried out by a dealer. An artistgdpction determines his/her
renown and success (which is measured by his/h@ramual power towards the
markets, the frequency and importance of exhibsjagic.) On a more complex
level, however, an artist's affirmation seems to linked to his/her cultural
contribution. So we could conclude that an artiprgfessional success depends
not on the immediate monetary value of his/her wobut on the dialectic
relationship that the artist builds with the markgstem. Furthermore, from these
facts it is perhaps possible to even pinpoint daffiie types of artistic careers,
distinguished by a variable intensity of contactrmthe market and fashion. One
thing which is solidly connected to an artist’s ptapity is the concept of quality
of an artistic good, a concept which is without biodifficult to determine within
the ambit of this particular productive activityhd idea of quality from the
viewpoint of supply may for instance concern thiéedence between an original
and a copy; from the point of view of demand gyakt however, very different
and takes on a much simpler significance. Quaktylimked to the idea of
possessing, at a precise historical moment, th&snvaof highly ranked and well-
appreciated artists. Thus the qualitative factodéntified in the value compared
directly against fashion and marketing phenomerer sxhich, for instance, the
media and specialized critics have a great deahfbdence. The critic’s role
might be considered to be that of a mediator batwihe artistic circle and
demand for the product. His/her task is in facbas operational one: carrying
out a selective, organizational, promotional rgdarticipating in the definition
and production of the works and thus influencing ttoncept of quality. A
demonstration of the critics’ strong impact on dyalcan be grasped by
analysing one of their typical fields of activitpublications. Reviews, essays,
monographs, all are determining factors in an #stmuccess, and the quality of
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his/her products are, however, often an expressadicited, requested or even
paid for by dealers. The issue of price determimatin the art market is very
complex. Generally negotiations between severdigsafor the same type of
product determine market price. With regard to g@oodhich are not
indispensable, such as works of art, considerirg dgieat influence played by
specific variables of a very subjective naturewd@uld only be approximate to
find objective factors which influence pricésnless we want to identify the price
with the value of a work of art, that is to saye thstimate or quotation with the
actual price. A mistaken idea as the estimate asons at considering those
values which are in actual fact within the worlelfsand which only emerge with
time"". Moreover, literature also agrees with this byisitig of the presence of
some objective factors typical to each work, whidlve an effect on its price:
year of production, size, artistic trend and thehteque employed in its
execution. These are, however, factors which douiei in a secondary way to
determining price, but which are incapable of datemg it alone. Without
doubt, the most important factor — and one thatkefioee plays a big role in price
determination - is the artist's renown. Indeét,is commonly stated that a
certain level of renown for the artist constitu@gyuarantee for the consumer.
The greatest form of safeguard for the consumeudhois when the dealer
guarantees the repurchase of the work sold at tageprice at a figure that will
not be lower". The term ‘renown’ applied to artists is to beemkn its broadest
sense, as it implies the judgement of value bypth#dic, a concept which appears
to correspond to the corporate judgement of bramareness in its qualitative-
quantitative dimensions of image and renowfihis notion of ‘artist's image’
could be distinguished for instance in the areas pefception such as
recognizability, familiarity, reputation, etc.

2.2 Demand

The most visible aspect of development in demandhen art market is its
quantitative expansion, contributed to greatly hg growing proliferation of
information, new technologies and — as a resutw means of communication,
all of which being phenomena typical of globalieati Thanks to this potential,
we can even propose the idea of such a particolaswmer good as the one in
this market. And finally, let us not forget the pidgition increase and progressive
improvement in the financial conditions of potehtiaers. The new tendencies in
the demand for artistic goods can, however, betifileoth above all in a higher-
level market, if referring to a preference for atam type of product, in as much
as this is a more competent cultural sector. If wish to illustrate some
significant steps in the development of demand feoqualitative viewpoint, we
should observe the consumer’s development by tgrour attention to his/her
aptitude, attitude and behaviour. For the purchakesorks of art, aptitude would
appear to be linked to passion for art and cultbesdkground, not to mention
having the financial means. Attitude on the othandhmight relate to changing
tastes, loyalty to purchases, and ease of beirlgeimfed by outside factors.
Finally, behaviour might refer to frequency of pumse, destination of purchases,
and the amount of research and intention in theahpiurchases made.
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Generally speaking, buyers of works of art appearconstitute a fairly
heterogeneous public in many ways. Frequency afhase is one aspect which
allows us to single out an initial group of conswsneoccasional buyers.
Destination of purchase, which presages the vetwentor purchase, would on the
other hand appear to allow a delimitation of thesmmportant theoretical sectors
of consumption, which can be identified in the daling groupings: collectors,
speculators, brokers, and the final group: purchakstined for the furnishings
sector. A further sector in terms of destinatiorédined by collective consumer
groups (public, museums, authorities or associgtiothe church). These
subdivisions relating to the main user areas fgr@duct-work of art, cannot
however be considered exhaustive, as they disrexgamne distinguishing attributes,
which otherwise emerge when we consider currenescaw real sectors of
consumption. Thus the need arises for further éutsearch, and this is the
starting point for a more in-depth analysis of bledaviour patterns and attitudes of
the demand group itself by, for example, combinihg complex variables of
attitude and behaviour. From a financial viewpoiobllector objects in their
broadest sense are simply consumer ggoidsas much as they are not tools to
produce other goods or services. It is howevereaxtty difficult to classify art
works in the durable or non-durable consumer geatigories. According to some
theories they are not to be considered durablethegs are goods subject to
obsolescence through Usevhilst according to othersthey are durables as, in a
strict economic sense, they perform their functsmveral times over and their
lifetime is prolonged for many years. They do diédiy come into one particular
category: that of investment goods, where the tovesccepts the risk linked to the
fluctuations in financial value. Investment goodwmcterized by two different
types of results: income originating from payingitad to private collections of
works of art (collecting), and the difference betweurchase price and resale price
of the asset (speculatiéh)The two factors thus identified are obviouslytize
origin of two distinct types of demand: fruition darspeculation. The type of
demand for art for enjoyment purposes, linked tteeorative role and having the
characteristics of a demand for luxury goods, leently registered &end in
steep ascent, thanks to higher standards of wieliykend higher cultural levéls
Collector demand (the elite part of the fruitiomdand group) is attracted above all
by a desire for knowledge and in-depth examinatibthe world of art, with the
aim of forming a collection representing the safteerefore this group will buy
under any market conditions and appears to be #mandd group, even if
qualitatively discerning, with the most solid andlde motivation over time - the
group upon which the market can count. The detengifactors of the fruition
demand group appear to be mainly identifiable enabhievement of a high level of
wealth, which is also apparent in the consumptibotber types of basic goods
(property, insurance policies, financial wealth¢c.etand in the growth of a
knowledge and culture of art. These components eshahd growth may be
influenced by promotional activities carried outdalers, editors, and art critics -
in other words art market operators - who may aiflaence taste. The fruition
demand group is thus also determined by both tlodugen of the art market
structure, which multiplies and expands its orgainal levels (auctions,
galleries, trade fairs, etc.) and by the types ofks, ranging from a local or
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domestic level to an international one. The spéieelaemand group, on the other
hand, receives its guarantee from the intrinsicevadf the works for which the
collectors’ market reliably expresses an appraisal an associated going rate. In
fact the speculative demand group typically tendspenetrate a market in
expansion, exploiting the risingend in prices and accelerating their ascent. If it
were to take over it could, however, totally distbe mechanics of the market into
which it has penetrated. In fact, speculative dem@aght not only anticipate a
given trend in fruition demand and, in this eveasp the benefits from precocious
intuition of future fruition demand, but also creamanipulated results, by
detaching itself from the actual market basis asdatural evolution linked to the
trends in the variables which determine non spégelaemand. Then at the time
of achieving the desired return, there might noabsuitable demand for fruition,
but only another speculative demand group willingektend the risk into the
future. So the market would be increasingly at,rigle bigger the quotas of
speculative supply and demand present. Any magkebe solicited by speculative
demand and moreover, a market will be that muctemamerable to such a form
of demand the more it deals in rare and scarce ggaodespect to the actual
demand for fruition (market with excess demandnérket appears to be able to
protect itself from excess speculative demand wihah same market no longer
offers any guarantee back-up, i.e. when therelaredowns or backward moves in
prices which invalidate speculator expectationss $brt of demand must therefore
take into account, and not on a short-term babes, variables that determine
expansion of the demand for works of art for theppses of fruition (increase in
income, growth in cultural levels, etc.) Finallgetfundamental determining factors
in speculative demand seem to be identifiable & plerformance of financial
products and their return on investment, in thdlavity of liquidity, and in the
presence of market structures which aggregate wamol demand, such as auction

houseS. If we observe the act of speculation with refeeeto the current period
more closely, it could be said that speculation docontemporary work of art
(which still has no stable historic or artistictical positioning) should be short
term in order not to be too much of a risk. A pas should be concluded while
the trend in price is rising and the work should be resoldpmoximity to the
maximum forecast. In other words, it must be resmtbre the market perceives
that the price is too high: the rapidity of theersan be a sign that the peak is not
too far off in time, and this will be followed bysudden faff. Therefore, we are
faced with a ‘status’ lifecycle characterized byplase of very rapid growth
followed by an equally rapid fall. Typical specitatdemand in the contemporary
art sector is therefore short term, as it tends tbueduce the risk of lack of market
growth, an indispensable premise to selling onribe and achieving expected
returns. In conclusion, we could say that collegcticreates the market and
collectors are the final recipients of the markBthematically, the market
originates from collectors (collecting/fruition/ael demand), it develops thanks to
speculators (speculative demand) and, finallycar@es by turning to the help of
the fruition demand group. The only point in commogiween these demand
groups, which are so different to one anotheroigbtless to be found in the vast
financial funds available. In fact, the financigpact is by no means marginal, even
for collectors, if for no other reason than that fimding and collecting of objects
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has always required significant investment. Callecalways risk their own capital
and must know, down to the finest detail, how toester the desired object. The
economics of art collections, on the other handplire various costs and returns,
which a collector must consider very carefullyeturn linked to the possibility of
having people make paid visits to the collectios tmbe weighed up against the
cost of acquisition and costs for custody and reasmce. In fact the costs
associated with the services which a collectioruireg cannot be overlooked:
insurance services; restoration servieagertiseservicesjeasingservices, etc. By
examining the degree of influence exercised bydifferent classes of potential
customers on the level of prices for works of griaby given artist, it is plausible
to suppose that occasional buyers do not actuedifyrinfluence market price. This
Is both because of attenuation, generally speakmgpecific interest for single
works, and because of the lesser pulling power liaene on distributors. From this
point of view therefore, a painting would appeab#&an asset with a given price,
corresponding to the level fixed by the distribgtiparties or estimated by the
experts. Whereas, on the other hand, investors sedra able to influence final
prices for works of art. However, this is most lkan influence with an essentially
temporary impact. For investors, price is but aengarameter of convenience to
operate while price remains below the estimatéefcurrent or future value of the
work in question. Basically, an investor speculatesa function of temporal and
spatial adaptation, trusting in positive changeshm level or number of artist’'s
customers. Thus the normal relationship between speculatocsprice is that of
contributing to an early increase in price, wit®gators actually ‘harbingers’ of
demand (demand for fruition/collection purposes)t kvers’ and collectors’
motives for purchase can on the other hand deterenimgher intensity of demand,
given the high specific interest that may becomaaegnt with reference to even
just one single work of art. Therefore, in the alose of true competition in
purchasing, collectors tend to maintain the pricearks of art in keeping with the
estimated value in terms of artistic validity. When the other hand, there is fierce
competition within another market segment, thendbeditions are created for a
rapid rise in price, even beyond the intrinsic dyalf the actual asset itself.

2.3 Distribution asthe Active Agent between Supply and Demand

The choice on the part of an artist of a specihierf of distribution for his/her
own works, as in any entrepreneurial system, corscére connection between
the business and the final outlet market and irv®Ioth the organization of the
sales activity (sales forces) and reliance on systexternal to the business itself
(distribution network)”. In the case of an artist, however, this will bsate and
not a distribution process, in the sense of cootisuand continued placement.
The various types of distribution, considered irithbroadest sense, often
actually appear to be acquired through an almasiadlaand involuntary process,
linked to personal factors - the artist's own sbcidtural background, his/her
pre-existing acquaintances - rather than any rating in place of any sort of
distribution policy. More specifically, the main @he of a distribution channel
appears to be irrelevant. Even when there is nigatolry condition at the outset,
the artist might actually choose a broker in thmstfplace and then it will be the
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broker who finds any other subsequent forms ofridistion. If anything, there
might be a problem for the artist in exceeding pedistribution capacity limits
when faced with his/her own growing renown, autlyasind success. In any case,
the forms of distribution to be used will be setarpthe basis of the placement of
the artist’s work in consideration of spatial aethporal variables.

Looking more closely at the different types of larbkers (for example in the
sale of paintings) one difficulty immediately smgsto light: there does not
actually appear to be a correct expression to ¢iobafer to this group of
individuals. Therefore the preference is to talkdddtribution structures, even if
the roles performed reach well beyond distributedane. On the other hand,
these organizations define the market in as fathag strongly influence its
features. In this market, amongst other thingsy prexform the role both of seller
and buyer and they control almost the entire supplg¢t price system. From a
summary analysis of the parties operating in astribution we can identify at
least three main groups of players. The first grimgfudes operators who take on
a restricted role, avoiding direct investments iorkeg (of art) and restricting the
size of their permanent organization through whtady carry out their business
activity. This sector also includes individuals whiten deal in works of art as a
secondary line to other forms of business. In aetases this avoids the need to
have a specific organization, for instance, whennfain business is connected to
some form of artistic production (printing firmgcfure framers, etc.) Otherwise
galleries of local interest are created which pritpaent their available space to
artists. Then there are also organizers of salés, uge the service in terms of
available space for exhibitions offered not only the (art) galleries of local
interest, but also by associations or institutiasisch are occasionally willing to
welcome shows or other forms of points of sale. $&eond group of operators
are those who have a stable organization for sydierdealing in works of art,
which constitutes their main or exclusive businestivity. The real art galleries
come into this category, as do the greater numbénase individuals who are
currently defined as art dealers. There is alshira group which includes the
auction houses; where risk is limited to the opegatcosts of a permanent
organization and to performing consultancy, adsenj and promotional
activities (with exhibitions open to the publicetdrawing up of announcements
and notices or the compilation of catalogues), e &s sales in the strict sense
of the word. The great difference between thesetias groups consists in the
fact that the auction houses essentially take enrdke of sales agents for their
own suppliers, whilst the dealers also assumedleeaf purchasing agents. An
examination of the parties present in the distrdsu{system) underlines the fact
that their most important feature is that they sgetor based. In actual fact, it is
possible to identify different categories withirethery same form of distribution,
each one with their own demand group: which medra tach group of
distributors has its own policy. Finally, one vdast category of sellers can
perhaps be identified, comprising the collectorentkelves. An individual
collector actually has little relevance compareth®total traded volume, but the
category of collectors considered as a whole, coaw®io create a large slice of
this market and related functions. The sales opgaioins for art products seem to
be characterised by the fulfilling of specific fuionis which can be defined in
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three main areas: the primary roles which conceal sales activity (finding
works of art, adaptation to the requirements of @esdngroups and ‘adding-value’
to works through the use of advertising and comeaftions designed to raise
awareness, recognition and familiarity; auxiliarydacomplimentary roles with
external parties with whom supply or sales relatiops are developed (support,
consultancy, financing); and, finally, business elepment (number of artists
dealt with, geographical spread of markets and gmes in complementary
sectors). Some peculiarities of sales relatindghi® tarket relate to: direct sales,
mail order sales, and ‘door to door’ sales. Dirsales seem to be the most
widespread, meaning sales in art galleries or,ng ease, which involve a
personal relationship between the seller and thetoower. This form of sale
seems to be particularly congenial to this sedsrjt may be perfected over a
time span that is usually longer than other typesale (such as auctions),
allowing an immediate and direct valuation of thealgy of works of art
(contrary to what happens, for instance, in casesalés by mail order or
television). Mail order sales in the art marketegupto be of interest above all to
sellers, as they allow potential customers, whofareaway distance-wise, yet
financially sound and with little time available, be contacted at limited cost. A
delicate situation might arise with this type ofes&owever, in the event of
requests focussing on a single advertised worktoftas for this reason, it would
seem, that there is often a tendency to advertm&swof art which, due to the
particular subject matter or high value will notsia attract many requests; or
otherwise works which appear easily interchangealeng the catalogue upon
request a greater completeness in the number stnof hvorks. As far as ‘door to
door’ sales are concerned, on the other handsiblean observed that these exist
thanks to a specific demand segment whdire to geographical location and
cultural attitude is not inclined to go to art gatles or even less to auction
houses, where they would have to deal with an enmient with which they are
not familiar in order to buy an unusual produtt.

A more recent sales technique, deriving directlgnfrthe auction houses’
structure, is identifiable in television sales. s a type of auction carried out by
private independent stations and carried out albwes rhythm than a direct
auction (incoming telephone calls have to be foldvby other confirmatory ones
from the auction organization). This form of saehbwever clearly linked to the
popularity of the broadcasting station, the vajyiddf the works and careful
verification of the authenticity and legitimacytbe origins of the works of art on
offer.

Last but not least, let us mention the most reéemh of sales, in absolute,
which arose thanks to Internet technology and hased this and many other
aspects of the art market upside down. With tharof online auctioning, the
traditional auction houses seem to have come ustgaome pretty fierce
competition from thenline auction houses. Internet has increased the nuafber
participants (buyers and dealers), the number bfwarks for sale, the total
number of sales, changing somewhat radically thathand rules of sale at
traditional auctions. As far as product policy @cerned, the marketing centres
for works of art seem essentially to develop thei@h of products-artists to be
promoted. As such, the distribution ‘core’ tends ke distinguished on the
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grounds of the renown of the artists marketed,dbgree of specialisation (i.e.
the breadth of the range dealt with in terms afacttrends) and the multiplicity
of the artists for each individual artistic trend.

It is useful to note that the greater the renowrthef artists, the lesser the
distribution capacity and strength in relation he warious policies adopted. For
this reason and, above all, to guarantee the apethe availability of new
products or the premises to be able to enlargédrisiwn business, it does not
appear unusual to launch new artists, who are tasnkown or famous only in
lesser markets, alongside the marketing of alrdathous artists. Among those
factors dependant on the artist which most infleethe distribution of works of
art, are the production rate, the range of worksilable, the trend in
development and evolution, and any absorption sinoit the market itself. In
actual fact, the greater an artist's turnout appetr be, the greater the
requirement for continuity of distribution of highwork and for a widespread
presence in the different markets. The productiange of an artist may,
however, indicate the opportunity to reach différerarkets at different times.
With regard to any indication as to an approacharigstic development on the
part of the artist, this could induce a slow dowrthe rhythm of distribution or
an acceleration, in line with the effect of adheeeto current market demand and
requirements, and the necessity for a market arepchange. Finally, market
absorption limits may impact on proliferation oiffdsion policies, stimulating
the artist to reduce or increase production intgresi make some form of change
to qualitative features. Basically, activities merhed by a merchant broker are
qualified not only through the size and image @& tirganization, but also its
ability to pursue a correct distribution policy andt just the simple sale of one
artist’'s work.

3. Thelssue of Art Market I nformation

Precise data on world art market dimensions areawatlable. This is due to
the uniqueness of the goods, and also because rekerb constitute an
excessively fragmented sector, with a great vaaeiy number of brokers, many
of whom actually work informally. The extremely gr@entary nature of the art
market is underlined by a widespread reticencenerpart of art dealers. In other
words, the confines of the art market extend fromals local markets to
renowned world-class auction houses. Nobody, ashget put forward a precise
estimate as to the overall turnover of the globbahzarket; in its current state, in
fact, the reliability of estimates, including thosaating to minor geographical
areas, would be debatable. The trustworthy cirmraof information in these
markets could lead to greater transparency andycfar the various dealers, but
it could also be seen as a threat for those whoydoious reasons carry on
brokerage activities trying to benefit from the Kaof transparency. The
difficulties met during analysis of this type of rkat are diverse, according to
the particular market segment under consideraboactual fact, the lack of valid
and consistent information channels, or transpargygtems to circulate
information about the market structure, its meckiausi and the chronological
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development in the estimated value of artistic goddcreases the degree of
casualness in price formation and consequentlyigieof any investment. This
drives a number of parties who do not possess ¢aessary economic-cultural
know-how away from the market, despite the fact thay could actually be
potential end users of the artistic goods. Nevéetis it is also very probable that
a systematic revelation of the sale prices for wook art is at present only
possible with reference to the transactions whadte tplace in auctions, which in
any case only cover a part of the overall marlaatgactions (even if in different
proportions, in the different segments). Contrasythhe auction houses which
publish or make availablenlinea list of the pieces auctioned and a catalogue of
the works put up for auction with the relevant prestimates (as well as a whole
series of other information), art dealers and atidealers generally do not have
any system for recording and circulating informatiinked to their business
activities. Presumably, these dealers judge itscrdiet to release information
aimed at indicating sales figures linked to tradiactivities and consider it
counterproductive to provide sales prices or eggmaf value. In the majority of
cases it is even difficult to obtain appropriatlormation about their turnover. As
far as demand is concerned, besides the privakectmis, a growing nhumber of
businesses (amongst which several banking institsfi are investing
increasingly larger amounts in art works. The bothart investment funds and
the multiplication of private collections bear wass to the growing interest in the
art market. Last but not least, even public orgetioas seem to have finally
understood the importance of art collections. Atatd, museums and public art
galleries come forward more and more often as Isuydrauctions. In the
structural complexity of the art market, the art&tholar, broker, critic, auction
house and art gallery, collector, financial spetula museum, cultural
establishment and public all interact together. & other hand, brokers, art
dealers, antique dealers, auction houses, all glosirvthe market in accordance
with very specific terms and the problems of reing financial data from the
markets or from the abovementioned parties are diesrse.

3.1 Infor mation and the Role of Auction Houses

The activity of auction houses allows us to obtaimeliable and continuous
survey of the estimated values and auction pridewarks of art, as well as
circulating other important financial data on thiéastic products exchanged. An
important fact but one that practically cannot beveyed, on the other hand, is
the market share held by dealers; antiques dealedsart dealers. However,
demand for art assets seems to be increasinglyntuto auction sales, where
exchanges are more transparefhis attitude in the demand group demonstrates
that a purchase is increasingly based on objevaviables that can be compared
against precise data, rather than the volatile @argjective opinions of dealers
and experts. Christie’s and Sotheby’s, on the giewf their size, are the top two
auctions houses in the world and are often quosednaexample of oligopoly.
They share an unknown slice of a profitable glaibarket and tend to imitate,
from time to time, the decisions and movementseirtrival. Each one of these
brand names has, in any case, a global networlelafionships with different
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players (buyers and sellers, advisors, expertssezwationists, collectors, etc.)
intervening strategically in the considered segfenMoreover market
globalisation seems to have inverted the strorgticgiship between dealers and
auction houses in favour of the latter. Indeed, yr@ggalers are no longer able to
carry on business unless they accept to work with duction houses under
conditions often bordering almost on employment §trongest, however, seem
to opt for a global strategy, multiplying their bch offices abroad The art
market is global and operates internationally tgfothe activity of the biggest
auction houses in the most important venues in Newk, London and Paris:
auction prices in these cities are a benchmarkvimtdwide prices in works of
art”. One core feature of the auction houses congistsffering information
through the publication of an auction catalogue astimated prices for the
works of art going under the hammer, as well asctrmilation of auction price
lists which show the sale prices of the assetsrefbee, the catalogue represents
an indispensable communications tool, createdrigoae wishing to take part in
an auction. As well as estimated prices, other uivegal data is also available
(such as the presence of authentic signatureseidueof creation, the degree of
purity of precious stones, the material used in rieking, etc.), and precise
information for instance on the position and impade that the work has within
the catalogue itself. Hence, an increasing interestvestments in artistic goods
has not been matched with greater attention tocitoellation of financial data
concerning them. The market valuation for art ofsjgs consequently almost
exclusively entrusted to the skill of the sellarvestors, collectors and all the
other parties interested in buying art objects haméy a few tools at their
disposal to help them decide autonomously. As $ag@nomic research relating
to the art market is concerned, it seems to besfEtwabove all on financial
theories relating to price formation for works oft,atheir profitability and
calculation of index numbers in the said marké&n the other hand, specialised
studies into marketing issues linked to the artke@ahave not been carried out.
The information tools currently available conceromg specialised trade
magazines (in ltaly]l Giornale dell’Arte, Art and Auction Flash Art Art &
Dossier, et.), the auction houses’ catalogues and price, Isime specialised
sector publications, through to tlealine databanks. Such information tools are
aimed at satisfying commercial requirements, areteflore consequently are
aimed at the production of financial data, a nemgspremise for a scientific
approach to the art market.

3.2 Internet and the Art Market: a New Marketing Resource

Supply and demand for art products has recenthuiég make use of the
Internet as a marketing tool, using it for examfile communications with
customers, product and service sales, informati@ulation and the creation of
networks. Up to now, the number of dealers working withiual medium has
been relatively smail Collectors or art dealers for instance have asway
requested specific conditions for the exhibitiorthedir art works (lights, sounds,
structures, etc.) and often refused to acceptithigations set, at the time, by
Internet technology. Recently however, technologetich were once
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inaccessible have become available at a reasomaiste (digital photography,
software for websites, ett.)In the beginning, therefore, the art market ubed
Internet only for some necessary investments, anty dater, thanks to
technological development, has this virtual tootdree more accessiblélhe
future is in the Internet ..said Klebibikov, :..it is a revolution. | think that 90%
of art business will move onto the Intefiet

Museums and galleries do, in actual fact, appebetmepositioning themselves
on the Internét whilst recentonline initiatives, such as ArtNet, Art Mall,
Art.com, Artprice or Sothebys.com, are introducingportant transformations
thanks to the information exchange on art that cowss are putting in place
through these portals. Virtual dealers are seeisgsvto theironline galleries
double every two months and, it seems that soneueenore virtual visits than
physical ones in their real life gallerie€Even in this market it should be possible
to unite dealers and buyers at the same instadttheninternet could in fact bring
these individuals closer more efficiently. If thisere so, an appropriate
knowledge of these groups would become imperativall the dealers wishing
to market art through this tool. After a carefulbysis of the segments belonging
to the art market, virtual sector professionalsi@antroduce further optimisation
with a view, for example, to improving exchangewsn consumer and seller.
In this respect it might be interesting to createater efficiency in the use of the
Internet tool in the art market. First and foremdss fundamental that the pages
load quickly, as the products, i.e. the works af are exhibited virtually in the
form of images, photographs or ‘jpg’ files. $aline pictures should be able to
maintain the highest possible image quality whisgping the weight of the file
to a minimum.

Each party potentially active in the art marketiddomoreover be able to
retrieve, through the auction house or gallerylogtze tool, the largest feasible
amount of information, and do it as fast as possilbhe web sites of galleries,
dealers or auction houses could then be organizeddh a way as to provide an
optimised rapid information search through a vastrgjity of research criteria. A
dealer, for example, could search for a specificknai art on the basis of some
of the criteria provided by his/her client (colourseasurements, design, style,
artist, époque, geography, etc.). An efficient favhresearch of this type would
be of the greatest significance because of thdteegenefits both for the client
and the dealer.

Given that generally, works of art are unique pseemd not standardised,
demand is highly concentrated. So if an art dealspeculator or any other buyer
wished to purchase an art object he/she would hgeabto minimise sale time
S0 as not to risk losing the work of art. For ttdason, the ease or difficulty with
which one can brokesnline becomes a critical factor. To this end, for insgn
buyers should have a wide variety of payment metlanéilable to thenprivacy
and safety in their transactions, and written goi@es with regard to delivery.
Finally, successful web sites are updated veryukeatly. A web site proposing
the marketing of works of art should also, as waslthis, check the quality of the
information posted in terms of products offered¢gs, orders and organizations.
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4. The Art Market from a Global Per spective

The great dynamism which characterises the comtexhich businesses move
nowadays also affects artistic enterprises and énéime artist-cum-entrepreneur.
The biggest changes relate to the environmentalcantpetitive context, which
organizations must take into account at the timéedining their own strategic
path”. Competitive analysis, preparatory in the choitstmtegic options, allows
an investigation to be made into the different leve# competition. These may be
broken down into direct, indirect, extendedhe multi-dimensionality of which
would propose an interpretation, in the dynamic seenof the important
phenomena for the life of the business. No lessifsignt is the technological
variable. This represents the most unstable fantbine present state of affairs,
taking into account both the speed at which newrtelogies are developed, and
the intensity with which they spread, often evefiaids of application which are
far removed from the original context. Thereforeformation flow between
demand, supply and distribution, risks being asyiriced. That is why we
decided here above to focus on the Internet, as & contributory cause to
globalisation and, at the same time, a tool for degelopment of information
exchange in the art market. With globalisation, #ré market has recorded
considerable changes. The market has become ititaralised up to the point of
becoming a worldwide market, leaving behind a jpg&ation of communicating
national markets. In relation to this, some phenmneseem particularly
significant. Demand has undergone a remarkable thrgwobably due also to its
fragmentation and diversification. Alongside thgufie of the collector, some
new players have come onto the sCen€onsequently, the private sector
demand, like all the art market for that matters bacome globalised, causing
buyers and dealers to physically move on the lmdsisarket morphology and the
cost of transactions. In recent times, therefdre,art market has no longer been
made up of relatively communicating national maskeand has become a
worldwide market. Every national artistic space, hesfact, been inserted into a
global system of cultural and financial exchang&c@ation of individuals,
works of art and information, favours market internection. Information on the
listings of works of art in auctions is, thanksthe Internet, instantaneous and
planetary. The same is true for indexes and claasiins relating to the artists
on the basis of the turnover achieved in auctidessavith interesting indications
about the state of the market and latest poputaids. Market globalisation has
probably been stimulated as well by the volatibfyfinancial flows invested in
artistic assets. Market dealers, for example, mavehe basis of regulations,
taxation and fiscal conditions in force in the wais countries.

o In the Swiss art market, the general purpose &ka port or
free zone is to authorize the purchase of an aabetad, all
without having to pay custom duties or VAT. Theseeg are
actually of crucial importance in this type of matkand in fact
Switzerland occupies a strategic position at inétional level.

Even multinational auction houses organize thegtians in most metropolitan
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areas and every week a new art fair is opened sbprewin the world. The

scattering of points of sale does not however aela high degree of market
concentration. The American market alone represaht®st half the global

market and that of the United Kingdom a quartenmib@nt markets include New
York, London and Paris.

o The art market has the double characteristic ah@ehighly
internationalised and concentrated only in some ldweide cities,
in line with a network similar to that of the fingial markets due to
the interdependency of these two universes. Inahd@ct this
spatial configuration plays a greater functionalean establishing
interdependency relations between the economiciuralil and
political players, as in the speed of gathering anculation data
indispensable for decisions to be taken

In order to resist the auction houses’ attemptsugiremacy, it seems sector
professionals use international fairs and exhibifio The large contemporary art
fairs, set up at the end of the sixties, couldaict tonstitute one of the main tools
for the international spread of art. Organized yaar round between Madrid,
London, New York, Chicago, Basil, Paris, Miami, .etitese fairs represent real
places for dealers and collectors alike to compasehange, etc. The most
important contemporary art fair is in Basil, Switaad, and it appears to have
contributed to the commercial rise of some movemant artists presented at the
main exhibitions such as Venice Biennale and Ka3selimenta. These fairs can
also play an important role in the secondary madades are made from one stand
to the other and comparable works of the samet anthy be found proposed at
different prices. Collectors and those respondimenstitutions thus feel they are
able to buy both quality and price. Each one o$é¢hfairs is therefore a place of
intense competition between market operators, tihieasame time it constitutes a
welcome structure for art dealers, also giving tleemsion of the global range of
artwork available. Alongside the phenomenon of rimrdgonal fairs, art market
globalisation has been widely favoured bgline auctions. At the end of the
nineties, the success anline auctions was immense, with both public and
investors. Alongside non-specific locations, spemd sites also multiplied,
including those focused solely on the sale of jeds, antiqgues and collector’s
items. By uniting with some of the auction houséh Vpedigree’ pasts, specialized
brand names in ecommerce, have given greater digdib their own sales of art
objects and collectors items. Doing so, the Ebawy.boand name, a leader in the
emergingonline private-to-private sales market, bought the brsatie Butterfield
& Bultterfield, the third-largest American auctionuse. Having made investments
to obtain art goods of high quality and managingudd a brand name recognized
worldwide and in art markets, Ebay.com was thuse abl open theGreat
Collectionssection of its web site, a section in which aneots originally from
professional art dealers or auction houses ardamdgyut up for auction. So the
auction houses appear to have sought, thramdine sales, to enlarge potential
demand both geographically and socially, reducermat costs by diversifying
commercial circuits and loyalize a customer basededlers. Whilst Christie’s
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auction house has been prudent in its approadiettnternet, in 1999 - and with a
considerable investment - Sotheby’s launched ara@oudsonline sales policy.
However it seems to be paying the price for thisces May 2003 the brand has
closed itsonline sales business on its own Internet site, pas$iagtask on to
Ebay.com - the number omlaline sales site worldwide - where it has been hosted
now for over a year. In the present state of thenarket, however, it appears that
sales growth on the Internet above all relates édiam or low quality goods or
multiple objectS. Moreover, dealers insist on the absence of aalyaed proper
selection of the objects put forward for sale amdimsufficient guarantees in
relation to their authenticity and financial vafuét is also likewise important to
observe the globalisation of the artistic scenaclwkeems to follow in the steps of
market place globalisation. In fact, during theetigs, a multicultural extension of
the supply was apparent. Artistic movements fronmt@é and Eastern Europe,
Latin America, Africa, Australia and the far Easteountries were all exported and
became famous. A Chinese presence dominated thee/Brennale in 1999; on
June 24, 2000, Sotheby's organized the first puldade exclusively for
contemporary African art, thus contributing to ¢iez a realtrend as a result
(suffice to think of the itinerant exhibition tol ahajor European capitals entitled
‘Africa remix’ that year, and the recent creatidrspecialized magazines, etc.). In
connection, an institutional network dedicated espnt-day works of art has been
developed. In actual fact, worldwide over the ldsee decades, some of the
museums that best represent architectural mastegief the twentieth century
have been created in San Francisco, Los Angeleta $&onica, Barcelona, Balboa
and London. The Guggenheim Foundation for exansglems to be going ahead in
the development of a brand strategy through thetemmth museum project
conceived, in this case in partnership with the icipality of Rio de Janeiro. The
phenomenon of biennales has also increased ovéagheen years or so, and as a
result there are currently about thirty of them,levleven some important shows
organized in areas once considered outlying friaggas seem to be growing in
importance. Exhibitions dedicated to global conterapy art, that is integrating the
artistic productions of many different culturesg also held more and more
frequently. These events and new collaborative shyjceamong artists of different
origins have led to the creation of internationatworks constituting real
international artistic breeding groundsOn the whole, globalisation of the art
market appears to have favoured an increase inysapg its revitalization, too.
From the viewpoint of globalisation, and especiaillydeveloped societies, the
organization and circulation of information havewever, been put forward as
new conditions for effective market operations. Thportance of this information,
due to the size of the art market, and the chdide®w to organize production and
distribution, could therefore stimulate a debate tbe organization of the art
market, in a move both towards a truly global disiem, and also towards greater
effectiveness.
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Notes

1 On this matter please refer to: R.B Coffman, ‘Arvéstment and Asymmetrical Information’, in
Journal of Cultural Economigdl5, 2, 1991; B.S. Frey e R. Eichenberger, ‘OnRhg& of Return in
the Art Market: Survey and Evaluation’, European Economic Revie®9, 1995.

2 Cfr. G. M. Golinelli, L’approccio sistemico al governo dellimpres@edam, Padova, 2002; M.
Gatti, Approccio Sistemico e Governo dell'lmpregzentro Studi di Tecniche Aziendali, Universita
degli Studi di Salerno, Salerno, 1999; Gastone &#¢cSli scambi d'impresaColombo Cursi, Pisa,
1962.

%1t was decided to use the term ‘work of art’ witifarence to the distinction made by Tamburini,
so that by this term reference is made exclusit@ijne objects belonging to the visual/figurativesa
‘...speaking of markets for artistic assets, the csj@f same could be defined, similarly to thatelon
for example for industrial goods, as the productofartistic activity, but this would not help, ias
this case a consolidated definition to which tered does not come to our aid, as it does in itngus
In actual fact ‘...there are impressionistic rectétlsa vast and open debate on the subject, which can
only strengthen the idea of the practical needito to a definition of what can be included under t
expression ‘art markets’ and therefore ‘works @f &onventionally, the artistic sector can be ded
into performing arts and visual arts; this lattategiory in turn can then be split into historicaltgral
assets — the existing stock — (cultural heritage) fine arts which can be translated into everghin
else’. The art markets refer to partitions of thiaster two categories and they are markets irsémse
that there is an exchange of goods commonly deéanedwhether these be derived from the cultural
heritage (artistic stock) or obtained as produeryby year’. See Gualtiero Tamburini, in: a cura d
Guido Candela e Monica Benir®roduzione e circolazione dellinformazione nel oo dell’arte
Clueb, Bologna 1997, pp.15-17.

4 Cfr. S. M. BrondoniPolitiche di mercato dei beni industrialGiuffré, Milano, 1983; J.J.Lambin,
Marketing strategico e operatiydicGraw-Hill Italia, Milano, 2000; P. Onid&conomia d’'azienda
Utet, Torino, 1965.

® Cfr. A. Raspi,Arte e mercatoAspetti del mercato dell’arte contemporanea. llcakl quadro,
Artemide, Roma, 1997.

® Exhibitions are quoted here as they are contaifershese goods and optimum tools for their
distribution.

"v. A. RaspiArte e mercato. Aspetti del mercato dell’arte comperanea. Il caso del quadrop.
cit., pg.17.

8 Cfr. C. Vallini, Il mercato dei quadri degli autori contemporaneispetti tecnico-economici
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