A Sergio Bettini, al suo alto magistero patavino
Public demand for contemporary (visual) art between production and use

by ANNA PELLANDA –University of Padova


1.Introduction

   As the quantitative economists
 have become less smug and less prejudiced, the art economy, which has experienced escalating popularity since the 1970s, has been fully integrated into general economics and a new discipline known as the economics of knowledge. This is no accident because the economics of art hinges on a vitally important issue – that of the difference between the production and use of art. Economists have ingenuously sought to apply their own systems of classification to the notion of production. The concept of use was most likely first addressed by financial scientists who deemed that since art is a form of knowledge, and therefore a merit good, its acquisition with public funds was perfectly justified. Contemporary visual art will be the exclusive object of our study because it possesses visible signs of rupture with art generally that have been ignored by the economic approach. In particular, we shall examine the public demand for, or exhibition of, contemporary art and attempt to answer the following question: “What are the criteria used to determine the value of contemporary art with a scope to allocating public funds?” It should be remembered that while public museums acquire works of art that have been produced, their mission is to ensure that the works can be used by the viewer-taxpayer.

This involves addressing the old problem of applying a price to value because the value needs to be “converted” into a price that public museums pay to acquire the works of contemporary artists. We will see that the classical concept of “labour value” does not hold for art production, principally because a price cannot be applied to the artist’s labour. The marginalist version of “value in use” also has limited relevance to the demand for art as it applies exclusively to private demand. Whence the choice of concepts such as public utility and merit goods. However, even these concepts do not fully address the problem because merit goods, unlike works of art, are not purchased at a market price.  That said, if we take the notion of art as a merit good a step further we can extrapolate an institutional definition of art as a “material sign of civility” that reflects the “spirit of the times” in which it was created. In this sense, art, contemporary art included, becomes a form of knowledge the public institutions have a duty to support in the present and preserve for future generations. This is only possible by moving from art production to art use because during production art is a perfectly free, unique, act of creation; it does not become a form of culture and documentary testimony until it is exhibited and/or taught in museums and schools, where it is used. As a produced item, art cannot be quantified accurately. However, if we consider art a form of knowledge, it can be measured using recently developed instruments. In this case, art is studied as a service used to increment the wellbeing of the population and its contribution can be quantified using macro-economic multipliers. The effect of the individual user’s level of artistic knowledge can be calculated using new indicators, which will be briefly outlined below. 

   That said, the productivity of art used does not compare even slightly with the productivity of art created. In fact, there has been no factor defined to explain the higher market price paid by public museums, using public funds, to acquire the works of contemporary art they exhibit. We maintain that the price is established by the offer of “powerful” ogopolistic galleries and auction houses, which influence the prices without the instruments that economic analyses, based on market averages, use to try and level out the creativity and disruptiveness of contemporary art. On the demand side, if the demand is private, the price is often accepted through the buyer’s inexperience or asymmetric information. If the demand is public, the price is accepted by the museum directors, who act at their own discretion. This study maintains that only the opinion of museum visitors can validate or invalidate public acquisitions of contemporary art. To this end, a limited statistical survey was performed – not to assess the possibility of supporting through personal contributions works belonging to our historical and artistic heritage (which have already been filtered by civil and cultural consensus) but rather to justify the attribution of public funding for contemporary works of art in support of their role as a disruptive testimony to the times. 

2. “Traditional” and “marginalist” explanations of the value of works of art

   Political economists are well aware that the issue of value and its conversion into a price has been resolved by classical economists with the concept of the cost of production incurred by the producer. On the other hand, marginalist economists studied value from the point of view of demand, ascribing value to the consumer’s perception of utility. Marshall compounded these two schools of thought thus: “The 'cost of production principle' and the 'final utility' principle are undoubtedly component parts of the one all-ruling law of supply and demand; each may be compared to one blade of a pair of scissors.”
  Marshall’s neo-classical system outlined in the eight editions of the Principles of Economics, which provides an explanation for the value “formed” after production and marginal utility have been calculated (Boehm-Bawerk’s “preisbuildung” or Demaria’s “cause prime”) and “fixed” as a market price (“preisbestimmung or “cause seconde”), is still current today. 

   Around the same period in the United States institutionalist doctrine formed alongside the dominant positive neo-classical theory. The lesser-known theory bore notable similarities to those of the German historical school, and in particular the second generation. This decidedly anti-neoclassical current of thought was anchored in the Wisconsin School under J.R. Commons, who supported the exceptional influence of legal, ethical and social variables on economic operations. The European schools also denounced the abstractness of neoclassical theory, but what was probably the most original attack on neo-classical theory came from within: Keynes, a pupil of Marshall, headed strong critical opposition in the name of psychological and subjective variables that needed to be introduced on a theoretical level and the importance of the State’s intervention that needed to be solicited on an operational level. Following these devastating attacks on the neoclassical citadel, it was no longer possible to consider only neoclassical theory without considering the importance of innovative contributions made by the institutional-Keynesian faction. These evolutions in the doctrine naturally had a major impact on the analysis of value. Although in theory the market price (competitive) was still derived from productivist and utilitarian factors, analyses registered a third factor that influences price. This third component – of an institutional origin – holds that value is influenced by the historical and social context. Studing the determinants of value is particularly interesting with respect to artistic goods because it is extremely difficult to determine a market price for these. Within the confines of the visual arts (to which this essay is limited) we have studied how the three components of value referred to above are converted into price. In order, in the case of artistic goods, the classical assessment of the cost of production can be defined as semi-intrinsic, that is, if the cost of production is deemed to be all the costs incurred (a) to acquire “variable” raw materials (paint, canvas, material to sculpt) and “fixed” materials (study, trellis, sculpting tools, paintbrushes) and (b) to perform the work (labour time) then only the labour time is an intrinsic cost for the artist as the materials are not part of him, which makes them extrinsic. However, the artist’s labour time cannot be included in the calculations. On the other hand, when the good is launched onto the market, the transaction cost incurred if the offer does not directly meet with demand for the artistic good (which almost never happens) is therefore “mediated” by galleries, auction houses, or sometimes even the courts
. The transaction cost is almost always obtained by agreement between the “powerful” galleries that use asymmetric information to convert it into an olygopolistic price, which is definitely extrinsic. This will be discussed further below. 

   If, instead, we consider the value from the point of view of demand, we find that rational consumers are generally guided by utility. The qualifying term “rational” is significant: the marginalist economists thought of the consumer as being situated at the intersection between a host of needs and scarce goods (Jevons) and choosing according to their income (Fisher) rather than advertising (as predicted by Chamberlin) or due to social rivalry (as expounded by Duesenberry). The theory of value in use ably explains the demand for cultural goods, not in terms of the need to consume but rather in terms of a need for beauty and the gratification obtained from the artistic good purchased. Beauty and utility do not pertain to artistic goods but rather to the relationship between need and artistic goods. It is therefore extrinsic to the work of art, deriving rather from the importance accorded to the work by the consumer. Typically, once private buyers satisfy their primary and secondary needs, they allocate a portion of their income to acquiring works of art, which fulfils both their desire for beauty and requirement to invest
.

  From here, it is just a short step to becoming a collector, as long as the investor’s income permits, using Giffen’s paradox with a good pinch of realism. The words of a famous private gallery owner illustrate what might be termed a subjective (not egotistical) acquisition process because true collectors do not shut themselves up in an ivory tower with their acquisitions but rather display them for others to use and share them with visitors who enter their galley. François Pinault’s opinion on the matter is edifying: “Through living with works of art I have come to question myself more often, I am less rigid in my convictions and less inclined to be conformist. It has encouraged me to question my beliefs and become more aware of the way the world is changing … I find this aspect of art fascinating. I benefit from it each day and would like to share it with anyone who wants. My desire to possess art, which formed when I first came into contact with it, subsequently transformed into a deep-seated need to share it with others”
.

   In reference to private buyers and collectors with private funds to invest as they see fit, the theory of value in use holds. However, is the theory of value in use still applicable when the buyer is a public museum using local, regional or state funds? It is generally agreed that utility refers to individuals rather than public entities, for whom the concept of public utility applies to justify the allocation of state or public funds to merit goods. The question of public funding for the arts, both visual and performance, is possibly the first time that has been studied from the point of view of economic, or more specifically financial, science. The merit goods concept is widely used to justify the validity and necessity of funding of the arts by the state and/or public entities. This said, although the concept is extremely valid, it should be clarified because merit goods do not carry a market price, unlike art, especially when contemporary. 

   Within the Italian public museum system, contemporary art works exist in a curious duality. On the one hand, the supply price is set by galleries and auction houses. On the other hand, public acquisitions are governed by bureaucratic procedures. When public museums acquire works of art, they are almost always selected by technical committees comprising the museum director and several qualified art historians. Although not a museum, this happened at the University of Padova. It was decided in 1995 that the university should commemorate the 50th anniversary of the Liberation with a monument to be housed in the university’s modern atrium. A commission comprising the chancellor, deans of the faculties of famous members of the Resistence being honoured (Marchesi, Meneghetti, Franceschi) and an art historian was established to select a work. The Greek sculptor Kounellis, who adopted Italy as his home, was chosen. The state received the bill for his production costs and accommodation costs for the sculptor and his assistants while they resided in Padova.

   There is absolutely nothing legally wrong with the method used in the above case. In fact, the government (usually represented by the directors of public museums) has such wide discretion that it is not bound by any kind of regulations, in either a positive (powers) or negative (obligations) sense. Therefore, it is free to accept the price set by galleries and auction houses according to oligopolistic agreements made with the foresaid galleries and auction houses, and according to the transaction costs they incur. However, from an economic point of view, this procedure is somewhat less clear. To state it simply: why was Kounellis chosen over everyone else? What value did the committee see in the work of Kounellis that it was prepared to pay for?

3.
The concept of value as material proof of civility (or institutional value)

  With respect to value, we have seen that the semi-intrinsic theory of the cost of production, the extrinsic theory of value in use and the concept of public utility of merit goods, do not provide an exhaustive description of the value of art acquired or funded with public money. However, if these, in countries with a mixed economy, are allocated, they must be based on another source of value not previously specified. As mentioned in the previous paragraph, the American Institutionalists, and the earlier German historical school were convinced (although they did not codify it in a specific theory of value) of the existence of a real value that corresponded to how much a given society, at a given time, considered to be valid and representative. Although the approach is decidedly historical, it can be taken as analytical because every age has a set of social values, which are transient but ineluctably recurring. This outlines the third source of value – after the cost of production theory of value of the Classical economists and the theory of value in use of the Marginalists – which, in the case of artistic goods, can be considered intrinsic. This would appear to reside in the value as “material testimony of civility” according to Cecchi’s interesting definition
.

   Taking Cecchi’s example, we can conclude that works of art should be seen as “historical testimony rather than as an aesthetic experience” (idem, p. 57). In reading the three-volume text by the Commission presided by honourable Franceschini in 1967
 we are prompted to cast aside the “traditional principle of public guardianship intended to merely preserve cultural assets” in favour of the “authentic value of historical testimony and authentic function of broadening human knowledge”, whence the reason why “the means and the ends to the administrative act of guardianship” need to be modelled (Relazione Franceschini, pp. 152-3). This concept, which revisits and develops article 9 of the Italian Constitution, is fundamental. It is based on the primary, essential definition of cultural assets as “concrete testimony of the value of civility”, covering the three classical categories of archaeological assets, artistic and historical assets and environmental assets. Archives and libraries and a whole host of other assets “for whom there was very little or episodic tutelage as this was mostly attributed to artistic items” (Relazione Franceschini, pp. 160, 178-9) should also be added, with the following being specifically listed: ethnography, numismatics, furnishings, applied arts, musical history, scientific history, technical history, philately, photography, scenography, records and “substantial novelties” largely referred to as “…products of contemporary art” (Relazione Franceschini, p. 160). This was maybe the first time that contemporary art has been specifically included as a cultural asset and it is particularly significant that the Commission recommends that “with all due respect for artistic license, the responsibility for promoting and documenting art, also with an aim to conservation, be attributed to the state, with the recommendation that existing Institutes for figurative and applied arts be revamped” (idem). Therefore, contemporary art, like other cultural assets, needs to have increase in value (“valorizzazione”) as much as tutelage (“tutela”).  Cecchi explains that increase in value “is considered a natural complement to tutelage, and has the sole objective of improving use of the assets. Use is said to be subordinate to tutelage and is essentially intended to increase knowledge”
 .
   This approach plainly seeks to justify public support of the use of art and contemporary art, which, not only as a merit good capable of contributing to the spiritual and social well-being of a community
 , but also as “concrete testimony to the value of civility” (Relazione Franceschini, p. 158), must be preserved and protected. Thus, art is “available to each citizen, as an aspect of his or her civic education and as a human duty, constituting an obligatory part of their conduct, which is an essential condition for the laws governing tutelage and related public activities generally so that they can effectively achieve their objectives” (Relazione Franceschini, p. 164). This new definition of cultural assets highlights the link between art and the “spirit of the times” and emphasises the third definition of value as an expression of the “zeitgeist” of each age. This cannot be ascribed to the cost of production value or the value in use, but is instead a value that is added to the other two, which is of a historical and civic, rather than economic, nature. This  third  component    of     value, 
which private buyers may also consider a determining factor in their choice, is a prime motivator for public museums devoted to using art and provides justification for new acquisitions to update the collection in line with art production. However, private buyers, in addition to satisfying their personal aesthetic desires, also want to possess works of art that testify to the times, a fact proven by legal restrictions regarding the works that come into the buyer’s possession. For example, if an Italian citizen buys a contemporary work over 50 years old “of significant interest” as determined by experts and superintendencies, they are forbidden from taking that work outside the country (even within Europe, despite the Maastricht Treaty stipulating that goods be allowed to circulate freely within the Union), the State has a right of pre-emption and expropriation (which some jurists deem to conflict with the right to private property detailed in the Constitution in 1948)
.

   Given the influence of the time limit on the value of contemporary visual art and given the restrictions imposed on their sale we might well reflect on the temporal significance and market dynamics associated with contemporary art. 

4. The spirit of the times of the “avant-guardists” and the market

   Seeking the connection between old and modern art and their respective historical and institutional contexts is redundant, where Italy is concerned, because it pertains to the concept of the national cultural heritage, which is protected by the Constitution and has been explored extensively in Art History. On the other hand, there has been less research into how contemporary art fits within the period – from the late 1800s and throughout the 1900s – in which it was born (and according to some, “ended”)
. Let us go beyond the geographical and temporal frame provided above and look at Art Nouveau, which had its heyday from 1896 to 1914. Art Nouveau rose as a reaction to the imitative, academic art of the preceding period, in line with the “conflict with the fathers, rupture and removal from the past, opposition to the liberal ruling class – this happened throughout Europe –”
. Art Deco, which was prevalently French, echoed industrial activity. Futurism, which was born in Italy with the Manifesto published in 1909 in Paris, even anticipated certain aspects of the Fascist programme, exalting elitism and superhumans, the speed of machines, vitalism and the war itself as a phase in the renovation process. Pacifist Dadaism was almost diametrically opposed to Italian Futurismo, or at least as intended by Tristan Tzara who, in opening the Cabaret Voltaire in Zurich in 1916, lent a voice to the anxieties of the exiles (Lenin included) and the “refugees and pacifists who were victims of the First World War”
. Marcel Duchamp was possibly the last of the Dadaists, taking the notion of freedom to the extreme – beyond existing frames – and becoming the first to use ready-made objects in his art, such as the urinary that he sent in 1917 to the New York Society of Independent Artists, which was immediately returned to its sender. Nevertheless, the results of the new industrial, post-artisanal, mass production methods had arrived on the artistic scene. The most recent works of many contemporary artists consist predominantly in objects they have assembled, such as Damien Hirst’s medicine cabinet (The Fragile Truth), Paul McCarthy’s Mechanical Pig and David Hammons’ stuffed cats (High Level of Cats). Even simple motorbikes, vacuum cleaners and light bulbs hanging from electric wires have been used, which appear in their mass-produced form in the works of contemporary artists who at most hang them from the ceiling or suspend them from the walls of the galleries and museums hosting them
. 
   However, the 20th century is redolent with contrasting movements. In the 1900s, in the wake of an onslaught of psychoanalysis, first with Freud and then Jung, there was a tendency to want to escape from everyday life and take refuge in dreams, notions that were at the very antipodes of materialism. Cubism supposedly revered geometrical forms but in reality, it subverted them according to suggestions of the artist’s mind as the artist quested for the “fourth dimension”, as Apollinaire called it. Then came what was an almost obligatory shift from Cubism to Abstract Art, which reigned in the 1920s with Mondrian, although some artists (Picasso, for example) never made the move. Der Blaue Reiter (The Blue Rider), the group composed of esoterists and symbolists that formed around Kandinsky in 1911, also had a penchant for things spiritual. There were De Chirico’s metaphysical city squares of the same period and in 1924 came Surrealism, in which Max Ernst, Magritte, Dalì and others sought to escape from reality by seeking refuge in the imaginery. But reality fought back and in 1937 Picasso introduced a touch of tragedy. Guernica, which was bombed by the German airforce, was one of the leading symbols of the errors of the war, which returned all too soon after that, causing artists to colour their works with its violence and destructive force. 

   Was it the rawness of the war, and the political and economic strife that ensued, that broke the tie between visual art and spirituality – which hauled it out of the metaphysical and back into the physical? Post-WWII, contemporary art was represented by the raw human figure of Bacon, in Freud’s harshly realistic nudes, in the violence of Fontana’s cuts, in the poverty of Burri’s sacks, in the “proletarian” bodies of Guttuso. In other cases, it sought solace in the geometric lines of Capogrossi’s works, in the light in Rotko’s works or in the desolate incommunicability of Hopper’s figures. The post-war period was a dramatic time and that is how it was perceived and portrayed by its artists. Some artists “fled” to the United States, held to be a haven of liberty and opulence, but they were unaware of its other facets, although Ben Shahn had already denounced them  in 1932 in his painful, dignified portrait of Sacco and Vanzetti, and in his depiction of rickets-ridden, poverty-stricken children in 1945-46. 

  In any case, the art that really mattered in the second half of the 20th century was American – as was just about everything else. Europe seemed to have abdicated and was basking in remembered glory in almost every field. With all due respect to the European movements of the 60s and French New Realism – made famous by Swiss artist Tinguely – it was the Pop Art of Warhol and Lichtenstein (to which Rauschenberg may or may not have been a forerunner) that ruled the art world. Pop Art exalted everyday mass consumer objects, starting with popular drinks and soups, and the obsesssive repetitiveness of a portrait or simple language of comic books. It was intended as a democratic expression of simplicity but as Warhol himself said, Pop Art was to an extent superfluous. “An artist is somebody who produces things that people don’t need but that he – for some reason – thinks it would be a good idea to give them. […] So on the one hand I really believe in empty spaces, but on the other hand, because I’m still making some art, I’m still making junk for people to put in their spaces that I believe should be empty: i.e., I’m helping people waste their space when what I really want to do is help them empty their space.”

   This disconcerting statement confirms the need to assess how we can convert the value of contemporary art works into a price. If we review the three factors of value outlined above, in order, we now need to assess the relationship between the market price and cost of production value supported by contemporary artists. If the artist avoids expensive materials like those used by Vangi for his sculptures and does not use tonnes of stainless steel like Kuns for his Hanging Heart (1994-2006), then the production costs should be relatively low. That said, the real difficulty with applying this notion of value lies in the fact that it is impossible to calculate the cost of the artist’s labour, because this it is extremely difficult, or even impossible, to quantify.  So, we can conclude that the cost of production value may be useful but of limited application here. Another objective deciding factor needs to be found to determine the price. Of the other two components, the value in use is undoubtedly an extremely valid factor in determining the price, but only in the case of private buyers, who are usually influenced, but nevertheless retain the right and freedom to spend how and where they desire, according to their “sense of beauty”, with an income elasticity >1.  Lastly, if we consider the concept of the public use of art as a merit good we will necessarily come up against the market price paid for that art. This is where the last factor discussed – institutional value – comes into play, also being valid for contemporary art. Contemporary art is the object of public demand (museums), in order to document it, but private buyers are also interested in purchasing works of  contemporary art in order to keep their collection up to date. But how is this quantified? On the real market for contemporary art, demand and supply are both governed by arbitrary or speculative factors. As we have already seen, public demand is self-referencing and is bound by bureaucratic procedures. Inexpert or uncultured private buyers are influenced by asymmetric information about the works on offer. On this point, it should be noted that private galleries play a major role in the market for contemporary art, in launching artists
 and in setting a price for their works. The role that Leo Castelli’s New York gallery played in Rauschenberg’s resounding entry onto the art scene, confirmed with awards at the 1964 Venice Biennale, is a prime example of the impact of commercial distribution channels, with all the inherent transaction costs and systems of organisation, on the value of contemporary art works as a testimony to civility. The prices that Pop Art in particular and contemporary art in general can ask testify to the irresistible power of the market
. It is extremely hard to resist the market, which, despite the best intentions of the academic economists to achieve perfect competition, is in reality often an oligopoly that succeeds in imposing it valuations on the commercial distribution channels, which have an interest in following the strongest players (shown in 1951 by Hall and Hitch), and private buyers, who are generally poorly informed ( denounced by Simon from 1955) and accept the supply price. This is currently the case for the contemporary art market, which bows to large, predominantly American but also Swiss (well-established) and English (rising), galleries and art merchants. What would Damien Hirst be without the Saatchis, or Maurizio Cattelan without Larry Gagosian, Jeff Koons without François Pinault and their English, American, Roman (soon to be) and Venetian (longstanding) galleries. In Venice, for example, we can cite Peggy Guggenheim’s well-known gallery on the Canal Grande, the recently opened Palazzo Grassi and soon to be opened La Dogana owned by François Pinault. It is no coincidence that the contemporary art movements most followed today, from Minimal Art, to Land Art and Concept Art, are all American. Once again, the Italian artists have had to create a place for themselves through their own sweat and tears with Arte Povera (represented by Pistoletto, Kounellis, Mario Merz) and the Transavanguardia movement, but they are needing increasing recognition and affirmation from New York galleries, and gallery owners that have adopted New York as their home, such as Leo Castelli and Gian Enzo Sperone. Sacco confirms, “… Italian artists struggle to situate themselves effectively. Naturally, this does preclude young Italian artists from gaining international recognition. However, such artists have always been legitimised and found their place outside the Italian system.”
 

  But is the market capable, as battle-hardened as it may be, of absorbing all of the spirit of our times? Should the entire value of contemporary civility be attributed to the market? Undeniably, a large portion of the spirit of the times is commercial and the market is often oligopolistic. Furthermore, how can a state of perfect or imperfect competition be established within the market for contemporary art when the goods being exchanged are so unhomogeneous? A state of monopolistic competition could possibly be established but would the small galleries survive? The contemporary art market is necessarily oligopolistic. The large galleries dictate the success or demise of contemporary artists and impose them on the auction houses, which are themselves being bought up, as happened to Christie’s, now the property of François Pinault. And where large amounts of money are turned over, speculation creeps in. Certain contemporary artists can command astronomical prices but they can also crash just as readily. For example, Cattelan’s La nona ora (The Ninth Hour) sold for three million dollars at a Phillips De Pury auction in New York in November 2004
 but the work was expulsed from English journal the Art Review Power 100 listing, despite Cattelan’s holding fourth place in 2005.

   If this is how things stand, it might be that the market for art aggravates the commercial aspect of contemporary civilisation. However, we will not adventure down that path here, as it concerns other sectors. From an economic point of view, the question needs to be raised as to whether the institutional value of contemporary art must necessarily be founded on the expectations, agreements, insider trading, agiotage and rigging by private operators. While this may suit private buyers bamboozled by art fairs, advertising and fashion, should it also apply to public demand? If public museums of contemporary art have a responsibility to ensure that their collections testify to the spirit of the times and pass down that spirit to future generations without altering it in any sense, that is, without its validity decreasing and with “sustainable development”
, should they base their acquisitions on the art merchants’ “chosen ones” and “speculative” prices?  The spirit of our times may favour commercial practices whereby the notion of beauty is almost exclusively based on exorbitant transaction costs, thereby manipulating the value in use and distorting the institutional value, but can we be certain that there are no alternatives to measuring the value of art? To this end, the following paragraph outlines a further function that art, considered a form of knowledge, fulfils. 

5. Art as a form of knowledge: productivity.

   As we know, many public museums in Europe and numerous private museums in America rely heavily on donations and sponsors. Donors can claim tax rebates for their support
. Sponsorships are positive for the sponsor’s image and offer veritable economic returns. This demonstrates the difficulty that public entities have in obtaining funding for artistic assets.  In Italy, this is currently achieved through a kind of on-going “partnership” with companies, private banks and public institutions
.  However, while the financial burden of running the museum can be divided between public and private bodies, it does not solve the core issue of our study, that is, how new works are selected and the price determined for new acquisitions by contemporary art museums. What and how do contemporary art museums make their choice? Which works are considered to have historical importance and civic value, and how much does this cost?

   For old and modern works of art, this task is made considerably easier because the sense of validity has developed over time but for contemporary works it is less clear-cut and more problematic. A temporal notion comes into play here: in the Introduction to the Relazione Franceschini [which provides 40 years as being the limit for “consulting documents written by governmental bodies without exception (Dich. LI), while the limit for private documents remains at 70 years (Dich. LII)”] it is written that: “the limit has been maintained at 50 years for new works, with the possible exception of works to be conserved because they have particular significance because of their intrinsic or representative value” (idem, p. 155). Titolo III, Dich. XXXII specifically states: “Conservation is generally not applicable for contemporary art works until at least 50 years from their creation. However, if they are of particular importance due to their intrinsic or representative value, works of decorative and applied art may be considered worthy of tutelage prior to this date. Furthermore, contemporary art collections that are particularly representative may also be deemed worthy of tutelage” (p. 179). Once again, we need to distinguish between use, to which the Relazione Franceschini refers, that is, making art works available in museums, and the value of production that determines the acquisition price. Tutelage is defined as an activity that “largely aims at preventing the asset from deteriorating physically and therefore also culturally” (sentence from the Corte Costituzionale n. 9/2004, n. 9 considered in law). Therefore, the criterium suggested by the Relazione can be used for the use of contemporary art works in museums. However, this could possibly be extended to the quantification (even partial) of the production value of contemporary art works, with the qualification that public museums cannot invest in works of contemporary art until 50 years after their creation. The temporal restriction is undoubtedly useful here because enthusiasm or distaste for a contemporary work is likely to be redimensioned naturally and become more objective over the course of time. 

  The Relazione also seems to refer to another aspect of the issue, because, in saying that the terms of tutelage are not imperative, it explicitly refers to the “genuine function of contributing to broadening human knowledge” by “exercising a wide faculty of study (Dich. XVII); the prevision of types of acquisition of assets for documentary purposes, especially for new works using any form of expression (Dich. LVI, LXVII)” (idem, p. 153). This point of view is in line the definition outlined here of the institutional value of contemporary art. Furthermore, considering contemporary art as an asset that increases our understanding of the times lends greater meaning to the institutional value, conferring a static document with the dynamic energy of knowledge. Thus, art is adopted as a form of knowledge and culture – culture that can typically be related to the national heritage, like old and modern art in Italy, or situated in the specific international or “global” (to employ a catch word) context, that is, of contemporary art. Contemporary art effectively has no borders, given that all of humanity suffers for the same reasons and dreams of the same things, because everyone experiences the same effect from the same events. Freed from spatial boundaries, art, combined with knowledge, is available to everyone, that is, it is no longer relegated to an elitist, nationalistic sphere of aesthetic use
. We therefore need to see if defining art as a source of knowledge helps to establish a criterion for determining a price that disproves or modifies the market price set by the large oligopolistic galleries. If knowledge could in fact be quantified, we could establish a productivity level, cost of production and market price according to objective, non-speculative criteria.

   The concept of art as knowledge is well-explained by Spranzi
, who writes: “Artistic creation consists in the formulation of a message full of cognitive substance, whose subject is issues regarding man and society, and in which, on a more general level, the artist expresses their own view of the world. […] Contrary to other forms of knowledge – philosophy, science, history ​– artistic knowledge has a preference for given types of problem and bears the following characteristics: allusive language … narrative dimension … fantastic scenes … cryptic nature … aesthetic pleasure … difference from “copy art” (pp.69-70). Further on, he writes, “Art draws people into a cognitive experience that has both the inflexible dettachment of pure and simple rationality and the intuitive power of misticism.” (p. 122). And if art by nature “consists in an unusual, very precious form of knowledge … promoting the consumption of art, promoting its diffusion, represents a concrete way of spreading knowledge. This is how art is useful to society” (p. 201). 

    It is well known in the field that recent economic theories on growth emphasise the role of knowledge as a factor of production that is not governed by the law of decreasing returns. Here, knowledge stands for new ideas
 and training
.  Training, in effect, constantly retrains human capital, or schooled labour, so that it is constantly developing. Since Smith it has been accepted that the “nation’s wealth” resides in technical progress, which in turn depends on the division of labour. However, Smith’s productive labour was material. These days, productive labour par excellence is qualified by training and knowledge. Or, better, we could say that through the accumulation of knowledge greater returns can be achieved from labour, given that the accumulation of knowledge is more productive than the accumulation of capital. In a certain sense, human capital has overtaken physical capital. In a normal function of production, the symbol for labour is no longer simply L but HL, where H stands for knowledge, which forms and qualifies on an on-going basis simple Labour (L), or “natural” Labour as defined by Lucas, improving its productivity. The complete formula [Y= Kª (uHL)¹−ª] is a Cobb-Douglas function with constant returns (PT=bKªL¹−ª) that has been enriched with the addition of knowledge (H) and time (u) taken to produce the final product. If we define a hypothetical “stationary state”, the time dedicated to increasing knowledge (ΔH) must necessarily be (1-u), in the formula ΔH=gH(1-u)
. In this case, growth is endogenous because it is essentially created by human capital, which, excluding the stationary state, can always be increased because knowledge can always be increased as it is not governed by the law of decreasing returns. 

   If art is knowledge, and if knowledge stimulates the growth of economic systems, we can, in light of this new approach, reconsider the microeconomic definition of the cost of production theory of value for works of art and review the isoquant function of artistic production. This, if the painter or sculptor use both physical capital and human capital (as discussed above), provides a perfect description of their work. Proceeding with an economic approach to art, recent theories on growth have demonstrated that the more knowledge is accumulated, the greater its productivity. In artistic terms, this means that the more the artist draws or paints or sculpts, the more and the better they produce. In this case, it stands that works produced later in the artist’s life will be worth more than those produced in their early years
. However, artists’ careers are not as linear as economic theory would have. For example, the King of Cats, which Balthus painted in 1935, is not necessarily inferior to his Cat With Mirror III (1989-1994). Changes in style in different periods also disprove economic logic. For example, who would dream of claiming that in moving from his blue period to his pink period, Picasso’s produced increasingly valuable works? Is his Boy With A Pipe, painted in 1906, really any better than Woman With Crossed Arms, which dates from 1901-1902? Even if we went by the market value set by the large auction houses (much discussed here
), we would discover that Boy With A Pipe sold at Sotheby’s in May 2004 for USD 104 million, while Christies sold Woman With Crossed Arms in November 2006 for USD 125 million (“La Repubblica”, 21.11.2006). As a fundamental form of knowledge and source of betterment, art has qualitative characteristics that do not concord with the quantitative standards of economic theory. An isoquant function, even when deduced by some of the most recent growth theories and based on the equalisation of art with knowledge, does not help to establish a price for artistic works that reflects their productive capacity, in other words, a price that reflects the marginal productivity of artistic products.

6. Using art as a form of knowledge: recent macro and micro-economic theories
   The benefits of considering art as a form of knowledge may not affect production of the artists,  but they definitely impact on how the consumer uses the work. Therefore, we need to evaluate the applicability of Lucas’ function on growth for the entire economic system where art, put on an equal footing with and used as a form of knowledge, tends to increment the GNP and improve the population’s level of education. Thus, the focus is once again diverted from the work’s creation to the use made of artistic goods. Creation is substantiated by originality and singularity, while utilization is strictly related to the use of works of art in museums, theatres, schools, art-house cinemas, etc. The role played by schools and the education they provide, and synergies with the museums, has already been discussed
; the importance of collaboration between schools and museums was emphasised by the Corte dei Conti in an assessment on 41 museums run by local bodies and selected for the 2001-2002 biennial, for which 95% the “ancillary” educational service for schools is managed by the museum itself
.

  The OECD is studying the relationship between artistic goods and macroeconomic values, whence their “Workshop on the International Measurement of Culture” held in Paris (La Muette) on 4-5 December 2006. We have used the prepatory Project written by John Gordon and Helen Beilby-Orrin from the OECD’s Statistics Directorate dated 23 August 200632b, aiming at "measuring the economic and social importance of culture....and...explore and the link between culture and well-being" (Project, p.1). The National Accounting System has been used as a comparative tool to calculate the influence of the cultural sector on GDP for a number of countries with the knowledge that "while this aspect of the quantitative measure of culture is an essential part of the project the importance of culture goes well beyond its GDP contribution" (Project, p.2). Culture can be divided into eight interrelated sections (social, artistic, technological, scientific, political, religious, educational, economic). Of these, the artistic section is of particular interest. The richness of its content and temporal dimension (past, present, future) makes it extremely difficult to quantify culture from a statistical point of view. In June 1986, the UNESCO’s Economic Commission for Europe on Cultural Statistics attempted to do just this with its “Framework for Cultural Statistics” (FCS) summarised in a table that listed 10 sections (from visual and performance arts to film, television, sport and environment) and five functions (Project, p. 5). However, the Internet made its debut shortly after that, with signficant consequences for the cultural sector.

   In 1997, the European Commission, at the request of the Member States, set up the LEG (Leadership Group) on Cultural Statistics with the aim of collecting data and compiling indicators for cultural policy. The results of the group’s work were adopted by the Commission’s Statistical Programme Committee in 1999, excluding several sectors of the UNESCO’s FCS such as the environment, sport and entertainment, and including others such as advertising, fashion, and architecture. The data was gathered into four standard categories used in national accounting systems covering economic activity, employment, public spending and consumer spending. There were a number of problems with the calculations due to the fact that industrial companies often second their main area of activity with other cultural activities and the occupational sectors, public spending and consumer spending are not detailed enough to calculate the added value deriving specifically from cultural activity. The Gordon-Orrin Project refers to a study by the Australian Bureau of Statistics
 that identified for the 1996-1997 financial year multipliers to determine the impact of changes in the demand for products in a given sector with respect not only to that sector but with respect to all sectors of the economy. Input/Ouput tables were used, including all their characteristics (fixed input, exclusion of technical progress and economies of scale) and  indicative multipliers were identified to demonstrate the objective contribution to  added value for the national economy of the initial change in demand, for example, of cultural goods and services. The data is fairly detailed and provides a statistical calculation of the contribution to the industrial GNP by cultural goods (such as the production of books, magazines, advertising, video, film, radio, museum exhibitions, theatre, parks, gardens, etc.) and considering the impact of a change in the demand for these goods and/or services (such as, for example, the demand for a special event like the 1996 Adelaide Festival of Arts) on added value, income and employment in Southern Australia for the year in question. The emphasis on demand is extremely useful and is covered in the final paragraph of this text in order to see if the final demand of visitors to public museums confirms or denies the acquisition choices made by the directors of museums studied. 

   However, while culture and art are addressed by some of the more innovative economic theories on growth as they stimulate human advancement and civilisation, there is a need to study their influence on the output of people who have received cultural and artistic training compared with people who have not received this education. Therefore, in addition to examining the impact that the use of art has on creating wellbeing from a macroeconomic point of view, we should also examine its function for employees from a microeconomic point of view. This is the approach outlined by Pilotti-Ganzaroli-Fiscato, who contrast the old model of the company aiming to maximise profits and ignoring cultural requests with the innovative company that uses culture as a “variable capable of contrasting growing uncertainty and environmental complexities”
. In this context, cultural acquisitions favour relations between the outside environment and the reality within the company, accentuating not only material elements but also intangible elements, improving the company’s capacity to deal with uncertainty and develop innovative strategies. Consequently, the new, post-Fordist, company requires new management systems that value creativity, and encourage collaboration and acceptance of constant change.  Thus, the company shifts from being a “place of production to a place where useful experiences are created”, spreading cultural resources of benefit to the community and surrounding environment
. The concept is the same as that expressed elsewhere, showing how art is “also and primarily a source of knowledge, which is common in other goods and services useful for generating value and creativity for individuals, organisations, companies, communities, institutions and even nations as a whole”
. 

   In this micro context, as in the macroeconomic context earlier, economists try to quantify the contribution of art, which is considered a stimulus for self-betterment. While the contribution to GNP of artistic goods and services can be calculated statistically, as outlined above, even with the aforementioned difficulties, the incidence of artistic knowledge on an individual’s level of education is much more difficult to calculate. This problem falls under the wider issue of “valuation”, which is generally used to estimate scientific research and it has been estimated in this field. This approach dates back to the 1960s when company R&D processes were first considered. In recent years, other studies have been added gradually, including human resources, information, communication, etc., in an attempt to “understand the relationship between science and technology on the one hand, and economic development, employment, the environment, productive and social organisation, education, and institutional structure”
.  The studies use indicators based on single or general ad hoc statistics, combining and interrelating them. Sirilli employs an image borrowed from chemistry to explain: “The statistics represent core elements (atoms), which are used to construct the indicators (molecules)”
. International organisations such as UNESCO, the OECD and EUROSTAT  have adopted a variety of manuals to facilitate the comparison of results, the first of which was that of Frascati in 1963, with the last being the Oslo Manual in 1996. The Canberra Manual (1994) is specifically concerned with measuring human resources for S&T, being “people with considerable professional competencies, in particular, that have received tertiary education or whose job requires a similar level of training”
. On the subject of R&D, Sirilli says, “Studies on R&D produce two types of indicators: spending and personnel”
; with regard to the second type of indicator, the studies largely encompass a given country’s scientific system, its universities, public entities, and non-profit organisations. On the other hand, studies on spending on innovation concern companies (generally big) that introduce new technologies
. Both carry out research with the difference that the companies focus on profits through patents, while universities perform research, especially core research, with the idea that this research is a public asset to be made available to the whole of society. According to the objectives of the 2000 Lisbon Summit and the 2002 Barcellona European Council, companies should allocate 2% of the GDP and the public sector 1% of GDP to research. However, these objectives are unlikely to be met in Italy
. 

   The Frascati manual divides R&D personnel into three categories: researchers, technicians and auxiliary staff
 whose work should be measured in “physical units” (number, age, nationality, etc.) and “equivalent full time” (time devoted to research by unversity professors). Collecting and elaborating the data is extremely difficult, despite the efforts of the ISTAT (Italian national institute of statistics), because research itself is difficult, being an “ensemble of creative activities performed in a systematic manner with the aim of increasing the body of knowledge – including knowledge about mankind, culture and society – and using that information for new applications”
. Quantifying “activities that have a creative, unpredictable, contiguous and overlapping element with respect to other activities”
 is extremely difficult. However, there is no denying the importance of the new knowledge-based model of society and the fundamental role of public and private research.

   This is where the problem of the contribution made by the researcher’s level of artistic knowledge comes into play. Just how much more open to innovations is a person who has learnt to appreciate artistic values, which are inherently unique and original, than someone who has never received this type of education? Who is better suited to manage change, and therefore innovation, and what is the danger if the person has not been trained to appreciate the value of creativity? This approach highlights the need for another indicator, which, on the basis of statistical surveys on the educational history of researchers, including Art History and/or art, craft and trade workshops, to determine their propensity for innovation. If elaborated, this indicator would assist greatly in establishing a profile for human resources dedicated to producing new economic goods and inventing new services in general. Thus, it might be possible to quantify the art economy as an economy of knowledge. 

   However, even if it were possible to quantify art in this way, the focus would be on the use of art, which would naturally be based on the education received at school, rather than in museums and/or at the theatre. That leaves the problem of the price of contemporary art production, because regardless of whether we analyse the spin-offs from art (a form of knowledge) on the national economy using macroeconomic indicators, or whether we analyse its contribution sector by sector using specific instruments, the problem of the price that public museums pay to acquire works of contemporary art using public funds remains.  Using the methods outlined above, we may possibly succeed in assessing the social and personal benefit obtained from art used, but there does not seem to be a comprehensive solution to the question of the price paid by public buyers of contemporary artistic goods produced.

7. Public demand for contemporary art in light of the final “user’s” preferences 
    At this point it seems natural to wonder what has been overlooked by traditional economic processes. Given the singularity of museums using public funds to pay market prices set by oligopolistic galleries and auction houses, and given that artistic goods, whether contemporary or otherwise, in addition to being merit goods, are a concrete testimony to civility (which therefore means they are worthy candidates for “tutelage and increase in value” from public entities), does it stand that their price should be decided on the supply side? This demands further reflection. Up to now we have talked about public demand as being represented by the museums. However, the museums logically need to consider the upstream demand, that is, the demand of the visitors. Clearly, museum demand focuses on production, while that of its visitors is driven by use. The museums’ “mission” binds the two. Thus, museums are a kind of “delegate” for the end demand for them to acquire works of art to be visited, just as public hospitals have a duty to protect the right of citizens to receive care
. The museum’s mission is destined for the visitors, but the visitors are also the indirect source (the direct source is extrinsic, being the entrance fee, when collected) of financial support for this function through local, regional and national taxes. And, it is to the visitor cum taxpayer that public museums have to justify the prices paid to oligopolistic art merchants and/or auction houses for their acquisitions.

   Up to here we have examined the causes that determine (“preisbildung”) the value of artistic goods in the labour theory of value for art, or production of works of contemporary visual art, in the theory of value in use, the criterion that drives private demand, and the institutional value, which influences public acquisitions principally. However, this concerns the value and not its conversion into a price (“preisbestimmung”), because, it is when the market comes into play, when the price is set, that demand accepts the price offered by the supplier.  If the buyer is private they only have to answer to themselves. However, public buyers have to respond to the expectations of their funders-users. 
   That the public museums behave exactly like private buyers can be explained by two tenets: the first (A) is the due to the legal situation, the other (B) is an economic custom. (A)The directors of public museums are not bound by any laws or regulations governing their acquisitions, as previously mentioned. They have almost unlimited discretion, which, in the case of contemporary art acquisitions, means that they do not have to provide any aesthetic or financial justification for the way in which they decide to spend the ministerial and public funds they receive, as this is classified within the discretionary powers attributed to governmental bodies in Italy.

    (B)Museums are also driven by economic factors. Public museums generally operate in line with common economic practice: the museums choose goods to satisfy their demand, without checking what kind of works are demanded. This ancient phenomenon is founded on the favouring of supply over demand. Say provided a theory for this in 1802 and, it is said, taught Napoleon about it. However, the entire market, not only in the classical period, has taken his theory to heart. The same theories that criticise classicism and neo-classicism study not the products that the demand-side expects or demands, but rather, the psychological path followed
. From Simon to Brunswick to Kahneman and Tversky, theories abound on the limited information available to consumers, on their limited rationality, and on how they are manipulated by selling techniques and lured into consumerism. The above economists aimed to demolish the rationalist “myth” but in so doing have downsized the importance of demand installed by the marginalist revolution. We instead need to consider the approach of the innovative “social balance theory”, which fully recognises the importance of demand, defined as the primary stakeholder, to the extent that it attributes it with the vital role played in the field by consumers’ associations, called secondary stakeholders
. In reference to the issue at heart, that is, the demand of final users of contemporary visual artistic goods, it should be repeated that museum visitors have an important role to play in orienting and controlling the offer that needs to be recognised and supported. The demand side has to confront the self-referencing choices of the museums since it is the democratic right of the taxpayer to control how their own earnings are spent. Therefore, the expectations of the demand side have to be considered by the museums in order to fulfil the visitors’ desires and find a balance between those desires and the prices imposed by the oligopolistic market. 

    We propose that the demand of visitors to public museums be involved in surveys and questionnaires to see if the price for cultural goods set by the supply-side adds up. We suggest checking whether the visitors’ demand confirms or contradicts the choices made by public museums and suggest that the visitors should always have a consultative role regarding acquisition policy. It would be a serious problem if the visitors “booed” exhibited works and thus disqualified the acquisition policy defined by the museum directors. The museum directors in fact represent a kind of delegated demand and cannot decide they have the right to make choices, which, in the case of contemporary art, could be rather shocking. The issue is not only of a subjective aesthetic nature – how often has this made the headlines in the past, always in relation to acquisitions by private collectors? – but points directly at the problem of the wastage or unjustified allocation of public funds. Aesthetically speaking, the visitors’ demand provides guidelines and expresses preferences, but financially speaking it legitimises or discredits choices made by the museum’s directors. This is a complicated issue, also because, in the moment of acquisition, contemporary art subverts the normal reference tools – it should be remembered that contemporary art is unique in that it eludes the pricing systems generally used for modern art. For example, there is no such thing as “representative” works of contemporary art. Price index of the visual arts does not technically apply to contemporary art and the same goes for other classification systems. However, it is important that we continue to seek an objective factor to explain the transformation of value into the price paid by public museums using public funds. We believe that since the demand of the final consumer validates or invalidates choices made by the museum (acting as their delegate), this provides the instrument that we have been looking for, that is, the other blade of the pricing scissors according recent updates in demand theory and practice, which will provide the solution to the problem
. 

    Following this schema, we carried out a limited survey of the visitors of two museums, in Rivoli and in Prato
, although we are well aware that a stratified sample,  more accurate and significant from a statistical point of view, would be necessary. It is our intention that a wider survey be carried out in the future. In the meantime, the results of the questionnaire distributed in March 2007 to 634 visitors in Rivoli and 61 visitors in Prato are extremely significant
. Only permanent exhibitions were included for each museum, because the temporary exhibitions tend to attract visitors drawn by advertising who are not particularly interested in art as such. We excluded foreign visitors, because the key question on the survey (“museum buys works”) is designed to focus on approving or discrediting investments in contemporary art by the museum using public funds deriving from the taxes that Italians, not foreigners, pay. With regard to the attached table
, we note that female visitors (54.1%) outweigh male visitors (45.9%) by a small margin. Most visitors fell into the 18-35 age group, followed closely by the 35-55 age group. 48.1% of visitors had secondary education, while 40.9% had a university degree. The Rivoli museum was frequented by predominantly local visitors (72.5%). The frequency of visits shows a strong interest in the museums, with 79% of visitors making three visits per year. And art-specific study also plays a major role, with 58.4% of visitors having studied history art, compared with only 38.1% who had no specific training. There were more visitors in the time period between 5pm and 9pm, but the museums were also well-frequented between 2pm and 5pm. Days preferred were Sunday (51.5%) and Saturday (48.5%).

   The scope of the survey was to collect data regarding approval (“liked museum”): 91.7% of visitors said they liked the museum, against 6.9% who did not like the museum. With regard to spending (“museum buys works”), 80.4% approved of acquisitions made by the museum, while 16.1% were critical of the acquisitions. Regarding their opinion, 62.9% of visitors considered the works original, 27.6% thought they were beautiful, a mere 3.6% thought they were ugly, and 4.0% thought they should not even be exhibited. These results are of considerable interest when you think that contemporary art has been known to provoke sometimes “rejection crises”. A memorable example of this were the three dummies of children that Maurizio Cattelan suspended from the branches of a tree in central Milan. A passer-by climbed on a ladder and tore them down, fracturing his skull in the act
. 
   Without any doubt the level of education plays an undeniable role in the survey. The higher the level of education, the more open the visitor is to innovation. The natural follow-up would be a lament against the elitism of the use of art. However, here it indicates that the Italian school system, from primary to secondary schools, should dedicate more space amongst the core subjects to art history, to open young people’s minds to the innovative experience offered by art. 

   This survey highlights a possible solution to the initial problem: why use public funds to acquire contemporary art at prices set by a market dominated by oligopolistic private sellers? The answer – within the reduced context of the surveyed sample – may simply be formulated thus: because the taxpayers agree. Once the financial feasibility has been determined, demand plays a key role in the choice of public spending. Thus, the solution to the problem of public entities, such as museums, would appear to be not only financial but also democratic. If the citizens want art, they should be given art, especially in a country like Italy, whose history is marked by “a sense of beauty”. Having the demand-side participate in choices regarding public funds provides the objective reference previously lacking with regard to the problem of the transformation of the value of contemporary artistic goods into a market price. The price of any good or service can only be set with the complicity of supply and demand. On the one hand, in a private context, it is possible for supply to dictate the conditions (monopolistic, duopolistic or oligopolistic market). On the other hand, in the public sector, demand must not be precluded because the demand represents the taxpaying users. In the case of contemporary art, examined here, given the impossibility of using instruments for establishing the value of production due to the singularity of the works in question, the consumer’s preferences have an important role to play in the acquisitions made by public museums. If the demand-side is ignored, then the museum directors are left to use their own discretion and it remains unclear why they accept the exorbitant transaction costs imposed by private galleries and auction houses. Using surveys and questionnaires to ascertain whether the demand-side citizen-users consider highly innovative works an important testimony to the “spirit of the times”, to be exhibited in public museums, ensures that public museums cannot be criticised wasting or misusing public funds when acquiring works of art. From a strictly theoretical point of view, this makes it possible to combine the efficient allocation of public resources for art that has been produced with the preferences of the citizens who will use that art. From a practical point of view, it makes it possible to ensure that the choices made by public entities are valid and to put the power of the market into perspective, by dividing up the responsibility: the market has the power authorised by the consumers.

SUMMARY

   This text examines inconsistency between the demand for contemporary visual art by public museums structured with bureaucratic systems and the supply-side offer by private galleries and auction houses operating in an oligopolistic manner. We aim to explain the ensuing price (market price for merit goods).  

   The “primary” cause used to calculate the value of contemporary artistic goods can be found not in the labour value, nor in the value in use, but rather in their value as testimony to civility, which is by law protected (“tutela”) by the state and put to advantage (“valorizzazione”) by the regions. Thus  contemporary art is also a form of knowledge in that it contributes to increasing the wellbeing of both the individual citizen and the community. Thus, it can (possibly) be measured using macro and microeconomic tools, which will enable us to calculate the value of the art used rather than the art produced. 

   The transformation of the production value of contemporary artistic goods into a price can only be coherently explained if the self-referencing demand of public museum directors is approved by the end users, or visitors. Evidence of this can be seen in the results of the attached statistical survey.

ANNEX

STATISTICAL SURVEY ON THE CASTELLO DI RIVOLI (RIVOLI) AND CENTRO LUIGI PECCI (PRATO) CONTEMPORARY ART MUSEUMS 

	SEX

	
	
	Frequency
	Percentage
	Valid %
	Cumulative %

	Valid
	Male
	319
	45.9
	45.9
	45.9

	
	Female
	376
	54.1
	54.1
	100.0

	
	Total
	695
	100.0
	100.0
	

	AGE

	
	
	Frequency
	Percentage
	Valid %
	Cumulative %

	Valid
	18-35
	304
	43.7
	43.9
	43.9

	
	36-55
	254
	36.5
	36.7
	80.6

	
	56-70
	110
	15.8
	15.9
	96.5

	
	71 and older
	24
	3.5
	3.5
	100.0

	
	Total
	692
	99.6
	100.0
	

	Missing
	Missing from system
	3
	0.4
	
	

	Total
	
	695
	100.0
	
	

	LEVEL OF EDUCATION

	
	
	Frequency
	Percentage
	Valid %
	Cumulative %

	Valid
	Primary
	4
	0.6
	0.6
	0.6

	
	Intermediate
	67
	9.6
	9.7
	10.3

	
	Secondary
	334
	48.1
	48.5
	58.8

	
	University degree
Total                                                    
	284      

689
	40.9
99.1                         
	41.2
100.0
	100.0

	Missing
	Missing from system
	6
	0.9
	
	

	Total
	
	695
	100.0
	
	

	RESIDENCE

	
	
	Frequency
	Percentage
	Valid %
	Cumulative %

	VALID
	Piemonte
	504
	72.5
	74.2
	74.2

	
	Northern Italy
	68
	9.8
	10.1
	82.9

	
	Central-Southern Italy
	70
	10.1
	10.3
	93.2

	
	Tuscany
	37
	5.3
	5.4
	98.7

	
	Total
	679
	97.7
	100.0
	

	Missing
	Missing from system
	16
	2.3
	
	

	Total
	
	695
	100.0
	
	

	MUSEUMS VISITED ANNUALLY

	
	
	Frequency
	Percentage
	Valid %
	Cumulative %

	Valid
	1-2
	144
	20.7
	20.8
	20.8

	
	3+
	549
	79.0
	79.2
	100.0

	Total
	
	693
	99.7
	100.0
	

	Missing
	Missing from system
	2
	0.3
	
	

	Total
	
	695
	100.0
	
	

	STUDIED ART HISTORY

	
	
	Frequency
	Percentage
	Valid %
	Cumulative %

	Valid
	Yes
	406
	58.4
	60.5
	60.5

	
	No
	265
	38.1
	39.5
	100.0

	
	Total
	671
	96.5
	100.0
	

	Missing
	Missing from system
	24
	3.5
	
	

	Total
	
	695
	100.0
	
	

	LIKED MUSEUM

	
	
	Frequency
	Percentage
	Valid %
	Cumulative %

	Valid
	Yes
	637
	91.7
	93.0
	93.0

	
	No
	48
	6.9
	7.0
	100.0

	
	Total
	685
	98.6
	100.0
	

	Missing
	Missing from system
	10
	1.4
	
	

	Total
	
	695
	100.0
	
	

	MUSEUM BUYS WORKS

	
	
	Frequency
	Percentage
	Valid %
	Cumulative %

	Valid
	Yes
	559
	80.4
	83.3
	83.3

	
	No
	112
	16.1
	16.7
	100.0

	
	Total
	671
	96.5
	100.0
	

	Missing
	Missing from system
	24
	3.5
	
	

	Total
	
	695
	100.0
	
	

	OPINION OF WORKS

	
	
	Frequency
	Percentage
	Valid %
	Cumulative %

	Valid
	Beautiful
	192
	27.6
	28.2
	28.2

	
	Original
	437
	62.9
	64.1
	92.2

	
	Ugly
	25
	3.6
	3.7
	95.9

	
	Should not be exhibited
	28
	4.0
	4.1
	100.0

	
	Total
	682
	98.1
	100.0
	

	Missing
	Missing from system
	13
	1.9
	
	

	Total
	
	695
	100.0
	
	

	LOCATION

	
	
	Frequency
	Percentage
	Valid %
	Cumulative %

	Valid
	Rivoli Torinese
	634
	91.2
	91.2
	91.2

	
	Prato
	61
	8.8
	8.8
	100.0

	
	Total
	695
	100.0
	100.0
	

	TIME

	
	
	Frequency
	Percentage
	Valid %
	Cumulative %

	Valid
	10am-2pm
	147
	21.2
	21.2
	21.2

	
	2pm-5pm
	213
	30.6
	30.6
	51.8

	
	3pm-5pm
	45
	6.5
	6.5
	58.3

	
	5pm-7pm
	9
	1.3
	1.3
	59.6

	
	5pm-9pm
	281
	40.4
	40.4
	100.0

	
	Total
	695
	100.0
	100.0
	

	DAY

	
	
	Frequency
	Percentage
	Valid %
	Cumulative %

	VALID
	Saturday
	337
	48.5
	48.5
	48.5

	
	Sunday
	358
	51.5
	51.5
	100.0

	
	Total
	695
	100.0
	100.0
	

	DURATION

	
	
	Frequency
	Percentage
	Valid %
	Cumulative %

	Valid
	One day
	61
	8.8
	8.8
	8.8

	
	Two Days
	634
	91.2
	91.2
	100.0

	
	Total
	695
	100.0
	100.0
	



Compiled by Dr Gianluca Dall’ Oglio (University of Verona).
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� The theory of sustainable development examines in particular the temporal dimension of the function of artistic goods in contributing to the wellbeing of the community. Pilotti develops the concept of “quality of life”, which is improved by the use of artistic goods between the utilitarian approach (or the exhaustibility of artistic resources) and a criterion of intergenerational equity (based on constant art consumption between generations), cf. PILOTTI, L.-RINALDIN, M., 2003, pp.35-90


� In Italy, the tax rebates amount to 19% for individuals and companies that conserve and/or restore assets covered by the Superintendency. Obtaining a full rebate of IRPEF and IRES contributions for individuals and companies that make donations to the state, public entities, public and private juridicial persons operating in the cultural and performance art sectors, is extremely drawn-out, inconsistent and demotivating. cf. FORTE, F.-MANTOVANI, M., 2004.,pp 453-457
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� To tell the truth, these days it is quite difficult to call art elitist when you consider the amount of cultural tourism and art publications by mainstream publishers. On a global level, cultural tourism has grown by eight times, according to widespread estimates, from the 1970s to now. Art publications, since the early iniatives by Fratelli Fabbri Editori in the early 1960s, are now regularly available in the form of inserts and encyclopaedias sold with the major newspapers competing with each other
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� Analogies between the demand of these two public services cf. FAVRETTO, G., 2002


�  Cfr. ROMANI, S., 2000; TEDESCHI, M., 2000
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� This position is supported by the legal formulation that states: “We can deduce that the citizen-user is not simply the passive receiver of the supply of goods and services by government bodies, without any power over public activities, but rather, is an active subject who expresses their own needs and requirements and who has an impact on demand and supply …”, RIGONI, A.,  2007, p.4


� Our warmest thanks go to the directors and others who helped, in particular Dr Bertalot (Rivoli) and Dr Risaliti (Prato), for their time and assistance. The Museo d’Arte Contemporanea del Castello di Rivoli and the Centro Luigi Pecci per l’Arte Contemporanea in Prato are both semi-public. Rivoli  is supported by the Piemonte Region, Fondazione CTR, Turin Chamber of Commerce, Industry, Trades and Agriculture, City of Turin, Unicredit Private Banking-Gruppo Unicredit. The Pecci Centre was founded in the late 1970s by industrialist Enrico Pecci, in memory of his son Luigi, in conjunction with the Municipality of Prato, Cassa di Risparmio e Depositi di Prato, Unione Industriale Pratese, a number of private companies and the ARCI Association. We had originally intended to conduct the survey on exclusively public museums; however, there were are very few in Italy and these were unavailable. The MACRO museum in Rome (fax from the Director, Danilo Eccher, dated 17.01.2007) was under renovation. The MAMBO in Bologna (which was inaugurated only a short while ago on 5 May 2007) was being transferred. The MADRE museum in Naples (“filtered” by a company called Scabec) did not reply. The MART in Rovereto, a semi-public museum, was unable to participate as it was already participating in several other surveys, but they did send us material collected in earlier university-run surveys, for which we would like to warmly thank Dr Vacchini. 


� This research is in line with the surveys carried out by academics, who, in turn, follow the path laid in the 1990s by American and English analysts regarding the public consumption of artistic goods. These studies take a predominantly psychological approach and focus on the motivations that prompt an individual to “use” art, whether visual or performance, which makes them extremely useful to ensure that museums and theatres respond to the  needs of their visitors (cf. ZAMMUNER, V.L., 2006, pp.97-125). Other studies, termed as “method for contingent valuation” aim to “quantify … the readiness (of citizens) to pay to preserve or restore” cultural goods, so they can also be used by future generations, indicating a donation figure or action to be taken during a hypothetical “referendum for the creation of a tax to support the operation” (cfr. DEL MISSIER,F.-RUMIATI, N.-BONINI, N., 2006, pp.  127-141). These studies are very interesting but cover art use in general, without entering into the specifics of whether visitors approve of how public funding is used to acquire disruptively innovative contemporary works of art, rather than the conservation or restoration of old or modern works. 


� This table was compiled by Dr Gianluca Dall’Oglio of the University of Verona, Faculty of Economics (Statistics Seminar). He also compiled and distributed the questionnaire to the two museums examined. 
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