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A Most Ingenious Paradox: The Market for Contemporary Fine Art

This paper is about amarket where
producers don't make work primarily for sae,
where buyers often have no idea of the value of
what they buy, and where middlemen routindy
clam reimbursement for sdes of things they've
never seen to buyersthey've never dedt with.
Welcome to the market for contemporary fine
art.

This paper will describe the quality of
economic decison-making in the art market,
and explore the issues of persond identity,
economic rationdity and consumer risk. At the
most abstract leve thisis a standard economic
anthropology andysis of behavior that appears
to be economicdly irrationa, but which makes
sense when the full culturd context is
understood; while the specifics are different, the
basic economic processes are Smilar to those in
markets for any luxury or collectible items (cf.
Savage 1969; Rhaeims 1980). The ethnographic
materid presented here is from a study of
artigts, deders and collectorsin St. Louis, MO
in 1992, which is taken as a representetive
example of loca art markets below the
dominating center in New Y ork City.

Fine Art as Commodity

While most people may interpret the
term “art market” to connote the high end of
New York's (Paris, London’s, ...) dite
gdleries and auctions, in anthropologica sylel
will focus on loca markets, where the bulk of
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How gquaint the ways of paradox!
At common sense she gaily mockd!

(Gilbert & Sullivan "The Pirates of Penzance" Act I)

the nation’ s artigts, dedlers, and collectors
participate.! Serious, professiond fine artists
mekewhat | cal "museum-qudity” art, which
could in principle be exhibited in the hegemonic
center of New York City and in mgjor
museums, and be sold by dlite gdleriesin art
centersin this country and abroad. New Y ork
is hegemonic because aesthetic/art market value
is created by the attention of key critics,
curators, deders and collectors.  Art not
shown in New Y ork loses value for that reason
aone, irrespective of the features of the work
itAf.

The overwhelming mgority of artists do
not enjoy much, if any commercia success.
These artists make art because doing so affirms
their identity as artists, not because they expect
to earn aliving fromit. Although dedicated
artists may dream of supporting themsdlves
from the sdle of thar art, most earn aliving by
teaching (if they are lucky) or by arange of
occupations from graphic designer to waiter or
taxi driver, or ese subsist from the regular
earnings of spouses.

Fineartisagpecia sort of consumer
good, whose existence is supposed to "expand
civilized consciousness' (Simpson 1981), and
whose possession is supposed to demonstrate
the owner's high culturd ganding. Thisis
because art, as a non-utilitarian good, occupies
ahigher culturd postion than merdy useful
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things®> When they enter the market as
commodities, art objects are "V eblen goods'
that often Sgnd the owner’s high cultura satus
(Veblen 1934). A high price functionsas an
indicator of high dlite value, rether than asa
result of scarce supply and high demand.
Buyers of contemporary art range from
connoisseurs whose knowledge and love of
contemporary art is so impressive that they can
and often do become professona dedlers, to
people who care as much for their art asfor
ther furniture, seeing both as decoration. While
many art world participants like to claim that art
is aunique commodity, this andysis will show
that the strange elements of the market are
understandable as the results of standard
issues, identity and risk. The paradox of the
introduction will be clarified as the interplay of
different gods and condraints thet are familiar in
many Stuationsin addition to the art world.

A Model of Local Art Markets

This paper focuses on the market for
locd or non-investment art as distinct from the
market for blue-chip or investment qudity art. |
will define locd art markets conceptudly by
two dimensions: the motives of producers and
the knowledge of consumers. Thiswill lead to
the loca art market modd of identity
producers, making art commodities because
they love the work, and risk-averse consumers,
many of whom might vaue origind art on their
walls but who do not enter the market because
of their ignorance of economic vauein art.

In the standard market Situation
producers offer things for sde primarily because
they want income, and buyers have access to
enough information to assess the vaue of the
things they seek (see Table 1). The market for
most manufactured commodities, such as new
cars, isagood example. The producer isin it
for the money with no pretense of building
culture. The buyer knows the reasonswhy a
Mercedes costs more than a Mercury -- better

engineering, finer materials and more expensve
manufacturing quadity overdl aswedl asthe
panache of the name. Consumer risk is normdl
because motives are congruent -- producers
want to make things that consumers want to
buy. If consumers don't buy their goods
producers may blame the buyers ignorance
and short-sghtedness rather than their own
faulty products, but thereislittle culturd or
indtitutiona support for a continued failure to
make things that people don’t want to buy.
Markets where producers are involved
mainly for money but where consumers do not
know the value of the product -- either because
of structurd features or because the rules of
vaue are confused, contested, or unclear -- are
aso familiar to us. for example the market for a
boatload of fish as described by Wilson (1980).
Here the buyer as well asthe sdler can not
know the vaue of the fish without unloading the
boat, which of course involves deterioration in
the quality of the product. In these sorts of
asymmetrica information Stuetions the market
will fail without indtitutiona support, because
buyers will not buy and sellerswill not sl at a
price they both agreeisfar. The solutionisto
develop mechanisms to dedl with the risk, such
as persondized, equilibrating long-term
economic relaionships (cf. Plattner 1985).
Some producers make work primarily
because their identity and self-respect are
defined by their work. These people may want
to make money, but their involvement with their
work derives from identity rather than money.
They may be said to be addicted to their work
-- economigts use the term " psychic income'.
Some ethnographic quotes from . Louis
atigswill illugrate this
"ltsnotajob at all, itswhat | do, its
what | an. So basicaly | spend as much
time as| can here[the sudio], it comes
before anything ese. ... My srongest fedling
isthat | make my art because I'm driven to,
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| haveto. If | don't makeit, you might as
well lock me up in the crazy house. If
nobody buysit, nobody reviewsit, that's
OK, | don't need it. On the other hand, its
wonderful to be noticed, wonderful to have
people want your work." [Artist, supports
hersdf through free-lance media work,
Interview #52]
" When I'm doing my artwork, I'm not
sying its like a psychiatrigt, but it keeps me
sane.”" [Artig, full time faculty job, Interview
#131]

An artist who was able to support himself from

sling paintings summed it up:
" Given achoice between sdling everything
we do without exhibiting it and being able to
show everything with no sdlesa dl, we
would go for the second option'’
(McGarrdl 1986. Hewas afull professor
at Washington University-S. Louis Art
School)

This sort of personal identity relation to
oneswork is of course not limited to artists.
Most people know professionals such as some
academics who work very hard and single-
mindedly without much attention to their
income. For example, ayoung academic
colleague told his mother of the publication of
hisfirg professond article. Her question,
“How much will they pay you for writing thet
aticle?’ showed her misunderstanding of his
god of advancing scholarly knowledge.®
Likewise friendly advice to artists whose work
does not sell to make more popularly
acceptable work, perhaps pictures of cats and
dogs, ignores their mgjor problem of
establishing and maintaining identities asfine
artigs. ldentity producers like academics and
artigs certainly value income, but normally
would not consder increasing their income by
other work like sdlling red estate instead of
practicing anthropology or making art. They
rationdize their lower income by affirming their

identity as cultura producers advancing the
public culturd heritage, instead of economic
producers advancing their private economy.

Markets for the products of identity
producers can be distinguished by the clarity of
the rules of value. Consumers of the work of
investment-quaity contemporary artists, whose
work is commonly sold a public auction in dite
auction houses like Sotheby's or Chrigtie's, have
full information about price trends and prior
sdes. Certanly each piece of art isunique and
people commonly |ose money buying "blue-
chip" art, but that is because they migudge the
market in the same way that they could
migudge the market for pork belly futures, not
because the rules of vaue are opague.
Smilaly college Deans assure faculty thet the
reasons why professors are paid differently
from each other are in principle clear and
edtablished, if in practice they are complex,
often confidential, and contested.

The rules of aesthetic value are unclear
for the overwheming mgority of loca art that
has not entered the dite market. The average
upper middle class consumer with enough
disposable income and culturd capita to vaue
buying origina art would betotdly at alossto
explain why one water-color painting is worth
$300, another $3,000, and a third $30,000
while the Size, shape, quality of materids and
other visud attributes may not vary significantly.
None of the pieces would have the public
auction record to establish thelr investment
qudity. How isabuyer to know why this large
watercolor of flowersin avase on the dining
room tableis a bargain at $25,000 while this
practically identical gppearing work on paper is
over-priced at atenth the cost? | definethis
market of identity producers and confused
consumersasaloca at market. Itis
composed of an enormous number of
producers relative to their actua saes, and a
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relatively tiny number of consumers daring
enough to enter the market.
The Growth of Local US Art Markets

The American art inditution of artigts,
exhibition spaces, art schools and art dedlers
grew explosively in the post second world war
period (until the market crashed in 1990) asa
consequence of the country’ s enormous growth
in wedth and with the influx of European
influences. In thissection | will outlinethe
growth of the US art world, which resulted in
the current plentiful supply of artigts. In later
sections | will discuss collectors and dedlers.

New York art became dominant in the
world market during this period.* At the same
time the conflict over vaue that had been
growing in the art world in the end of the
nineteenth century developed into our current
post-modern state of affairs, where the
dominance of any single theory, genre or form is
questioned. While the rules defining excellence
in art were becoming more confused and
contested, the number of people making art
was increasing dramaticaly. More and more
people were making art to sdll to the fewer and
fewer people who fdt confident that they knew
what to buy.

American art moved from the fringes of
"bohemian" life towards the center of middle-
class vaues during the post-World War Two
period. Sharon Zukin (1982) pointed out that
high prices for the few successful artists work
"...enbled them for thefird timein history to
meke aliving off atotaly saif-defined art.”
(p.96) Zukin cited the artist Larry Rivers
saying, "one could go into art as a career the
same as law, medicine, or government” in the
early 1960s (p.97).> The saes prospects for
art seemed <0 rosy that the avant-garde dealer
Samue Kootz put on exhibitions of paintings at
Macy's and at Gimbdl's department store
(Marquis 1991:235-6). Even Searsand
Korvette's (a discount store in New Y ork City)

tried to sall art between 1966 and 1971 (Zukin
1982:99-100). Zukin argued that art had
become apart of middle classlife. Artists "saw
the same world that the middle class saw: a
‘continuous past’ made by rapid socid and
technological change, the passing of
indudiridism...and a mass production of art
objects and cultural stlandards'.(p.97)

By the 1990 census, 213,000 adultsin
the US identified themselves as "painters,
sculptors, craft artists, and artist printmakers'.
Over the 20 year period 1970-90 artists
increased by 145% while professional
occupations at large increased 89% and al jobs
increased 55%. An increasing number of artists
had higher education. By 1989 there were
1,146 indtitutions in the US offering Bachdlor's
degreesin visua and performing arts, and 362
ingtitutions offering Master's degrees.® Over the
19 year period from 1970 - 1989, these
ingtitutions graduated 733,099 Bachdlor's
degrees and 157,982 Master's degrees in the
visud and performing arts. Of these | estimate
that 42% of the Bachelor's (307,900) and 33%
of the Master's (52,134) degrees were in the
visud arts.” On an annua basis, thisis an
average of around 16,205 Bachelor's and
2,744 Master's degrees in the visud arts alone®

Theincrease in educationd
opportunities was paradlded by museum
congruction. More than 2,500 new museums
opened between 1950-1980 (Marquis 275).
Fifty-eight percent of 749 arts organizations
(museums, art centers and corporate
collections) studied by Cranein 1987 were
founded after 1940, and over one third were
founded after 1960 (p.6). Between 1960 and
1975 the number of deders and gdleries listed
in the NY C telephone book amost doubled,
from 406 to 761. Crane examined the date of
origin of 290 New Y ork gdleries she identified
as specidizing in avant-garde contemporary
American art. Shefound that 80% of them
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were sarted after 1965. She also summarizes
estimates of one-person exhibitions per year in
New Y ork from 800 in 1950 to amost 1,900
in 1985.

The growth in the post-war US
economy alowed many corporations to use
some of their wedlth for art collections. Since
the 1960s, corporations of al szesincreasngly
began to collect at (Martorella1990). While
most of these collections were closed to the
public, the IBM corporation opened a public
exhibition space in New Y ork which put on
important shows.®  Except for the very largest
and wedlthiest, most corporations did not have
pecidigs on ther gaffs. An new nichein the
art market was cregted for "art consultants’,
who specidized in buying art in bulk, aswell as
in curating and conserving corporate
collections.

The State legidative appropriations to
state arts agencies went from a US total of $2.6
million in 1966 to $292.3 million in 1990
(reduced to $214.7 million in 1992). By any
measure the growth in public investment in arts
has been impressive. Theincreased wedth of
the US economy was clearly associated with a
booming interest in the arts. The high end of the
market, consgting of dite galery and auction
sdes of investment qudity art, led the
gratospheric rise until it crashed in 1990. The
causes of the crash are not relevant to this
paper (see Watson 1992 for an andysis) as
neither the boom in prices and saes nor the
bust was as extremein the loca art markets as
they werein the center. However the crash did
reinforce the perception that buying art isa
risky proposition, best |eft to those who truly
love what they collect.

Thevan Gogh Effect

The United States in the post second
world war period was a mighty engine for
creating and viewing fine art. But by dl
available measures the vast mgority of artists

could not earn aliving from sdes of their art. In
the St. Louis case, for example, the census
category of "painters, sculptors, craft artists,
and artist printmakers' totaled over 2,200 in
1990. Inmy 1992 study | identified about 800
atigs as "serious’ fine artists, meaning they
were somewheat activein showing art and in arts
organizations (I assume the rest of the people
censused were commercid and craft artists).
Less than 40 showed their work in galeries
outside of the city, and only about 5 showed in
New Y ork, both standard criteriathat artists
useto identify "red" artists. Perhaps 1% could
support themselves from the sde of ther art, the
rest subssting from teaching ether full- or part-
time, and in other art-related jobs. Practicaly
al the artists who were not working full-time as
teachers or in other jobs relied on the incomes
and hedlth insurance of spouses with steadier
incomes.

There are few comparable empirical
sudies of the economic success of fine artigts.
Smpson, in hisstudy of SoHo artists, estimated
that 94% of the artistsin New York "are
not...ggnificant sdllers' (1981:58). One nationdl
survey was donein 1988 in 10 locations across
the US from New Y ork City to Los Angeles.
Information was reported from 4,146
respondents who returned mail questionnairesin
al at fiddsinduding visuad and performing arts
and literature. Seventy-nine percent reported
earning $12,000 or less annually from art (Jeffri
1989). A 1978 NEA study of 940 visud artists
in Houston, Minnegpolis, Washington DC and
San Francisco reported 88% of painters
returning mail questionnaires earned $10,000 or
lessfrom art (NEA 1984).

How can dl these artigs maintain their
identity producing art that nobody buys? The
key to understanding thisis best shown by the
culturd history of the work of the
Pogimpressionit artist Vincent van Gogh.
Although his brother was an art dedler in Paris,
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the center of the art world in the late 19th
century, van Gogh sold only one painting in his
lifetime. Hiswork was despised and dismissed
by dl but afew faithful friends and supporters.
One hundred years after his degth his portrait of
his psychiatrigt, Dr. Gachet, sold at Chrigtie's
New Y ork auction house for the staggering
price of $32.5 million, the highest price ever
paid for awork of artin apublic sde. Evenif
contemporary artists don't know these specific
facts about van Gogh, fine arts cultureis
constructed upon the story of the rgected artist
whose work is ultimately recognized for its
greatness.

Van Gogh isthe most commercidly
successful example to date of work semming
from the Impressonist movement in art, which
has been influentid in shaping the modern art
market.* Impressionism developed in Paris
during the latter haf of the 19th century. The
Impressionists showed their works in a series of
exhibitions independent of the officid Sdons,
culminating with their last group show of 1886
which finally established their acceptance by
key critics and collectors. Their work was
originaly seen as scandaous, rejected by the
art authorities and reviled by the public. But
they were supported by afew key dedersand
friendly critics The deders gdlery exhibitions
labeled the Impressionists as a unique art
movement and highlighted them apart from the
masses of paintingsin Saons. Although much
of the publicity was negative, the artwork was
well-known and notorious. In amodern
marketing sense, the Impressonidts, ther
dedlers and critics crested their own brand
name (e.g., Green 1987).

The world market for contemporary
fine art was centered in Paris, where prices for
contemporary paintings could be fabulous.
Meissonier, the Preimpressionist French
Academy art gar, sold a painting to Vanderhilt
in 1887 for the current equivaent of $1.5

million, and the Preimpressonist Barbizon art-
gar Millet's painting sold in 1890 for the current
equivaent of $5.2 million (the artist had died in
1875). By 1912 the Impressionist Degas
painting sold to an American collector for
$95,700 (equivalent to $5,000,000 currently),
aworld record at the time for awork by aliving
atig.

The Impressonist movement in art (and
its precursors) demonstrated that dedlers and
supporters of avant-garde artwork could enjoy
sgnificant profits. The dedler Durand-Ruel
believed in thair importance and bought their
paintings in exchange for subs stence stipends.
This greet dedler lived to see prices reach
extreordinary heights. A group of dlite young
Frenchmen known asthe "Bearskin" collecting
club, bought Impressionist art collectively
beginning in 1904. In 1914, after only ten
years, they auctioned the collection off for four
timeswhat they had paid. A quarter of the
auctioned works were bought by members of
the Bearskin group themsalves, who
complained that they would have bought more
but for the high prices (Watson 1992). These
fabulous profits from the purchase and resde of
works of art that were so recently disparaged,
and the culturd legitimacy they implied, had a
great impact on the modern art world.

The Death of Critical Authority in the Art
World

The Impressionists and their successors
showed that going againgt the received wisdom
in contemporary art could be profitable for
artists, dedlers and collectors. Potentia taste-
makersin society learned that the negetive
opinions of mgjor critics and gate-keepers, who
had dismissed the Impressionists work because
of crucia flaws and inadequacies, did not
necessarily undermine the eventua success of
the work from an aesthetic or market
perspective. Impressionist art went from being
S0 outrageous that coachmen on the street were
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seen loudly insulting aMonet panting in a
gdlery window to being valued, respected and
emulated in ardatively short period of time*

This was a powerful lesson. Work
rgjected by both elite and popular taste could
prove to be a good aesthetic choice aswell asa
profitable investment without too long await. If
the critics of Impressionism were so wrong, if
thelr cries of dmost mord outrage over the
gpparent incompetence of Impressionist artists
turned out to be merely the complaints of
orthodoxy incapable of accepting change, then
the claim of other critics about ineptness or
fraud in contemporary work would be suspect
aso. This proved to be the case with
succeeding art styles like Abstract
Expressionists and the Pop artistsin the US
decades later. Perhaps the most famous case
was the Robert Scull auction of Pop art in
1973, where work that was recently disparaged
sold for up to 90 timesits origind purchase
price of just afew years before. There were
many Smilar cases of extraordinary
gppreciation of avant-garde art pricesin the
post Second World War era, until the art
market crashed soon after the van Gogh sdein
1990.

Thevan Gogh effect on aesthetic
authority is exemplified by a contemporary critic
in Artnews, amajor contemporary American
magazine. He concluded a 1993 review article
on thework of the controversd artist Jeff
Koons with these words:

"mogt of the ...objects struck me...as
purposely dumb and perverse, acid, totally
aware criticisms of the needs and
preferences of the Great Western
Unwashed and of the attitudes of smirking,
sophidticated collectors willing to pay huge
pricesin order to mock the bad taste of
thelr inferiors.”

Thisis pretty serious and negetive. But
the find words of the critic's essay are
urprisng:

"But that's not the way they drike [the
atig] Jeff Koons...or, indeed, the way they
drike many of hiscritics. If thesethings
seem to you ether desirable or profound, |
know of no way to persuade you that my
response isworthier than yours.” (Littlgohn
1993:94, emphasis added)

Of course, it isthe critic'sjob to
persuade readers of the salience of histaste.
The abject admission that a critic had "no way
to persuade” means that he had no theory of
good-and-bad in contemporary art, no
accepted set of aesthetic vauesto which he
could refer. | think thislack of hegemonic
vauesis part of theimpact of the
Impressionist's success.

People gradudly redlized after the
Impressonigts that much art criticism, meaning
pronouncements about art quality by dite
connoisseurs, had logt its authority. 1f so many
of the "important” critics and curators were o
wrong about the Impressionists, why should
today's commentators be different? This
caution primarily affected those who were
negative about new work -- why should they be
any lesswrong than their predecessors who
rejected the Abstract Expressionists, Pop
Artigts, conceptua artists, or any other of the
stylesthat aggressive artists and deders pushed
on the art-buying public? The underlying lesson
was that it is dangerous not to "embrace the
new". If arespectable authority did not
appreciate the new art, and it later became
successful through the efforts of other critics,
curators, marketers, and collectors, the so-
cdled authority risked looking foolish. Thisfear
encouraged an (un)critica rush to be the first to
recognize the merit of the newest trend (which
then engendered its own backlash of critical
complaints that "the emperor had no clothes’,
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that much of contemporary art is, in fact,
aesthetically vacuous -- Hughes, 1991).

The migtrust of adominant critical
authority lead to a problem: the only available
short-run measure of artigtic Sgnificance, asde
from the opinions of critics and curators, was
market success. The market defines successin
the present, and the lesson of the Impressonists
was that market failure today does not
necessarily mean that the work will have no
atigic ggnificancein thefuture. Van Gogh's
fal and subsequent rise has been taken to heart
by the art world. The Prempressonist
academician Meissonier, the Victorian Alma-
Tadema, and the many artigts like them who
were darsin ther lifetimes whose work sold for
the contemporary equivaent of millions, yet
whose aesthetic significance istrivid now, are
important lessons. Artists today might not
remember their names, but the lesson that
absence of market success in the present does
not have to mean future artistic irrdlevance
permestes the vaue system of the
contemporary art world. Good artists don't
necessarily sl paintings, and al of the paintings
that sell -- even for high prices -- are not
necessarily good. Only the long run of history
can afirm aesthetic Sgnificance. This
understanding encourages artists to perseverein
the development of their work, and not to be
devastated by negative criticism or market
rejection.

Post-M oder nism

Although | argue that the problem of
identifying vaue in paintings flourished &fter the
Impressionidts, this experienceis part of asocid
change that has transformed the nature of
contemporary high culture. Culturd lifeis
"post-modern”, meaning that the aesthetic rules
that governed Modernist art (including al the
arts from architecture to music and literature)
have logt their hegemonic authority (Herwitz
1993). Sdf-referentiaism, pastiches and other

sometimes playful and ironic values govern the
high end of contemporary taste. Thusthe
generd culturd environment isno help for
someone looking for clear rules of vauein
cultural products. Pop art, Op art, Earth art,
Ingdlation art, Performance art, Minimaism,
Pattern-and-Decoration, Photo-realism -- art
syles have whizzed through the art market a
what seemed to be lightning speed. A collector
may enter a galery whose high white wdls and
impressive spaces connote a sacred place to
find small brightly colored cubes of wood
attached to the walls, or the floor strewn with
mass-market candies. These works may have
price tags of $2,500, or $10,000 and up. The
deder saysthisis brilliant work, made by an
emerging artist who will soon be an important
forcein the New Y ork art world, anew
Warhol. What isoneto do? Serious,
committed collectors find themsdlvesin the
position of the &. Louis connoisseur who
admitted,

" It's always hard to say [about a new work

of art], 'Oh boy, thisis rotten’, because then

you have to eat your words a couple of

years later.” (Interview #6)

| have argued o far that the US

economy has supported a fantastic and
dispersed growth in art indtitutions and art
producersin the past haf century at the same
time that the longer history of the high art
market had weakened the hegemonic authority
of critics and value-authenticators. This
produced the current Stuation in locd art
markets of many serious, “identity” art
producers who are unable to make aliving by
making art. The reason isthat potential
collectors are frightened out of the market by
the consumer risk involved in buying locdl fine
art. 1 now turn to the collectors Stuation, the
difficultiesin interpreting the price of
contemporary art, and the role of dedlers.
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Collectors: Legitimacy and Risk

The consumer standard of reducing risk
in buying art iswhether the art has "legitimacy”.
The best way to explain thisis by the case of a
St. Louis banker, who bought art occasionally
but was not sophigticated. The banker
remembered buying hisfirst painting while on
vacation in Michigan inthe 1950s. The gdlery
was asking $500, the equivalent of almost
$3,000 in current dollars. He thought of caling
the Guggenhem Museum, in New Y ork City,
to ask "if they knew of thisartist.” Whoever he
gpoke to recognized the artist's name and said
that he was a "legitimate artigt™:

" It makes common sense. I'm buying the
painting because | likeit, but | don't want to
be had. | don't like making mistakes. It
would be different if | went to [X, alocal
deder] wherel know the galery. If I'm
buying adiamond, | want to be sure the
diamond isflawless. | can't seethat, | have
to rely on the dedler. | bought the painting
because | liked it, and my ideas were
supported by the fact that he [the artist] had
some recognition, he had legitimecy... |
wanted to be sure | was doing the right
thing." (Interview #75)

Collectors, like shoppersin any market,
seek security by consulting trusted experts, by
reading publications about the work, and by
seeing the work marketed in larger markets. A
collector mentioned congdering a piece of art:

" It had been on the cover of Life magazine,
one of the"Emerging fine American young
painters'... | had legitimacy, the guy was on
the cover of Life... So | bought that
panting.” (Interview #127)
A lawyer told how his confidence was raised in
the vaue of some work:
" The next piece | bought ...[wasby] a
young artist in New York. [Theloca
dedler] caled me up and said that he was
having a show and that there was a piece he

wanted me to see. And he was very excited
about it, and showed me the piece, showed
me some articles published in art magazines,
an interview with [the artist] and told me
more about him. and | went ahead and
bought it [for $4,500]... When | wasin
San Francisco ... | went to [an art] gdlery
and she had a[piece by the artist] and that
was ared wonderfully reinforcing moment
for me, and increased my respect for [the
locd dedler's| opinions. Also, again, it made
me fedl a connection to an art world that's
larger than St. Louis.” (Interview #42)

Legitimacy means gatusin some
market larger than the loca place, so that the
buyer'sinterest in the work is shared by alarger
st of collectors. Potential buyers are reassured
by the knowledge that the work is sold and
written about in awider socid context than they
seeitin. Thelarger the set of people who
know about that artist's work, the more likely a
buyer isto find someone with whom to discuss
the work and increase his or her own
enjoyment, and the less likely to be deceived
about the work's vaue® If the priceinitialy
seems too high but the dedler provides
information about sales of comparable pieces
by that artist at comparable prices, backed up
by museum exhibitions and published reviews
or citations in books and articles, then that
piece's cost is set into a context which supports
the vaue.

The concept of legitimacy points to two
agpects of the economic vaue of art: the current
price and the resale potential. The collector
must assess the current price-vaue equation, to
decide whether the stated price is appropriate
for that particular piece of art. How isoneto
know what afair priceis?

Explaining the Price of Art Works

On the broadest leve the style of the
work affects the price. Contemporary realism
isless expengve, other things being equd, than
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other styles of painting, and art-crafts (high art
work in craft materids like clay, glass, or fiber)
are cheaper than sculpture and painting, for
example. (Crane 1987, Table 6.2 gives dataon
auction pricesby art sylein painting.) Some
callectors find themsdlves driven out of painting
and into art-crafts by the high prices. They shift
their collecting into newly emerging art-craft
areas where they fed that they get more
"megterpiece’ vaue for their dollar:
"Now, | can buy apot for $5,000 [made
by]_one of the 3 or 4 world's top ceramigs.
Do you s2e? Now, not that painting is not
worth that on today's market, and | don't
mean to denigrate the work in terms of
decreasing the price, but by comparison
there is a disproportionate value of the
dollar in the market. And ... wecan
acquire magterpiecesin clay that we could
not acquirein painting.” (Interview #60)

The "other things being equd" include
factorsin the higtory of an artist's career. The
more shows and prizes won and their level of
prestige, the higher the dite status and number
of gdleries handling the work, the higher the
connoiseurship of other collectors owning the
work, the more articles, monographs, and other
media attention, the higher the prices. Within
any atig'sprice levd, the physicd attributes of
the work, whether it is on paper or canvasif a
panting, its Sze, medium, the existence of
multiples and use of expensve maeridsal
affect the cost of a specific piece.

Frey and Pommerehne (1989, ch. 6)
tried, but | think ultimatdly failed to explain the
vaidion in art pricesin the dite, internationd
market" They coded auction prices for the
works of 100 "top" internationa contemporary
artistsin 1971-1981, chosen by their high
standing on severa measures of
accomplishment. Their regresson andys's
explained the variation in the price of 987
works of art by acomplex factor they caled the

10

"aesthetic status' of the artist, estimated by
coding the artist’'s style -- Pop art, Op art, New
Redism, etc.-- number of exhibitions, prizes
awarded, years of experience, and past prices.
They aso coded other factorsincluding the
medium (sculpture, painting, graphics), quality
of materid, Sze of the piece, advertiang activity
of the gdlery, red rates of return from stocks
and bonds, income, inflation, whether the artist's
gdlery was one of asmall set of avant-garde
gdleries, and whether the artist was dive. Thelr
regression accounted for about three-fifths of
the variance, but the price variable done
accounted for sixty percent of the outcome.
Explaning current prices by past pricesis
reasonable, but not very enlightening about the
causes of the past prices, whichisthe crucid
question. The combined effects of the
important non-price variables of syle, higtory of
exhibitions and prizes, etc. explained less than
10 percent of the variance. While one may
quibble about technicd details of their analyss,
they have done about aswell as anyonein
identifying the mgor factors which determine
high prices in the elite market for contemporary
at, and their analyss seems valid for locd
markets aso.

When dl is said and done, the
explandtion of pricesis not well understood and
the difference between an artist who is "hot”
and one who is not ather in local or dite
marketsisfairly enigmatic. After thefact, the
success of gdlery and museum shows, attention
by the media, etc., trace the course of an artist's
prosperity. Deders and connoisseurs use this
information to assess prices. Bt it seems
extraordinarily difficult to predict success before
thefact. Singer found that only one in three
artists whose careers began with showsin dlite
gdleries made it to the auction market, a
ressonable definition of artistic market
success.(1990) Of course the mgority of
artists never show work in professiona
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gdleries, only an inggnificant proportion of
those who show at dl then makeiit into dite
galeriesin any urban area, and proportionaly
fewer yet makeit in the New Y ork market.
The information base of prior shows, reviews,
prizes and collectors needed to assess the price
of locd art isvery thin, which appearsto
increase the risk for local buyers as compared
with buyersin the hegemonic centers of the art
world. Many local buyersfed thet they are
better off shopping in the center. A St. Louis
collector wastypicd: “I don't go looking in
gdleiesin &. Louis | generdly fed that if I'm
going to look, I'm going to go in New York,
where | can seewhat redly isgoing on.”
However the truth is that except for the
proportionaly few pieces of investment quality
art which are auctionable and have aresde
value, most art sold —even in New York-- is
“locd” in the sense that it has no resde vaue.
The problem of vauation is generd throughout
the art market, below the “blue-chip”
invesment-qudlity level.
Dealers: Splitting the Deal

The difficulty in assessng vduein locd
art markets is shown by market conflicts over
the responsibility for specific sdes. Deders
who represent artists commonly indst on a
monopoly over dl regiond (or nationd) sales of
that artist's work, meaning they demand their
commisson (typically 50% of the gdlery sdle
price) on dl sdes. Artists commonly facethe
dilemma of what to do about sales to persond
acquaintances, in the extreme case, asde of a
work in the artist's studio to a client who has
never set foot in the gdlery or spoken with the
dedler. Dedersingst on a (sometimes reduced)
share of such sales on the grounds that their
sponsorship of the artist and support of the
artist's career through advertising and
exhibitions hdps to establish the vaue of the
work in the market (in the absence of the
record of exhibitions, prizes, presencein dite
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collections and publications idedlly found in the
metropole). Therefore, they argue, the dealer
should be reimbursed from dl sales, evento
persons they have never met.

The flavor of the decison-making is
exemplified by one successful S. Louis artist
describing her negotiation with her deder over a
commission on a sde that happened outside the
gdlery (thisatigt'sincome is assured by her full
professor's saary):

"| said "You didn't get this [sal€] for
me.' | said’l got thisand besides | got it
before you were evenin my life” And he
said 'Yes, but... you know, you wouldn't be
who you are if you didn't have [me as your]
deder.' And | said 'Well, of course!’

And | dways give him haf of anything thet |
sl herein town. I've been very clean about
this But this bothered me alittle bit... | sad
'Look, you're my hobby. Making the art is
my job, sdling it isredly ahobby, and |
said, 'You're avery expensive hobby...” On
the other hand, it works out very well. He's
been red good for me... Since January I've
made $20,000... I'm doing fine.

... What he did was, he gave up hdf of his
half. So he took 25% ...of the sale price...
So | wrote him a check for $500 and now
he's happy. | don't think he's happy, he
wanted more than that. | said $2,000 for
the piece. Half of that would be $1,000.
Half of that would be $500." (Interview
#116)

In cases of conflict, artisgts will interpret
the gdlery's role more narrowly, expecting the
gdlery’ sinvolvement in the transaction by
recruiting the customer and making the sde,
while the dedler expectsacut of dl sdes.
Clearly thisis a Stuation where reletive power
will count -- the artist with no other dealers and
fearsthat she will be dropped from the gdlery
faces a different practicd and ethica dilemma
from the artist with anationa reputation, deders
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in other cities, and the easy facility of joining
other gdleries.
The shoe is on the other foot in conflicts
between designers and dedlers over a share of
at sdes Interior desgnerswill offer to
decorate their client's walls with art in the same
way that they help them choose furniture. Their
gatus in the contemporary art world, where
"decordive' is often an insult, isfairly low. A
deder in St. Louistold me his opinion of
designers.
"Desgners are evil hateful people. Write
that in your notes.”

His contempt was not for their aesthetic taste,

but for their business practices:
" Designers are the type of people, that, lets
sy, | [asacustomer] hired acertain
designer to help with my living room, for
ingtance, ... let's say that then | walk into
[X] gdlery, and ... on my own, | buy some
at. ... Then, I'll cal the designer, or the
designer checksin on me. Because they
[desgners] have this Sixth sense of when
something like that comes down. And
they'll show up at the door. 'Oh, you have
new art, where did you get it, oh, its
fabulous, de-da-de-da’ Then, dl of a
sudden,, the [X gdlery] director here getsa
phone cal from the designer, 'Oh, isnt it
wonderful, that worked out s nicely, now
you owe me ten percent.” (Interview #91)

The dedler fdt that the designer had no
right to the commission, because the designer
was not involved with the behavior directly
leading to the purchase. The designers would
argue that they steered the client towards that
gdley inthefirg place, or gave their aesthetic
gpprovd to the gdlery's work, which alowed
the dedl to happen. In such acircumstance,
deders may pay the requested commission to
forestd| the designer influencing the buyer to
return the piece, or preading rumors that the
dedler does not cooperate with designersin
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generd, which could hurt their business. Thus
deders are hoisted by designers on their own
profit-sharing petards.

The economic responshility for an art
transaction -- the identity of the persons who
made the deal happen -- has been made
subject to interpretation, so that profits can be
negotiated between interested actors. The
designers clam that they deserve a share of the
dedl because their design advice somehow
legitimized the dient's purchase from the gdlery
is analogous to the dedlers clamsthat they
deserve ashare of artists studio sales because
the gdlery connection legitimized the va ue of
the artis'swork. In both casesthe clam is put
forth thet it isthe legitimization of vaue by a
socid relationship, and not merdly the direct
market search and choice leading to the sdle,
that deserves financial reward.

Consumersor Connoisseurs? The Market
for Lemons

The ability of art market middlemen to
gplit dedls comes from their claim to possess
“taste” or knowledge about vaue which the
consumer lacks. Connoisseurs -- dealers and
expert collectors -- understand the market
forces which determine price differences
between works: the different history of museum
shows, prizes, publications about the artist, and
other separate factors studied by Frey and
Pommerehne. Experts can estimate the effect
of these factors on knowledgeable buyers
interest in the work and willingness to pay the
price. But thisinformation is not reedily
gpparent to an average buyer in the loca
market.™® Thereisadisparity in the information
available to the deder-sdller and to the buyer of
art which places the buyer at a disadvantage,
and alows prices to be used as signdls of
quaity. The moreloca the market, the less
supporting information about comparable sales
and prior bonafides like exhibitions, prizes and
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publications exist, and the stronger the purely
socid vauations become.

Asisthe casein other markets where
the estimation of vaue in a particular transaction
isdifficult, yet the partiesintend to maintain a
long-term economic relationship, profits are
shared or equilibrated (cf. Plattner 19854).
Wilson, for example, showed that prices are
renegotiated between boat captains and fish
packers after the deal is made, the boat
unloaded and the fish sent to market.(1980)

His explanation for thisflexibility deds with the
gpecific conditions of the market. The
perishable product, significant transactions costs
and unpredictable retail pricesfavorsthe
edtablishment of long-term relations which
fecilitate steedy supplies on abase of trugt in the
long-term fairness (or lack of a better
dternative) of the ultimate price. The specifics
of the two markets -- one for fine art, one for
fresh fish -- could not be more different. Yet
both stuations involve commodities whose
market value is hard to evaluate at the time of
the sde, and trading partners who vaue an
enduring market relationship over a short-run
profit.

George Akerlof explained the
importance of asymmetrica information in
marketsin asemind paper in the economics
literature (1970). Using the example of the
used car market, Akerlof pointed out that
sdlers of used cars know if they are "lemons’ or
"cream-puffs’, but buyers don't. Both cars may
be equdly polished and have smilar mileage,
but the sdller knows that the engine or
transmission is bad in one car and good in the
other. Since this knowledge comes from using
the car, the buyer can not know it, and if
rationd will only offer the value of a"lemon” for
any car. Sincethe sdler of a"cream-puff”
knows the car is worth more than a"'lemon”,
and isequally rationa about money, the sdller
refuses such alow price. Thusthe market fails
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in forma economic terms, since sellers and
buyers meet but can not come to terms.

Akerlof discusses saverd solutionsto
this economic problem (see dso Plattner 1985
Ch. 5 and 1989 Ch. 8). The solution followed
in the art market isfor collectors to establish
persond relations with deders aswdll as artists.
But it takes time to persondize transactions.
Since few people love art enough to spend the
time either learning the information they need in
order to make sensible purchasing decisons or
developing arelationship of trust with adeder,
the total size of the market for contemporary
fine art issmdler than might be expected by
income didribution done. This explains why
art-buyers are a smal sector of the eite and of
the middle-class, dl of whom might be
expected to want to use art purchases to
vaidate thair rdative status (cf. Halle 1993).

I've argued that artists with aspirations
to art historical sgnificance -- the "high end” of
the art market -- do not make norma economic
commodities. Art prices are not standardized
across physica characteristics such as sze and
media. Since collectors learn to appreciate art
inasocia process, their own aesthetic reaction
to the work tends to be influenced by esteemed
sources of information such as other admired
collectors, elite dedlers, critics and curators
(each with a persond interest -- aesthetic or
economic -- to further). Pricesfor art not of
"Sar" gatus can not function in the norma way,
as manipulators of demand, since the consumer
information needed to evaluate pricesis hard to
master. This creates the paradox of Veblen
goods, that raising prices may stimulate demand
among consumers hungry for the status that
possession of high culture goods is supposed to
give. The other Sde of the coin isthat lowering
aprice does not raise demand as is the case for
normal commodities, but instead lowers
demand, asit Sgnds an artist whose career is
dedining (Towse 1992).
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Aspiring artists work hard for low
incomes because making art is an essentid part
of their identity as artists. The post-modern
condition of aesthetics -- the absence of a
dominant theory of good-and-bad in art --
coupled with the price boom of the past 40
years, means that buyers see art as an
investment good, yet lack atheory of vaueto
guide them in specific choices. The information
asymmetry between deders and art buyers and
the risk faced by buyerslimitsthe Sze of the art
market for local, non-investment art. The lack
of an dominant popular theory of artigic value
dlowsthe nature of an art transaction to be
mystified, so that interested parties can
successfully demand a share of aded they had
no direct hand in. While a first Sght the art
market seems unique, on closer examingtion the
paradoxes have smilarities to other market
Stuations where comparable condraints are
found.

Implicationsfor Economic Anthropology

This paper has sketched a market
where people spend significant amounts of
money to buy objects whose vaue they can not
be sure of, and where people spend sgnificant
amounts of time to make commodities which
few people are willing to buy. Anthropologists
may think that these Stuations are unique to
wedthy societies, and are not rlevant to the
people we usudly study who live doser to the
subsigtence line and worry more about putting
food on the table than art on the walls. But
certainly the atitude that the quaity of one's
work is more important than the price recelived
for it has had along history in the field, since the
earliest economic anthropol ogists explaining the
logic in why natives did not produce for the
colonid market. Identity producersin this
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aticle are smilar to non-capitalist producersin
dua economies. The consumer risk that this
paper has described is aso smilar to therisk of
engaging in economic transactions in developing
economies, where legd and financid sysems
are not well developed. This transactiond risk
in some economies facilitates enclave sectors
and ethnic trading specidization, where trading
isembedded in enduring socid relaions which
sarveto facilitate trust. In both cases adriving
force for the shgpe of theinditution isthe
inequdity of information available to buyer and
sler, which heightensrisk in transactions.

New research is needed for both
producer and consumer sides. We need to
study how individuas Stuate themsdves dong
the dimension from identity to profit-oriented
producer. |spossession of upper-middie class
cultural capitd anecessary (it clearly isnot a
aufficient) condition for a creative worker to
become an identity producer? Careful
ethnographic study of a sample of careers
should help to suggest causes of artistic aswell
as commercia success where purely statistical
analyses have had limited success (cf.
Cakszentmihdyi, Getzels, & Kahn 1984).

Smilarly we need more fine-grained
study of the consumer risk involved in buying
commodities where the culturd vaue may be
great but the popular theory defining
commercid vaueisnot avalable. What arethe
actual processes whereby consumers spend
many thousands of dollars for objects of whose
vaue they are essentidly ignorant? How do the
socid mechanisms used to authenticate value
change in different contexts? Again, careful
ethnographic studies of  transactions should be
useful in advancing our understanding of this
mysterious yet relaively common act.
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1 Censusfigures show that New York’s
share of the nation’s visud artists declined from
13%in 1970 to 7% in 1990. The combined
share of the three largest markets, New Y ork,
Los Angdles and Chicago, declined from 25%
in 1970 to 16% in 1990. (Source: NEA
1994).

2. This paper is not concerned with the
history of this strange notion. Interested
reeders will find a good introduction to the
question of how high art became divorced from
ordinary market concernsin Woodmansee
1994; Becker (1982) gives asemind view of
high art as socidly condtituted; Bourdieu (1984)
provides the classic satement of high art asthe
exclusonary cultura capitd of the dite; and
Bright and Bakewell (1995) offer a collection of
current ethnographic essays on high and low
art. See also Rheims 1980 for adelightful book
of anecdotes about his life as an auctioneer
dedling in heirlooms from the Paris dite; and
Savage 1969 for amore andytica view of the
same market in England.

3. The pardld is not exact because
academic articles are necessary for tenured job
security, while the typica artist worksin an
informa economy with no ingtitutiona rewards
for exhibits of artwork

4, Guilbaut’s (1983) wonderfully titled
“How New Y ork stole the idea of modern art”
gives an andysis of the palitica implications and
roles of the newly ascendant art world.

5. The popularity of high art was not
unprecedented, and reminded some art world

participants of the boom and bust of the 17th
century Dutch markets, when paintings as well
as tulip bulbs were sold by lottery and auction
(cf. De Marchi 1995; Montias 1987).
Likewise Zukin's clams of unprecedented
recent status for artists are extravagant, as many
atigts enjoyed middle class gatusin many
places and periods of higtory (e.g. Campbdll
1976, Macleod 1996). Rivers and Zukin
notwithstanding, art sudents il joke that no
oné's father ever sat them down and said,

"Y our mother and | would be most happy to
See you consider a career as asculptor”.

6. The Master of Fine Arts (MFA) degree
isthe termina professona degree for artists.
Thisdatais from Table 3-42 of the 1989
Sourcebook of Arts Statistics and Tables 3-2
and 3-4 of the 1992 Addendum to the 1989
Sourcebook, both published by the National
Endowment for the Arts.

7. The estimate is based on averaging two
years of data broken down by sub-field givenin
the NEA publication.

8. For comparison, in 1988-89, there
were 30,293 Bachelor's degreesin English
awarded; that same year 37,781 Bachelor's
degrees were awarded in the visua and
performing arts, of which 16,172 werein fine
arts. 1n 1988-89 4,807 Master's and Doctor's
degrees were awarded in English and 8,989
Magter's and Doctor's degrees in visua and
performing arts, of which 2,924 werein fine
arts.

0. Until it was closed in 1994, avictim of
the declining profits of the company.

10.  Whiletechnicdly dassfied by art
historians as a Postimpressonist, van Gogh's
art isauctioned under the generd Impressonist
rubric. The precise atribution is not relevant to
thisandyss "The name'Impressonist’ wasin
the grest tradition of rebel names. Thrown at
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them initidly asagibeto...insult them, it was
adopted by the group in defiance...and made
into awinning pennant” (White and White
1965:111). The changesin the market for art in
the late nineteenth century that foreshadowed
Impressionism are discussed in Green, 1987;
comparable changesin England are discussed in
Macleod, 1987.

11.  According to the biography of the
deder Danid- Henri Kahnweller, by Assouline
(1988).

12.  Thislesson did not gpply to classica or
"old-magter” art, where the opinions of
established experts are crucidl.

13.  SeeAdler 1985 and Rosen 1981 for an
economic analyss of markets where
inggnificant differencesin talent can bring huge
differencesin economic rewards because of the
effects of shared consumption.

14.  Seeaso Schneider and Pommerehne
1983.

15.  Thisisaproblem inthe dite New York
market as well, but the closer one gets to blue-
chip work with an extensive public record of
auction sales, the more the information is
available to buyers. Bourdieu (1984) and his
followers believe that the limitation of the human
capital necessary to gppreciate fine art is part of
the hegemonic processes dites use to limit
accessto their high satus. Empirica studies
like Hale (1993) do not support this smplistic
generdization, Snce mogt ite persons are as
ignorant about and disinterested infine art as
the masses.
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Tablel: TYPESOF MARKETS

Producers (sdllers) Main Return from

Production
Consumers Rules of Monetary godls; |dentity/ Psychic goals,
Commodity Value Market Supply Social Supply
Clear, Uncontested Rules, Developed Market, Rich Professions, (Academics)
Adeguate Information; Physical | Infrastructure, Manufactured Investment Art
Attributes Dominant Commodities (Automobiles)
Confused, Contested Rules, Underdeveloped Market, Poor | Local Art Markets
| nadequate |nformetion; Infrastructure, Agrarian Societies
Socid Attributes Dominant (Used Cars, Perishables)
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Abstract
A Most Ingenious Paradox: The Market for Contemporary Fine Art
STUART PLATTNER
The economic behavior of artists, dedlers and collectorsin theloca (not the high-end, elite New Y ork
hegemonic center) market for contemporary fine art is discussed. Seemingly bizarre behavior like artists
giving dedlers a share of asde of an art object they have never handled to a buyer they have never seen

is andyzed with reference to identity, economic rationality and consumer risk.



