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4 D. Throsby
1. Introduction
1.1. Development and scope of the field

Over the last 30 or 40 years a substantial literature has grown up in which the tools of
economic theory and analysis have been applied to problems in the arts and culture.
Economists who have surveyed the field generally locate the origins of contemporary
cultural economics (as the discipline is loosely known) as being in 1966, the year of
publication of the first major work in modern times dedicated specifically to the eco-
nomics of the arts [Baumol and Bowen (1966)]. Not only did the Baumol and Bowen
book demonstrate that straightforward economic analysis could illuminate the supply
of and demand for artistic services and the role of the arts sector in the economy, the
work is also notable in retrospect for having put forward one of the most enduring theo-
retical propositions in cultural economics, namely the productivity lag or “cost disease”
phenomenon which afflicts the live performing arts.

Nevertheless, although 1966 is generally agreed to be the birth year of the economics
of the arts as a recognizable field of study, this is not to say that there was no pre-
history. In fact, as Craufurd Goodwin (Chapter 2) shows, a number of economists of
the past have been interested in the arts in one way or another, going back to well
before Adam Smith. Goodwin notes that Hume, Turgot and later Smith speculated in
some detail on the place of the arts in society, although their lead was not followed by
the major political economists of the nineteenth century who (apart from Ruskin) saw
little of particular interest in this area, apparently following Bentham with his famous
remark about pushpin and poetry. Similarly, except for Veblen’s writings, not much was
said about the arts by the American Institutionalists of the late nineteenth and early
twentieth centuries, although across the Atlantic in England the Bloomsbury group, of
which Keynes was a leading light, wrote extensively about the importance of the arts to
individual and social well-being, and proposed ways in which governments could help
through enlightened policy.

This brief summary of the pre-history brings us up to the point of departure of the
modern discipline as noted above. Following the appearance of Baumol and Bowen
(1966), interest in the economics of the arts initially expanded slowly. The first collec-
tion of papers in the field appeared in the mid-1970s [Blaug (1976)]; in his introductory
essay to this volume, Blaug noted that there was as yet insufficient substance in this
area of economic inquiry to justify a textbook, but that an assembly of articles would
be useful. The works gathered together were focused mainly on public policy issues,
in particular the rationale for public subsidy and the evaluation of public expenditure,
issues that have remained prominent on the agenda of the economics of the arts ever
since.

In 1977 the Journal of Cultural Economics was founded by William Hendon and his
colleagues at the University of Akron and in 1979 the first of what was to become a reg-
ular series of biennial international conferences was held (in Edinburgh). By the early
1990s, a sufficiently large body of work had accumulated to warrant an overview and
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assessment of the field in the Journal of Economic Literature [Throsby (1994)]. This
survey reflected on the expanding variety of issues in the arts that had engaged the at-
tention of economists up to that time. It began by pointing to the origins of demand for
the arts as lying in the peculiar processes of taste formation and cumulative consump-
tion that make the arts an “experience good”. Markets for art objects and for artistic
labor were also covered, as well as issues in the performing arts and in public policy.
Throsby’s overall evaluation of the state of cultural economics at that time foresaw a
further expansion of the domain of interest in the field in the future.

In fact such an expansion was mirrored to some extent in the choice of articles
reprinted in the major collection assembled in Towse (1997). In her Introduction to
this two-volume collection, Towse pointed out that “culture” is a term with a wider em-
brace than “the arts” and hence that cultural economics, for the purpose of her project,
could be taken to include the media and heritage as well as the arts. Again, however, the
central themes of defining cultural goods, the cost-disease phenomenon, and questions
relating to public subsidy of the arts were brought forward as the major defining issues
that had characterized the development of the discipline over the period covered by her
anthology.

The classification of topics in cultural economics that Towse used for her 1997 col-
lection was taken up four years later by Blaug in his survey that asked “Where are we
now in cultural economics?” [Blaug (2001)]. The list of topics that he discussed in-
cluded demand, supply, industrial organization, the art market, history, labor markets,
firm behavior (including the cost disease) and public subsidies. It seemed that by now,
at the turn of the century and after three or four decades of research and writing by an
ever-increasing number of economists, the list had become more or less settled, though
Blaug noted in the conclusion to his survey that there was much further expansion of
the field in store.

In another overview published in the same year, Ginsburgh (2001) observed that
cultural economics is not well-defined because it is located at the crossroads of sev-
eral disciplines: art history, art philosophy, sociology, law, management and economics.
Nevertheless it was from economics that the literature he surveyed was drawn, cover-
ing again the principal topics noted above. Ginsburgh gave prominence to the policy
questions surrounding public support for the arts, with a comprehensive listing of the
various normative rationales that have been put forward, and a discussion of the means
for intervention once a rationale has been accepted. He also saw markets for visual
arts as providing particularly fertile ground for economists to work in, especially since
this is an area where good data are available that open up possibilities for econometric
investigation. Similar ground is traversed in the entry on the economics of art in the
second edition of The New Palgrave Dictionary of Economics [Throsby (2007)]. This
article points out that amongst the multitude of applications of economic analysis to
the arts, the field of industrial organization remains under-represented, offering fruitful
opportunities for future researchers.

The specific schools of economic thought and analysis that have been applied to prob-
lems in the arts and culture are usefully summarized by Towse (2003) in the final survey
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of the field that we consider here. The basic analytical methods of neoclassical price the-
ory and welfare economics comprise the main approaches that microeconomists have
adopted in looking at issues of production, consumption and exchange in the arts and
cultural industries; at the macroeconomic level relationships between the cultural and
other sectors of the economy are implicated, and the familiar tools of macroeconomic
policy analysis have been applied to policy-making affecting the cultural sector. Sim-
ilarly public choice theory and the field of contemporary political economy have a
bearing on policy formation relating to the arts, while institutional economics offers
an alternative means for analyzing organizational structures and their influence on be-
havior. Towse also notes the relevance of the law-and-economics tradition deriving from
Coase and others as the basis for analysis of transactions costs and property rights ques-
tions (especially copyright) relating to artistic goods and services.

What does the above survey of the surveys tell us about the scope and achievements
of the economics of the arts and culture? At one level it suggests that a sufficiently co-
hesive body of work has accumulated for us now to be able to identify a field labeled
“cultural economics” or “the economics of the arts and culture” with some confidence,
even though the outer boundaries of the field remain somewhat fuzzy. It also suggests
that the time is right for assembling a purposeful collection of essays commissioned
from researchers working at the theoretical and empirical frontiers of the field, such as
is contained in the present volume. At a deeper level our survey reveals that a basic
issue that gives the field its particular appeal is that of defining whether and how cul-
tural goods and services differ from other goods and services in the economy. Whilst it
is the mysterious and possibly unfathomable nature of art in all its forms that ultimately
must underlie much of the behavior of individuals, firms and markets in the arts, eco-
nomics requires a more systematic basis on which its analyses can rest. We turn to these
fundamental definitional questions in the next section.

1.2. Basic questions

Several chapters in this volume begin with a discussion of what the words “art” and “cul-
ture” mean. Of course these are foundational questions in disciplines such as art history,
art theory, philosophy, aesthetics, sociology and anthropology. By and large contributors
to this volume accept in the first instance a broad-ranging view of culture as comprising
or being defined by a set of attitudes, beliefs or values common to a group that somehow
identifies and binds the group together. Thus it is possible to speak of a national culture,
a religious culture, a corporate culture and so on. From the noun “culture” comes the
adjective “cultural”, meaning reflective of the particular shared values. Culture is also
defined in this book in a more functional sense to indicate the practices and products
of cultural activity, including especially the arts. Within this meaning the terms “high
culture” and “low culture” are frequently used to refer to the “serious” and “popular”
arts, respectively. The arts as a whole are sometimes divided into the performing arts
(acting, dancing, singing, playing a musical instrument, etc.) and the initial creative arts
(visual art, sculpture, craft, creative writing, musical composition, etc.) though there
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are obvious overlaps between these categories. According to these definitions the arts
comprise a subset of culture more broadly defined.

This leads us in turn to considering the definition of artistic and cultural goods. The
distinguishing characteristics of such goods (and services) that have been identified in
the literature of cultural economics include the following, though by no means every
characteristic will necessarily be present in every such good:

e cultural goods are experience goods, the taste for which grows as they are con-

sumed in greater quantities; they are therefore subject to rational addiction;

e cultural goods have some public-good properties; in aggregate they yield positive
externalities or diffused benefits that may be demanded in their own right;

e cultural goods result from production processes in which human creativity is an
important input;

e cultural goods are the vehicles for symbolic messages to those who consume them,
i.e. they are more than simply utilitarian but serve in addition some larger commu-
nicative purpose;

e cultural goods contain, at least potentially, some intellectual property that is at-
tributable to the individual or group producing the good; and

e cultural goods embody or give rise to forms of value that are not fully expressible
in monetary terms and that may not be revealed in either real or contingent markets.

This set of characteristics of cultural goods is illuminating in capturing most of
the distinguishing features that such goods display in varying degrees, but it is prob-
lematical insofar as it does not indicate whether any one or any combination of the
characteristics could be regarded as a sufficient condition for defining a cultural good,
or, if this is not possible, which or how many of the characteristics would be regarded
as necessary conditions. Nevertheless the list does at least represent a checklist if not a
basis for a watertight definition.

A further problem lies in the question of whether, within such a set of characteristics,
there is a difference between an artistic and a cultural good. Using an aesthetic definition
of art and a broadly anthropological definition of culture, Roger McCain (Chapter 5)
goes so far as to argue that artistic and cultural goods are non-overlapping sets; he sees
the distinguishing characteristic of the former as lying in their aesthetic properties and
in the creativity that has gone into their making, whereas objects reflecting a group’s
culture do not necessarily possess these qualities. McCain’s approach stands in contrast
to that indicated above. However if, as argued earlier, art is a subset of culture, the
adjective “artistic” would presumably become a subset of the adjective “cultural”, and
hence artistic goods would be seen as a subset of the wider category of cultural goods,
not in a separate category of their own.

Questions of aesthetics relate not just to definitional issues surrounding artistic goods,
but go to deeper matters to do with the value of art. There has been little interaction
between the disciplines of economics and philosophy in this area, yet philosophers
have had much to say that is relevant to the ways in which economists might approach
questions of value and valuation in the arts. Michael Hutter and Richard Shusterman
(Chapter 6) trace the evolution of ideas about aesthetic value in philosophy from Plato
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and Aristotle onwards, comparing and contrasting these ideas with those of economists
from the seventeenth century to the present day. In doing so they raise the intriguing
issue of the relationship between cultural and economic value, an area of emerging
cross-disciplinary interest at the present time. !

In the remainder of this introductory chapter I provide a brief overview of the book.
Instead of proceeding chapter by chapter, I adopt here a more wide-ranging classifica-
tion system than that used in the volume itself, in order to give a broader integrated
overview of the field. In Sections 2, 3 and 4 of the present chapter I consider the behav-
ior of individuals, firms/industries, and markets, respectively. Section 5 draws together
chapters that treat the role of the arts and culture in the economy, and Section 6 presents
some conclusions.

2. Behavior of individuals

The origins of artistic consumption, production and exchange lie in the behavior of in-
dividuals, whether they are consumers who demand cultural goods and services in the
marketplace, or producers who supply them. If we were to adopt a broad definition of
cultural goods that embraced popular cultural forms such as sport, television programs,
magazines, etc., we would open up an enormous field of interest in mass cultural con-
sumption and production, a field that has been extensively explored within sociology,
contemporary cultural studies, and media economics. Most of this work lies beyond our
immediate scope; for present purposes we focus specifically on individual behavior in
regard to the core creative arts.

Looking first at demand, we have noted already the processes of taste formation that
are peculiar to cultural goods and that drive the evolution of individual preferences. In
common with demand analysis elsewhere in economics, much of the empirical work on
demand for the arts has taken tastes as given, and has concentrated on estimating the
relative influences of the sorts of explanatory variables normally included in demand
functions — own price, price of substitutes, income, sociodemographic characteristics
of consumers and so on. Apart from studies of demand for art works (discussed further
below), the majority of research on demand for the arts has focused on the performing
arts — opera, music, theater and dance. As Bruce Seaman (Chapter 14) shows in his
comprehensive appraisal of this field, results have varied surprisingly widely, and even
apparently self-evident propositions such as that the arts are a luxury good are by no
means universally confirmed. Nevertheless the empirical evidence suggests, amongst
other things, that education is a stronger determinant of demand than income (a result
consistent with the art-as-an-acquired-taste hypothesis) and that output quality plays
a significant role in determining consumption behavior. Seaman goes on to observe
that non-standard socioeconomic factors such as “life-style” characteristics may exert
considerable influence on demand, and deserve to be better understood.

1 For a collection of papers by economists and others on this topic, see Hutter and Throsby (2006).
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Turning to the behavior of individuals in the production of art brings us of course to
a consideration of the economic role of individual artists as producers of art works or as
suppliers of artistic goods and services. An economic analysis of these roles can make
the standard distinction between production and supply functions. But although this dis-
tinction can be drawn straightforwardly in conventional terms, application of traditional
production models or labor supply functions to artists needs to account for the particular
conditions under which artistic effort is deployed. Let us look first at production. Efforts
to represent the relationship between the output of art and the inputs of factors of pro-
duction such as labor and capital must immediately confront a fundamental question.
As any artist will attest, the writing of a poem, the painting of a picture, or the compo-
sition of a flute sonata is not a mechanical process where criteria of technical efficiency
and predictable input—output relationships can be applied. Rather, achievement in the
arts is conditioned by ephemeral and possibly unquantifiable influences like luck, inspi-
ration and imagination. In short, artistic output is critically dependent on the input of
creativity, a characteristic of artists (as well as of some other occupations such as scien-
tific researchers or inventors) that is as important as it is elusive. Nevertheless, as Tony
Bryant and David Throsby (Chapter 16) show, some progress can be made in modeling
creativity in economic terms. They propose a model in which the artist decides on an
optimum level of creativity to apply in the production of “pure” and “commercial” art;
the artist’s choice is determined in part by the levels of economic and cultural reward
yielded by the output produced. Although the measurement of creativity is fraught with
difficulty, Bryant and Throsby present some empirical results suggesting that modeling
the creative input in artistic production processes is by no means impossible.

We turn now to the matter of labor supply. Markets for artistic labor, including the
labor both of performing artists such as actors and musicians and of “initial creative
artists” such as writers and painters, have been widely studied in theoretical and em-
pirical terms in an effort to compare and contrast artists with other occupations in their
labor market behavior. The picture is complicated by three features of artistic labor that
combine to set artists somewhat apart from other workers. These features are

e financial rewards to professional artistic practice are generally lower than in other
occupations with otherwise similar characteristics (education and training require-
ments, etc.); thus artists’ labor market profiles typically exhibit multiple job-
holding;

e the level of variability of artistic earnings is generally higher than in comparable
occupations, making an individual artist’s attitudes to risk an important determi-
nant of his or her labor market participation;

e non-pecuniary motives are important in the allocation of an artist’s time between
alternative labor markets, i.e. the “inner drive” to create art may dominate financial
incentives or at least mediate their influence.

A considerable volume of empirical evidence has accumulated on all three of these
aspects of artistic labor markets, as Neil Alper and Gregory Wassall (Chapter 23) show
in their extensive overview of the field. They bring these three aspects together in the
context of labor-market entry and exit decisions of artists, i.e. in the analysis of career
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patterns in the arts. This is an area where, as Alper and Wassall demonstrate, availability
of data is critical, whether obtained from official statistical sources such as censuses or
from purpose-built surveys.

It is well known that in many countries at the present time labor markets across the
board are changing, with greater casualization and increased occupational mobility in
the workforce. Labor markets in the arts have been particularly susceptible to change, as
Pierre-Michel Menger (Chapter 22) argues; long-term employment has been replaced
by a project-based system of production relying on short-term hiring, large parts of busi-
ness risk are transferred downwards onto the workforce, and artists learn to manage risk
and to stay alive through multiple job-holding, occupational versatility, diversification
of job portfolios and occasional income transfers from social security or other sources.
Despite manifold deterrents to an artistic career, an excess supply of artists persists in
many countries, attributable in part to the non-pecuniary attraction of work as an artist
as mentioned above. The excess supply may also be influenced by the entry of large
numbers of artists hoping to become a superstar, i.e. someone who breaks away from
the pack, becomes a celebrity and enjoys earnings considerably in excess of those that
marginal productivity theory would predict. A number of contributors to this volume
make reference to this phenomenon, all of them noting the origins of superstar theory in
Sherwin Rosen’s (1981) classic paper. Moshe Adler (Chapter 25) provides an appraisal
of this field, drawing attention to questions of efficiency in terms of the effects of su-
perstardom on consumers’ prices and on artists’ psychic income. Empirical testing of
various superstar hypotheses is relatively sparse and, as Adler suggests, offers prospects
for some interesting further research, provided suitable data can be found.

A final question in our discussion of artists and their labor markets brings us back
to first principles and provides a link between all of the chapters discussed above. The
question is: to what extent does basic human capital theory help to explain all of the
phenomena we have been discussing — the role of creativity and talent, the levels and
variability of artists’ earnings, multiple job-holding, career choice, and the superstar
phenomenon? Ruth Towse (Chapter 24) examines this issue, arguing that human capital
theory provides at best only a weak basis for explaining artists’ decisions relating to
investment in training and their choice of an artistic career. Notwithstanding the possi-
ble effects of education, training and on-the-job experience, it is ultimately the artist’s
innate talent that is likely to be the main determinant of artistic success. Moreover,
some of the traditional features of the human capital model may be being undermined
by technological developments; for instance, Towse argues that the reproducibility of
artworks, together with the expansion of the reach of copyright law, overturns the view
that human capital cannot be separated from labor. While this latter point may not be of
great significance in itself, it does indicate a need for further research on the relationship
between copyright and artists’ labor supply decisions.
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3. Behavior of firms and industries

Relatively few cultural goods and services pass from an individual supplier such as
an artist directly to the final consumer; most are produced and/or marketed by firms.
Across many fields in the arts and culture the predominant firm types in numerical
terms are small or medium-sized enterprises constituted on either a for-profit or not-for-
profit basis. Microeconomic theory offers straightforward means for representing the
production and cost conditions of such firms. Much attention in the economics of the arts
has been devoted to not-for-profit firms because of their prevalence in the “serious” arts
where commercial for-profit production may not be economically viable. In examining
the economic structure and operation of non-profit firms in the performing arts, Arthur
Brooks (Chapter 15) looks particularly at product quality issues, cross-subsidization
possibilities and Baumol’s “cost disease” as influences on the firms’ decision-making.
The achievement of artistic excellence and the pursuit of innovation are often significant
goals of these firms, objectives likely to be shared by potential donors both public and
private; these considerations will influence the financial strategies pursued by non-profit
firms in the arts, including their ticket-pricing behavior and their fundraising activities.

Profit-making firms in the arts and culture, on the other hand, present a different
picture. While corporate enterprises producing movies, books, Broadway musicals, rock
concerts, etc. share many of the economic features of commercial firms in other sectors,
they are still distinctive on account of the artistic or cultural nature of the product they
produce. Although profit-maximization may remain a dominant goal of such firms, it is
likely to be mediated, sometimes quite profoundly, by the desire of the firm’s owners
and managers to meet certain artistic or cultural standards or to strive for artistic success.
While such behavior might be able to be rationalized simply in terms of the firm’s profit-
seeking objectives if “better” standards are likely to be more profitable, there remains
a sense in which some corporate satisfaction may derive, at least to some extent, from
purely artistic or cultural achievement.

Be that as it may, an increasing amount of attention has been paid in recent years to
the structure and operation of the so-called cultural or creative industries. The bound-
aries around these industries remain somewhat fuzzy — for example, do they include
fashion, design, software, advertising? Nevertheless if the broad definition of cultural
goods discussed earlier is accepted, the cultural industries can be defined simply as those
industries producing such goods. In practice the cultural industries have been taken to
include the arts, heritage, film, television and radio, the press, publishing, video and
computer games, some aspects of tourism, etc. The organization of these industries de-
pends on many types of contracts, the basis for Richard Caves’ (Chapter 17) analysis of
their structure, conduct and performance. Caves distinguishes between simple cultural
activities in which a single artist deals with one agent or firm (the writer of a book or
movie script) and more complex situations in which several creative inputs are needed
and combined by the firm (the production of a movie). The peculiar characteristics of
the contracts involved derive from what he describes as the “bedrock properties” of
creative work and creative products.
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Four chapters in the present volume examine the features of a particular cultural
industry in detail, dealing in turn with the media, the movies, popular music, and book
publishing. All four industries are characterized by the fact that they produce under
high fixed costs but negligible marginal costs, and under conditions of considerable
uncertainty: the rate of success is small, but successes command large revenues. First,
Simon Anderson and Jean Gabszewicz (Chapter 18) analyze the media industries as
perfect examples of two-sided markets: in the case of television, for example, on the
one side viewers watch (and pay for) programs, on the other side firms use the market
to advertise their products. The two sides are coordinated by one or several platforms;
in the television case broadcasters have to balance income from advertising by choosing
the right mix of programs (which consumers want) and advertising (to which consumers
are generally averse). The same idea applies to newspapers, magazines, the Internet and
radio broadcasting. The authors’ theoretical analysis is backed by data that show that
the media industry is large not only in terms of its importance in GNP, but also because
of its influence in shaping public opinion; in 2003, for example, the average American
family spent almost eight hours per day watching television.

Second, another important cultural industry to have grown up in the twentieth cen-
tury is movies. A particular economic characteristic of the movie industry is the fact
that it is subject to “wild uncertainty”, a phenomenon discussed in detail by Arthur De
Vany (Chapter 19). He shows that the statistical laws that motion pictures obey are not
normal, but stable Paretian. Each movie is unique in itself, very few are successful, al-
though when they are they can be very profitable. Nothing is predictable, in other words
“nobody knows”, a property that Caves suggests applies to all cultural industries.

Music, of course, is a much older industry, but during the twentieth century its market
has changed dramatically, going from the stage of small manufacturers acting in small
venues to a large and powerful industry, in which “classical” music is declining and
popular music is on the rise; in 1994, for example, rock and roll and pop music led
with 45 percent of unit sales of CDs, while classical music reached less than 4 percent
(down from 25 percent in 1950). Popular music is discussed by Marie Connolly and
Alan Krueger (Chapter 20), who cover mainly the economics of live performances. Live
appearances on stage provide the bread and butter for many performers, giving rise to
the Bowie Theory; David Bowie is quoted as saying that performers should “be prepared
to do a lot of touring because that’s really the unique situation that’s going to be left”.
Connolly and Krueger consider trends in the industry, including the difficult problem
of measuring prices over time, and also make incursions into the world of broadcasting
and the intellectual property issues that have appeared with the advent of file sharing
via the Internet.

Finally, book publishing has also become an industry, in which authors, publishers,
retailers and readers do not always agree, and have often called for government inter-
vention, at least in Europe. Marcel Canoy, Jan van Ours and Frederick van der Ploeg
(Chapter 21) describe these aspects, basing their analysis on insights from the theory of
industrial organization. They conclude that there is in fact little need for public interven-
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tion, except perhaps to promote reading. The chapter also provides a host of statistics
on various aspects of the industry.

The four chapters devoted to the cultural industries outlined above make use of the
theory of industrial organization, but they also draw attention to the special conditions
under which art markets operate that lead to new insights and new models. Economic
analysis of the cultural industries is obviously a field that draws upon, and can also
contribute to, both theoretical and applied economics. In particular, as is made clear in
Caves’ contribution, there exists a host of contracts that look unusual, suggesting that
this is a field that will repay further exploration using contract theory.

4. Behavior of markets
4.1. Historical aspects

Markets have always existed in the arts, and it is instructive for anyone interested in
present-day markets in the arts and cultural sectors to look back to how markets for
artistic goods and services have evolved over time. The first art markets in our meaning
of the word flourished in the Renaissance in Italy (Florence) and in Flanders (Bruges
and Ghent). The Dutch art market emerged somewhat later. Subsequently secondary or
resale markets began to grow, leading to the development of auctions, mainly in North-
ern Europe and the United Kingdom. Several of the features of early auction processes
survive today, as Neil De Marchi and Hans Van Miegroet (Chapter 3) demonstrate in
their account of the evolution of art markets from the 14th to the 18th centuries. They
point out that 17th century auctioneers produced printed sales catalogs containing a
number of rules, including:

e successful bidders were required to pay a part of the price before leaving the sale
(thus minimizing the risk of irresponsible bidding), a practice represented by the
numbered paddle which identifies the buyer in contemporary salerooms;

e to accelerate the sale, some auctioneers suggested a minimum increment between
bids — the contemporary equivalent of the “tick™;

e commissions, that is bids by the auctioneer himself or on behalf of absentees, were
not allowed — this is not the case nowadays;

e in some cases, auctioneers committed to the disclosing of reserve prices — a rule
that is partly followed in contemporary auctions, when a relation between the
printed lower pre-sale estimate and the reserve price is announced.

De Marchi and Van Miegroet, as well as the late Michael Montias with his important
work on Dutch inventories [Loughman and Montias (2000)], show how archives can be
used to provide information on market structures which took about 250 years to develop;
using such archives it is possible to demonstrate that by 1750 most of the ingredients of
the art market that we know today were already present.

Similar remarks might be made about the evolution of markets for artistic labor. For

example, employment of composers has always depended on the existence of a suffi-
ciently lucrative market for the works they produce. FEM. Scherer (Chapter 4) points out
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that employment possibilities for composers in the 17th century were mainly provided
by courts and the church, though after 1750 the increase in private wealth led to more
support from individual patrons, at the same time as publishing and concert tours began
to provide more opportunities. The role of education in influencing musical tastes is
illustrated in Scherer’s analysis by the prevalence of music in Austria and Czechoslo-
vakia from the mid-17th to the mid-19th centuries, a phenomenon he attributes to the
schooling system in which schoolmasters, even in small villages, were expected to teach
singing and violin to their pupils.

4.2. Present-day art markets and prices

The two chapters discussed in the previous section illustrate that markets in the arts
have existed for many centuries, but that their forms have evolved, quite dramatically in
some cases. In the case of markets for art objects such as paintings, sculpture, jewelry,
antiques, etc., most of the dealing today is still done by dealers and galleries as in
the past. Auctions, however, whether occurring in salerooms or over the Internet, have
become more important. The leading role played by auctions derives from the fact that
this is where important works are sold. Auctions serve as a reference to the market in
general, since they constitute the almost unique way to observe how the market and
prices evolve over time.

Anderson (1974) and Stein (1977) were among the first to look into the financial
performance of art, using some econometrics. They were followed by Baumol’s (1986)
very influential paper based on prices obtained at auction over a 300-year period (1650-
1960). Baumol found that the average real rate of return was equal to 0.55 percent
per year, some 2 percent lower than the return on bonds; the difference, according to
Baumol, is attributable to the return provided by aesthetic pleasure. Baumol’s paper was
followed by a very large number of studies that almost invariably used prices observed
at auctions. This led economists who were interested in art markets to take a closer look
at how the art auction system works. In their wide-ranging review of this work, Orley
Ashenfelter and Kathryn Graddy (Chapter 26) deal with two important issues. They first
show how auction prices have been used to derive conclusions on: returns to art as an
investment; portfolio diversification; the “masterpiece” effect (masterpieces are claimed
to reap higher returns, which does not seem to be true); and the “burning” effect (the
effect on the future value of a work if it is unsold). Second, they describe the various
inefficiencies to which art markets and/or auctions are prone: prices of homogeneous
lots sold in sequence decrease over time (the declining price anomaly); the law of one
price does not hold, since systematic price differences across salerooms and/or countries
are observed and may persist; and pre-sale estimates made by salerooms do not reflect
all the information that is available to experts.

The difficulty in measuring returns and constructing price indices is due to the het-
erogeneous character of artworks. In order to homogenize, researchers have based their
computations on resales of identical works only. This entails important limitations:

o the number of resales is often small and represents a small proportion of total sales;
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e resales may embody a sample selection bias; and

e unobserved resales may also take place between observed sales at auctions and if
one takes these into account, returns may turn out to be very different from those
usually obtained.

The first two of these limitations are partly circumvented if all sales are accounted
for and hedonic regression is used instead of repeat-sales regression.”> Two of the es-
timation techniques developed to deal with the computation of returns (hedonic and
repeat-sales regression) are surveyed by Victor Ginsburgh, Jianping Mei and Michael
Moses (Chapter 27), who discuss some technical details that may help researchers to
decide which technique to use given the data at hand, or how data should be collected.
Some preliminary simulations reported in this chapter point to the fact that hedonic re-
gression is as good as repeat-sales regression when the number of observations is large
enough, but that hedonic regression gives better results when this number is small — this
is usually the case when the time span is small, or when it is necessary to disaggregate
and deal with finer markets or with individual artists.

The special case of copies of artworks presents a number of puzzling issues. While
copies of artworks were sold at half the price of originals during the 17th century and be-
fore [De Marchi and Van Miegroet (1996)], the situation changed towards the end of the
19th century, at which time the relative price of copies dropped very sharply. Neverthe-
less copies continue to be produced and sold, raising a number of issues for economists,
lawyers, philosophers, art historians and curators. In discussing these issues, Frangoise
Benhamou and Victor Ginsburgh (Chapter 8) point out that the development of a market
for copies is part of a wider contemporary questioning of the boundaries between origi-
nality and copy. They analyze whether and how the various participants in the art market
contribute to valuing (or de-valuing) copies, alongside markets for original works of art.

4.3. Legal regulation affecting markets

There are several ways in which the interactions between law and economics find ap-
plication in the arts. The most obvious revolves around property rights and transactions
costs; following Ronald Coase it can be proposed, for example, that beneficial or costly
alternatives, of which there are numerous examples in the arts, can be resolved through
market processes if property rights can be defined and enforced and if transactions
costs are negligible. Most of the theoretical and applied work of relevance to the arts in
this expanding field has been concerned with the rights of artists, especially copyright.
Copyright obviously puts restrictions on markets but, as William Landes (Chapter 7)
points out, it can be rationalized as a mechanism for protecting the creative expressions
of authors and artists and as a means of promoting economic efficiency in markets for

2 Goetzmann (1996) points to an additional problem that is encountered when using repeat-sales regression,
the risk of obsolescence: many artworks are never resold because they disappear for natural reasons (fire,
physical decay, etc.) or they are dumped because they are valueless or at least thought to be such.
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creative work. As well as discussing the economic rationale for copyright, Landes also
considers other rights of artists, including moral rights, which protect authors against
alterations and destruction of their works. The chapter also considers disputes of own-
ership, authenticity issues and resale rights, illustrating these various problems through
cases.

New communications technologies present new challenges to the assertion of artists’
rights. Patrick Legros (Chapter 9) argues that the so-called curse of the Internet, and
of new technologies which allow for infinite copying, may in fact be a blessing rather
than a threat to artists, since these developments foster the emergence of new artworks.
Legros compares this situation to that which prevailed when photography was born.
Artists can show their work on the Internet, bypassing any form of intermediation, and
can still obtain revenues from their creative ideas, as long as interpretation is needed.
He shows that strict copyright rules may have little to do with social efficiency, and that
the preferences of artists for strict or weak copyright are related to their creativity. Good
and bad artists may bless the curse, and opt for weak copyright, while others may feel
protected by strong copyright.

Restrictions of another kind are imposed by censorship on the creation of art. The
practice of censorship is inherited from ancient times. As Tun-Jen Chiang and Richard
Posner (Chapter 10) point out, offensiveness, whether religious, political or scientific,
is a concept that exists in all countries, is not objective, and changes over time. It affects
markets directly, and may cause the emergence of informal or underground transactions
as a means of circumventing the censorship restrictions. The most obvious cases of
censorship are seen in literature and the visual arts, although theater and even music
have been affected at various times.

5. Arts and culture in the economy

We turn now to the role of arts and culture in the economy at large. At the outset we can
observe the structural transformations that have affected economies in the industrialized
world in recent times, loosely described as a transition from a manufacturing economy
to a services economy and onwards to an information or knowledge-based economy.
The so-called “new economy” which is emerging as this transformation process contin-
ues depends on increasingly rapid technological change in the communications sector.
In the new business environment that has evolved as a result of these developments,
creativity is seen as a key resource through which firms can maintain a competitive
edge. This in turn throws the spotlight on the creative industries as discussed above,
which are increasingly being promoted as primary sources of creative ideas to sustain
the expansion of the new economy. The revolutionary growth of the new economy has
profoundly affected the arts, as William Baumol (Chapter 11) argues. He points to the
wide-ranging opportunities that new communications technologies open up for artis-
tic creation, dissemination and preservation. In turn these developments raise pricing
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problems surrounding the trade-off between the encouragement of creativity and the
facilitation of dissemination.

Despite these changes, however, the interest of economists in the role of art and cul-
ture in the economy has focused on more traditional concerns — how does culture affect
economic performance in developed and developing countries, and what are the many
ramifications of the intersections between cultural and economic policy? We consider
these issues in the remainder of this section.

5.1. Culture in economic performance

If culture is defined as shared values and beliefs that identify and bind a group together,
its influence on economic performance in developed economies can be interpreted at
various levels corresponding to the extent of the group concerned, ranging from the in-
dividual firm or organization up to the level of the whole economy. The shared values
might influence the articulation of the group’s objectives and/or they might affect the
group’s economic efficiency in various ways — for example, does a shared Protestant
work ethic increase labor productivity in the firm or in the economy? Mark Casson
(Chapter 12) sees the culture of a group as being a particular type of public good
created by leaders and shared by their followers. This may set up a basis for compe-
tition between groups. He defines four key dimensions of culture (individualism vs.
collectivism, pragmatism vs. proceduralism, low-trust vs. high-trust, and high-tension
vs. low-tension) and shows how they influence economic performance, leading to the
rise and decline of organizations and of whole societies.

Somewhat similar remarks could be made about developing countries, where it might
be expected that shared values, beliefs and cultural practices of various sorts would
be closely related to economic performance. However, traditional development eco-
nomics has largely neglected culture as an element in economic development, most
writers either seeing culture as an obstacle to development or ignoring it altogether.
Paul Streeten (Chapter 13) argues that this situation has changed recently through a
shift in thinking from a goods-centered to a human-centered view of the development
process. Such a shift is consistent with a more holistic view of the developing economy,
in which economic, social, cultural and environmental systems are seen as interrelated;
in these circumstances economic and cultural development can be seen to advance hand
in hand. Streeten goes on to consider the role of conflict in bringing about social change,
the impacts of globalization on the cultures of developing countries, and the economic
significance of tourism in the Third World.

5.2. Cultural policy

Cultural policy is emerging as an increasingly significant component of government
policy formation at both national and international levels. There has been considerable
scholarly interest in cultural policy studies in recent years in several countries, but much
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of it derives from disciplines outside of economics.? Yet the intersections between cul-
tural and economic policy are extensive, including in the following areas:

e the prospects for the cultural industries as dynamic sources of innovation, growth

and structural change in the new economy, as discussed above;

e the appropriate levels for government support for the arts and culture, and the bal-

ance between direct (grant-related) and indirect (tax-related) means of support;

e trade policy in respect of cultural goods and services;

o the possibilities for public/private partnerships in the preservation of cultural her-

itage;

e the role of the arts and culture in employment creation and income generation in

towns and cities, especially those affected by industrial decline; and

e legal and economic questions concerning the regulation of intellectual property in

cultural goods and services, as discussed earlier.

At an international level, a newly-adopted UN convention on cultural diversity will, if
eventually ratified, have important implications for cultural policy in both the developed
and the developing world.

Having outlined the broad reach of cultural policy in general terms, we can go on to
point out that its coverage and its level of importance in national policy agendas vary
considerably between countries. In Europe, for example, there are substantial differ-
ences between countries in the volume of public resources they devote to the arts and
culture and in the ways those resources are deployed. Administrative structures also
vary, as Frederick van der Ploeg (Chapter 34) points out, ranging from arms-length
arts councils to full-scale Ministries of Culture. There are also sub-regional and supra-
regional interests in cultural policy in Europe; on the one hand sub-national regions with
distinctive cultural identities promote their own artistic and cultural endeavors, on the
other hand the European Union and the Council of Europe have interests in developing
pan-European cultural policies in various fields.

In the United States, by contrast, there has never been a great deal of interest in
the formulation of specific cultural policies at the central government level; rather the
major players in the formation and execution of direct public expenditure programs in
the arts and culture are located at sub-national levels of government. Nevertheless, as
Dick Netzer (Chapter 35) points out, the largest share of government support for the
arts and culture is provided indirectly, via tax concessions for gifts to not-for-profit
arts organizations and also via tax concessions to private owners of cultural heritage
buildings and sites. The role of tax incentives in stimulating cultural donations and
the significance of philanthropy as a characteristic of American life are discussed by
Mark Schuster (Chapter 36) and Stanley Katz (Chapter 37), respectively. Both authors
refer to the peculiarly American tradition of individual and corporate giving that has
sustained the growth of the arts in the United States for more than a century. Despite

3 See, for example, the collection of readings in Lewis and Miller (2003), which assembles articles drawn
from cultural studies journals and texts that focus on the political and social role of culture.
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the emergence of what many see as a distinctive and successful “American model” for
cultural support, Schuster warns that it may be difficult to replicate it in other countries
where institutional structures, income levels and tax-price responsiveness may differ
markedly from the US situation.

5.3. Some specific policy areas

In this section we take up four specific areas where cultural and economic policy in-
tersect: support for the arts; trade in cultural goods; heritage; and urban and regional
development issues.

First, as we noted in Section 1 above, the rationale for state support for the arts has
been one of the longest-running issues to be discussed in the literature of cultural eco-
nomics over the last 40 years. Despite the normative appeal of market-failure arguments,
the empirical evidence is by no means extensive, and positive theories of assistance may
be more useful in explaining levels and patterns of support actually observed in various
democratic countries around the world. One of the earliest contributions to the debate
was Alan Peacock’s (1969) classic paper on the welfare economics of public support
for the arts, and he returns to this question in the present volume (Chapter 32). Pea-
cock asks why, at a time when the trend is towards privatization in many sectors of the
economy, the provision of government grants, tax relief and regulatory protection con-
tinues in the arts and heritage industries. The answer, he suggests, lies in governments’
skepticism that consumers know what is best for them; in these circumstances producer
interests can exert a strong influence on government policy, with consequent effects on
both allocative and productive efficiency.

The second specific policy area of interest is cultural trade. Acheson and Maule
(Chapter 33) point out that there have always been international dimensions to cultural
production, consumption and exchange, with longstanding traditions of movements of
artists between countries, and of trade in cultural products. Nevertheless, the interests
of contemporary economists in this field have focused on a particular issue of grow-
ing concern — whether cultural goods and services such as movies, television programs,
magazines, etc. should be regarded differently from other merchandise in multilateral
and bilateral trade negotiations. On the one side are those who argue that free-trade prin-
ciples should apply universally, on the other are countries such as Canada and France
who believe their own cultural identities are threatened by allowing open access to cul-
tural products from other countries, especially from the US. Acheson and Maule suggest
that arguments for protection versus openness for cultural activities are more complex
and nuanced than for other economic sectors because of a wide range of views on how
international cultural policy affects individuals and the national culture.

Thirdly, we turn to cultural heritage. Policy in this area has until quite recently been
determined largely by cultural experts — archaeologists, anthropologists, museum cura-
tors, architectural historians, and so on. When economists first started asking questions
about the opportunity costs of resources used in heritage preservation, or how the ben-
efits of heritage were to be evaluated, their intrusion onto sacred ground was resented.
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Now, however, there appears to be a stronger sense that economists have methods for
analyzing heritage that can usefully inform policy-making processes, and that they are
not insensitive to the cultural values that heritage yields. In particular the concepts
of cultural capital and sustainability as discussed by Ilde Rizzo and David Throsby
(Chapter 28), hold promise for representing and analyzing heritage conservation deci-
sions in ways that link the economic and cultural dimensions of the problem. Valuation
methods for non-market benefits that have been developed in the field of environmen-
tal economics have found ready application to cultural heritage assets, emphasizing the
formal parallels between cultural and natural capital. The economics of cultural her-
itage is also particularly interested in policy-making processes in different jurisdictions,
for example, in analyzing the optimal level of decentralization of decision-making in
multi-jurisdictional systems.

An important means by which heritage is conveyed to the public is via museums,
whether these are art museums displaying moveable heritage items such a paintings,
sculptures and artifacts, or museums built around particular heritage buildings or sites.
The number of museums has increased dramatically in recent years, and so have num-
bers of visitors. But the objectives of museums are also becoming more diversified
and complex, as is stressed in the contribution by Bruno Frey and Stephan Meier
(Chapter 29). The question of “what should be maximized” is becoming more crucial
as organizations become more complex, and depends on whether a museum is private
or public. Increasing the number of visitors is certainly a legitimate objective, but in-
volves new challenges: rooms may be congested; services aimed at specific audiences
have to be developed, etc. The resulting choices have direct implications for entrance
fee policies, for the amount and diversity of funding (whether private or public), for
acquisitions, for the presentation of permanent collections and for special exhibitions.
Museums are generally wealthy, given the value of the assets they hold; at the same
time, they are poor, since their assets are frozen and operating costs are growing. Frey
and Meier discuss a number of issues related to museum economics including de-
accessioning (selling works from the collection), the role of superstar museums, and
the growing importance of blockbuster exhibitions.

The final cultural policy area to be considered here relates to the geographical lo-
cation of arts and cultural facilities and of cultural industries. Given the relatively
labor-intensive character of artistic production, and given also the role of the arts in
fostering social cohesion, it is not surprising that the establishment of arts facilities, etc.
has been seen as a means of urban revitalization and employment creation, especially in
depressed areas. The attention of economists in this field has been directed towards
quantifying the economic effects — both direct and indirect, tangible and intangible
— of such processes. Studies have looked at the short-run employment and income-
generating impacts of cultural facilities and events, and at the longer-term contribution
of the arts and culture to sustained regional growth and development. In reviewing this
field, Trine Bille and Giinther Schulze (Chapter 30) look at the culture/development
nexus from two points of view: they ask on the one hand how the arts and culture can
generate urban development, and on the other how regional economic growth can in-
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fluence the cultural sector. They point to agglomeration processes in cultural industry
location, a matter taken up by Walter Santagata (Chapter 31) in his exposition of the
phenomenon of “cultural districts”. In Santagata’s analysis, these are districts where
firms producing particular cultural goods tend to cluster, opening up the opportunity
for them to establish a collective intellectual property-right over their marketed output.
Experience in developed countries in the establishment of such rights may be taken to
indicate some potential for encouraging the formation of such cultural districts in the
developing world.

6. Conclusions

The overview of the economics of art and culture that I have presented in this chapter
has been intended to provide both an interpretation of the principal concerns of the field
of cultural economics, as well as an introduction to the various chapters in this volume.
Readers are now invited to turn to the chapters themselves, where they will find a much
fuller discussion of the issues touched upon only fleetingly above.

There are a number of topics that my co-editor and I decided not to treat in this
volume and that could, under a liberal interpretation of culture, have been included. An
obvious one is the economics of religion, an area that has been gaining some prominence
in recent years and that is pigeon-holed alongside the economics of art and culture under
the “Z” classification in the Journal of Economic Literature. The economics of language
is another area deserving of consideration, given the ubiquitous presence of language
in many types of economic interactions. More broadly, an extension of the concept of
culture further into popular culture than is attempted in this volume would open up the
economics of sport and a wider range of media issues, taking us into areas that are so
substantial they may well warrant separate volumes of their own.

Finally, it is worth noting that recent years have witnessed a steady expansion in
the number of economists taking an interest in the economics of art and culture. Most
chapters in this volume make suggestions for promising lines of future research; if these
suggestions are taken up we are likely to see a continuation of this expansion in the
future.
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Abstract

Attention to art and culture goes far back in the history of economic thought. In the sev-
enteenth century those activities were viewed suspiciously as likely to be either wasteful
extravagances of the aristocracy, or dangerous distractions for the working classes.
Eighteenth century economic thinkers offered more positive and thoughtful specula-
tions. Mandeville and Galiani observed that the prices of art works were determined
almost entirely on the demand side of the market, often by fashion and the search for
distinction. The Enlightenment economic thinkers were intrigued by various aspects of
art markets. Hume and Turgot perceived positive social benefits emerging from the arts,
and they attempted to understand of what these consisted. Smith picked up some of the
hints that were dropped and looked at art markets in a depth that had not been under-
taken before. Like some other Enlightenment thinkers, Smith pictured the arts as being
mainly about the imitation of perfection.

Jeremy Bentham, with his emphasis on utility as a tool by which both to understand
and judge market performance, insisted that the arts should not be distinguished from
other forms of entertainment: pushpin, he asserted, equals poetry. Other political econo-
mists followed Bentham’s lead and steered away from exploration of the economics of
the arts. To some extent the void thus created was filled by humanistic writers, novelists,
and essayists, notably Arnold, Ruskin, Dickens, and Morris, who were highly critical of
the industrialization of the period and the emerging discipline of political economy that
they perceived to go with it.

In the “marginal revolution” of the 1870s the Benthamite injunction against special
treatment for the arts was largely observed. At the same time, several of the new econo-
mists, notably William Stanley Jevons, became “closet esthetes”, enjoying their guilty
pleasures but not often subjecting the arts to economic analysis.

Disappointingly little concerning the arts and culture can be found in the distinctive
American economics of the late nineteenth and early twentieth century. There was al-
most a reversion to the seventeenth century view of the arts as the corrupt playthings of
the idle rich. However, something like a return to the rich speculation of the eighteenth
century Enlightenment occurred in the Bloomsbury Group that included the economist
John Maynard Keynes. They rejected “Benthamism” and distinguished between the
artistic experience and human consumption, and between the “imaginative life”” of the
mind and the biological activity of humans and other creatures. They discerned complex
effects of the arts throughout society and placed arts policy high on the policy agenda.
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1. Introduction

What may modern cultural economists learn from this chapter which reviews what ear-
lier, mainly English-speaking, authors have written about the economics of art and
culture? They may discover that their subject has roots that are far deeper than they
ever imagined. And some of these roots have vigorous life still. “Cultural economics”
came on the scene as a full-fledged sub-discipline of economics in the 1960s, marked
soon by a journal, an association and canonical texts such as Performing Arts: The Eco-
nomic Dilemma (1966) by W.J. Baumol and W.G. Bowen. In fact, however, many of the
topics addressed by these new cultural economists had been under discussion already
with greater or lesser sophistication for two centuries or more. The modern economist
may find in this disparate literature insights and interpretations that have continuing rel-
evance. Discovery and rehabilitation of some of these early texts may at a minimum
reduce the need to reinvent the wheel. It is sobering to reflect on how long economists
have struggled over some questions in cultural economics that now seem almost eternal:
How to recognize and specify externalities arising from activities in the arts? Are there
perhaps negative as well as positive externalities associated with the arts? Many in the
eighteenth and nineteenth centuries thought so! Is there something about the arts that
distinguishes their production and consumption from those of other goods that occur in
society? Or could it be that the arts are simply a complex category of consumption dom-
inated by conspicuous behavior and with its own collection of rent seekers? What forms
of patronage work best to sustain and stimulate the arts, if they do indeed have special
merit and deserve some sort of payment outside the market? What conditions strengthen
the creativity of artists? Can the free market, even under the best of competitive condi-
tions, be counted upon to sustain the arts and culture at levels approaching those that
are socially optimal? If not, what is the proper role for the state as supporter, planner,
and operator in this field? Is it possible that the best response of the state when faced
with entreaties from the arts is to “just say No”? Definitive answers to these questions
are not likely to emerge from an examination of the pre-history of cultural economics,
but some light may be cast.

The terms art and culture came into common use with their modern meaning only in
the late eighteenth century, and then as an evolution from earlier meanings. “Art” moved
from signifying a particular skill to “a set body of activities of a certain kind”, “a par-
ticular group of skills, the ‘imaginative’ or ‘creative’ arts” [Williams (1958, p. xv)].
At the same time “art came to stand for a special kind of truth, imaginative truth”.
“The arts — literature, music, painting, sculpture, theater — were grouped together, in
this new phrase, as having something essentially in common which distinguished them
from other human skills” (pp. xv, xvi). The word “culture” changed in rather the same
way as “art” from meaning the “tending of natural growth” to several other definitions
including “a general state or habit of the mind”, “the general state of intellectual devel-
opment, in a society as a whole”, “the general body of the arts”, and “a whole way of
life, material, intellectual and spiritual” (p. xvi). It must be remembered that at different
times all these various meanings were intended by writers on economics as well as on
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other topics over the several centuries spanned by this chapter. The chapter is broadly
chronological, beginning in the late sixteenth century and culminating around the mid-
dle of the twentieth, i.e. just prior to the emergence of the “modern” sub-discipline of
cultural economics referred to above.

2. The earliest years
2.1. Art and culture as luxury, waste and dissipation

Writers on economic topics before the middle of the eighteenth century were deeply
conscious of the problem of scarcity and the need for careful allocation of limited re-
sources. In a subsistence economy the price of waste could be starvation and death,
and at a minimum waste meant sacrificing an important alternative goal. Sometimes the
norm prescribed or implied for allocation of resources was achievement of the good
life, sometimes it was national power, and sometimes it was the smooth running of a
fast-developing market economy. For the most part economic writers appreciated that
resources when wisely used could feed the working class, sustain the state in its various
projects or adventures and permit the production of investment goods that would achieve
growth in the future. Art and culture had little place in this picture, except in a few cases
as means to some worthy end; they were at best an enigma and at worst an annoyance.
Could they, critics asked, be any more than the extravagance of the monarchy, the aris-
tocracy and the church, and therefore increasingly inconsistent with modernity? Were
they not, as the modern economist might ask, in all respects noxious and demeritorious
goods? Some early writers thought so — for various reasons. There was not organized
controversy in this literature on this subject as much as uninhibited, undisciplined and
somewhat random commentary.

Favorable attention was given from time to time to art and culture in the mercantilist
literature when it could be shown that domestic production of artworks would contribute
to a more favorable balance of trade, or when it was noted that domestic expenditures
on culture sustained employment during a recession. But attention sometimes was also
unfavorable. For example, in the 1730s there was a move to limit the number of play-
houses in London as a way to reduce the urban vice that was said to be corrupting the
nation. In the view of the pamphleteer Erasmus Jones, “the town” was fast becoming
“a forge of vanity, a nursery of vice, a snare to the young, a curse to the old, and a
perpetual spring of new temptations” [Jones (1736, p. 31)]. The arts were part of “our
pretended diversion, viz. horse-races, cockpits, tennis-courts, balls, assemblies, and mu-
sick entertainments, &c ... We are like so many bees in a garden, humming and roving
from one flower to another, foolishly endeavouring to keep up our course of pleasure,
by a continued succession, and circle of varieties” (p. 32). In this pamphlet commercial
activity is presented as the only virtuous activity outside the home, while the notorious
revels of the upper classes were the worst sort of vice. “Virtue only deserves the name
of business, and none but they that practice it, can be truly said to be employed; for all
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the world beside are idle” (p. 33). The arts necessarily suffered here by the division of
all human activity into the vigorous and virtuous on one side and the idle and vicious
on the other; they were placed unambiguously in the latter category.

Before the emergence of an economics discipline at the end of the eighteenth century,
writers on economic topics often focused on the “passions” that supposedly motivated
human action in markets as elsewhere. For the most part they perceived an inevitability
about these passions that made it difficult to constrain, control, or balance them. How-
ever, to complicate the matter the passions — and the vices to which they sometimes gave
rise — clearly helped to make the world go round or at least the economy to perform, and
it might be dangerous to meddle with them. Bernard Mandeville’s recipe for economic
growth depended heavily on arousing and harnessing the passions, among which envy,
pride and covetousness loomed large. “Would you render a society of men strong and
powerful, you must touch their passions. Divide the land, tho’ there be never so much to
spare, and their possessions will make them covetous: rouse them, tho’ but in jest, from
their idleness with praises, and pride will set them to work in earnest. Teach them trades
and handicrafts, and you’ll bring envy and emulation among them ...” [Mandeville
([1732] 1924, 1, p. 184)].

Envy and emulation were seen by Mandeville as the forces that drove the art mar-
kets in particular: “the worldly-minded, voluptuous and ambitious man, notwithstanding
he is void of merit, covets precedence every where, and desires to be dignify’d above
his betters: He aims at spacious palaces, and delicious gardens; his chief delight is in
excelling others in stately horses, magnificent coaches, a numerous attendance, and
dear-bought furniture ... His table he desires may be served with many courses, and
each of them contain a choice variety of dainties not easily purchased, and ample evi-
dences of elaborate and judicious cookery; while harmonious musick and well couched
flattery entertain his hearing by turns” (p. 148). In Mandeville’s cynical eyes at least, the
arts were not distinguishable in their role in the economy or greater in social importance
than extravagant modes of transport, cuisine, and even flattery as means of responding
to the demands for emulation.

Mandeville observed that exercise of the various passions through extravagant en-
couragement of the fine arts was happily less injurious to the health of the individual
than the alternatives. Given the choice of “Wine, Women and Musick”, the well-advised
wastrel following Mandeville’s suggestion chose the third. Identification of the fine arts
with the luxurious vices rather than with virtues practiced in the market place, and hence
seeing them as a waste of scarce resources, guaranteed them low status in the eyes of
commentators on economic questions. John Bodin carried out a useful exercise in 1606
to spell out “in what order citizens are to be placed” in the “ceremonies of every city”,
thereby establishing their social value. He recommended of course that in the front row
should stand the monarch, followed by the clergy, senators, generals in the army, and so
on. In the back there would be a motley crew, among whom would be the artists [Bodin
([1606] 1962, p. 402)].
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2.2. Early reflections on price, patronage and externalities

Bodin, Mandeville, and Galiani were among the first to speculate about the determi-
nants of the prices of art works. The general tenor of their comments was that all luxury
goods, unlike subsistence goods which made up most of national product at the time
and whose prices reflected their costs, were simply frivolous and their value was so-
cially determined on the demand side. Bodin observed that luxuries rose in price when
they were favored by the king because of his patronage and for no reason inherent in
the things themselves: “The people conform always to the wish of the king, and conse-
quently esteem and raise in price everything that the great lords like, though the things
of themselves are not worth that valuation; for example, the Emperor Caracalla gave
an inestimable worth to yellow amber, as history says, because it was like the color of
the hair of his sweetheart” [Bodin ([1578] 1947, p. 34)]. Anticipating the comments
of Thorstein Veblen on conspicuous consumption more than three hundred years later,
Bodin went on to note that: “when the great lords see that their subjects have an abun-
dance of things that they themselves like, they begin to despise them ... This goes to
show that the abundance of pearls has caused them to be disregarded, and from the in-
difference has come the low price” (p. 35). Improvidence among the rich was another
reason for the relatively high price of luxuries, including works of art. In the case of
precious textiles “The high price comes from the waste; for we are not content to dress
the rascals and lackeys with it, but also we cut it up in such a manner that it cannot last
nor serve but one master” (p. 36). Since the high prices of luxurious consumption goods
were one of their attractive features for those who wished to demonstrate their wealth
there were few pressures to constrain costs. “It is true that the excesses helped much to
raise the price of food; for the rich, it is found, sometimes did not know how to spend
their means; a thing that happened to Aesop, the tragedian, who to sharpen his appetite,
had himself served a dish that cost fifteen thousand crowns, full of singing nightingales,
starlings, blackbirds, and other birds, which had learned to talk, though such birds were
unsavory and not tasty: however, the cost gave them a good taste” (p. 41).

Mandeville concluded that four factors were most powerful in determining the prices
of art works: the fame of the artists, the reputation of their owners, their scarcity, and
their faithfulness to nature. He wrote:

The value that is set on paintings depends not only on the name of the master and
the time of his age he drew them in, but likewise in a great measure on the scarcity
of his works, and what is still more unreasonable, the quality of the persons in
whose possession they are as well as the length of time they have been in great
families ... Notwithstanding all this, I will readily own, that the judgment to be
made of painting might become of universal certainty, or at least less alterable and
precarious than almost anything else: the reason is plain; there is a standard to go
by that always remains the same. Painting is an imitation of nature ([1732] 1924,
I, p. 326).
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And not only real nature, but nature with a positive spin! “It is not nature, but agree-
able nature, la belle nature, that is to be represented; all things that are abject, low, pitiful
and mean, are carefully to be avoided, and kept out of sight; because to men of the true
taste they are as offensive as things that are shocking, and really nasty” (II, p. 33).

Galiani had two things to say about the determinants of price in the fine arts. The first
concerned the force of fashion. “The power of fashion applies wholly to the beautiful,
not at all: to the useful ... The beautiful is of two classes: one is based upon certain
ideas, which are engraved upon our mind from the beginning; the other, though it does
not seem so, is merely an habituation of the senses, which makes a thing appear beauti-
ful. It is only over this second class, which is considerably larger than the first, that the
power of fashion extends” ([1751] 1930, p. 295). Galiani’s second observation about the
prices of artworks concerned those that could be described as “unique, and monopolies,
that is either things for which there is no substitute, such as the Venus de Medici, or
those which become unique because there is only one seller” (p. 295). Galiani denied
that the price of these goods was either “infinite” or “indefinite” “for I hold that every
human thing possesses order and limits, and that the indefinite is no less foreign to them
than the infinite. They have these limits, then: that their price always corresponds to
the needs or desires of the buyer and the esteem of the seller combined, and forming a
compound ratio. Hence it is that the value of a unique thing may sometimes be equal
to nothing; and it is always governed by rule, though it may not be the same under all
conditions” (pp. 295-296).

Mandeville argued that, at least among the fine arts, painting was concerned mainly
with the magnificence and sensibilities of aristocratic patrons. “The painter has nothing
to do with the truth of the history; his business is to express the dignity of the subject,
and in compliment to his judges, never to forget the excellency of our species: All his
art and good sense must be employ’d in raising that to the highest pitch: Great masters
don’t paint for the common people, but for persons of refin’d understanding” ([1732]
1924, 11, p. 35). The arts in general should represent moral principle more than an ac-
curate reflection of nature or events. “There is a grandeur to be express’d in things that
far surpasses the beauties of simple nature ... What gentle touches, what slight and
yet majestick motions are made use of to express the most boisterous passions. As the
subject is always lofty, so no posture is to be chosen but what is serious and significant
as well as comely and agreeable; should the actions there be represented as they are in
common life, they would ruin the sublime, and at once rob you of all your pleasure”
(I, pp. 36-37). Of special relevance to those concerned about the condition of social
relations, the arts showed promise of modulating the human passions. In this interpre-
tation by Mandeville the arts began to lose their reputation as always the companion of
vice and dissipation and to emerge as, perhaps, a path to virtue. The opera, with the op-
portunity it presented for moral lessons set to music, was a prime case in point. “There
is no place, where both sexes have such opportunities of imbibing exalted sentiments
and raising themselves above the vulgar, as they have at the opera; and there is no other
sort of diversion or assembly from the frequenting of which young persons of quality
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can have equal hopes of forming their manners, and contracting a strong and lasting
habit of virtue” (II, p. 40).

3. The eighteenth century: Imitation and imagination in the Enlightenment
3.1. David Hume

A fresh approach to the fine arts appeared around the middle of the eighteenth century
in the works of David Hume and Anne Robert Jacques Turgot. Hume rejected what he
took to be the prior consensus that all “luxury”, including the fine arts, was necessarily
wasteful and vicious. He argued that depending on what form it took luxury could be
either virtuous or vicious, socially beneficial or pernicious. “Luxury is a word of an
uncertain signification, and may be taken in a good as well as in a bad sense. In general
it means great refinement in the gratification of the senses; and any degree of it may be
innocent or blamable, according to the age, or country, or condition of the person. The
bounds between the virtue and the vice cannot here be exactly fixed, more than in other
moral subjects” [Hume ([1752] 1965, p. 48)]. In order to make the distinction between
vicious and virtuous luxury Hume developed a line of argument that was to become in-
fluential in the humanities and the arts in the nineteenth and twentieth centuries, but in
its attempt to establish the arts as exceptional would for the most part be rejected by the
economics discipline. It was easy enough to demonstrate, Hume observed, that luxuri-
ous living carried to extremes was both wasteful and socially pernicious. But how about
“innocent” luxury that included partaking of literature and the fine arts? From his histor-
ical studies Hume observed that “the ages of refinement are both the happiest and most
virtuous” (p. 49). Moreover, achievements in the arts went along with accomplishments
in other areas such as the economy and were not competitive with them. “The same age
which produces great philosophers and politicians, renowned generals and poets, usu-
ally abounds with skilful weavers, and ship-carpenters ... Thus industry, knowledge,
and humanity, are linked together, by an indissoluble chain, and are found, from expe-
rience as well as reason, to be peculiar to the more polished, and what are commonly
denominated, the more luxurious ages” (pp. 50-51). Indeed luxury seemed to provide
some of the innocent incentives for economic development to proceed briskly: “where
luxury nourishes commerce and industry, the peasants by a proper cultivation of the
land, become rich and independent” (p. 56).

But it remained to be explained how luxury actually achieved these good results
through time. Hume concluded that the answer lay in the psychological impact the in-
nocent luxuries had on human behavior. “The mind acquires new vigor; enlarges its
powers and faculties; and by an assiduity in honest industry, both satisfies its natural
appetites, and prevents the growth of unnatural ones, which commonly spring up, when
nourished by ease and idleness. Banish those arts from society, you deprive men both of
action and of pleasure ...” (p. 50). Hume found the taste for innocent luxuries, includ-
ing the fine arts, to be closely linked to the level of contribution to private and public
life.
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But industry, knowledge, and humanity, are not advantageous in private life alone;
they diffuse their beneficial influence on the public and render the government as
great and flourishing as they make individuals happy and prosperous. The increase
and consumption of all the commodities, which serve to the ornament and pleasure
of life, are advantages to society; because at the same time that they multiply those
innocent gratifications to individuals, they are a kind of storehouse of labor, which,
in the exigencies of the state, may be turned to the public service. In a nation
where there is no demand for such superfluities, men sink into indolence, lose all
enjoyment of life, and are useless to the public, which cannot maintain or support
its fleets and armies from the industry of such slothful members (pp. 51-52).

The arts, Hume concluded, meaning both the fine arts and all forms of human inquiry,
had not only these positive economic externalities; they had political externalities as
well and, indeed, were essential to a democracy. “The liberties of England, so far from
decaying since the improvements in the arts, have never flourished so much as during
that period . . . If we consider the matter in a proper light, we shall find, that a progress
in the arts is rather favorable to liberty, and has a natural tendency to preserve, if not
produce a free government” (p. 55). The arts and learning were critical to nurturing
those psychological characteristics essential for civic virtue. “Here then is the chief
triumph of art and philosophy: it sensibly refines the temper, and points out to us those
dispositions which we should endeavour to attain, by a constant bent of mind, and by
repeated habit” [Hume (1825, p. 168)]. Hume’s general conclusion seems to be that
although the arts might be mildly vicious in their detraction from the production of
more useful goods and services, they made important contributions by controlling other
more damaging vices such as indolence and brutality.

3.2. Anne Robert Jacques Turgot

Like Hume, Turgot was intrigued by the differing rates of progress among nations and
he speculated that the explanation might be in “the origin and growth of the arts and
sciences and the revolutions which have taken place in them” [Turgot ([1750] 1973,
p- 42)]. He concluded that success in the accumulation of what we would call today
intellectual capital was the key to economic and political development. In the same way
as Hume, Turgot drew his insight more from history than from models of economic and
social behavior. In the case of economic growth he wrote: “nature, distributing her gifts
unequally, has given to certain minds an abundance of talents which she has refused to
others. Circumstances either develop these talents or allow them to become buried in
obscurity; and it is from the infinite variety of these circumstances that there springs
the inequality in the progress of nations” (p. 43). Turgot used the history of ancient
Greece to demonstrate that artistic and intellectual progress lay at the heart of social
development. Indeed, the arts usually came first before the humanities. “It was only
after several centuries that philosophers appeared in Greece — or rather it was only then
that the study of philosophy became the business of particular thinkers and appeared
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sufficiently extensive in its scope to occupy them fully. Until then, the poets had been
at the same time the only philosophers and the only historians. When men are ignorant
it is easy to know everything” (p. 49). It was essential to the maintenance of Greek
success that the fine arts retained their position of prominence. “Happy centuries, in
which all the fine arts spread their light on every side, and in which the passion of a
noble emulation was swiftly transmitted from one city to another! Painting, sculpture,
architecture, poetry, and history grew up everywhere at the same time, as we see in the
expanse of a forest a thousand different trees springing up, growing, and being crowned
together” (p. 50).

No longer in Hume or Turgot is there any suggestion, as there had been in economic
writers a hundred years before, that the fine arts are simply a particular kind of waste-
ful luxury; waste and corruption were a possibility in the fine arts, as they were in all
human activities, but no more so. Turgot observed that through history “blind luxury,
which, born of vanity, and judging works of art less as objects of taste than as sym-
bols of opulence, is as opposed to their perfection as a civilised love of magnificence is
favourable to it” (p. 52). Turgot drew an intriguing distinction between the sciences and
the arts. Progress in the former, he suggested, was limited only by the cleverness of a
few scientists acting as detectives to discover and proclaim the laws of nature. The arts
on the other hand were constrained by the talent, imagination, and training of the entire
artistic community: “Knowledge of nature and of truth is as infinite as they are: the arts,
whose aim is to please us, are as limited as we are. Time constantly brings to light new
discoveries in the sciences; but poetry, painting, and music have a fixed limit which the
genius of languages, the imitation of nature, and the limited sensibility of our organs
determine, which they attain by slow steps and which they cannot surpass. The great
men of the Augustan age reached it, and are still our models” [Turgot ([1750] 1973,
p- 52)]. It is not clear that Turgot’s distinction between the sciences and the arts can be
sustained, but it does provide a case for education in and support for both these areas of
human endeavor.

Turgot concluded from his historical studies that patronage of the arts was as critical
to their development as was creativity within them. “Immortal names of the Medici, of
Leo X, of Francis I, be consecrated for ever! May the patrons of the arts share the glory
of those who cultivate them!” (p. 57). He saw troubled times ahead for the traditional
patrons of the arts, but he was optimistic that out of turmoil new sources of demand
would appear: “do the flowered stems of the fine arts grow when they are watered with
blood? A day will come, and it is not far off, when they will beautify all the countries
of Europe” (p. 57).

When he concluded that the cultural evolution of mankind helped to explain progress
in all spheres including the economy, Turgot was led to explore an anthropological
explanation of the emergence of the fine arts. He thought that they began with music,
dance and poetry, which had “their source in the nature of man. Created to live in society,
his joy manifests itself externally: he leaps and shouts. A common joy expressed itself
in swaying movements, in leaps, and in simultaneous and confused shouts. Little by
little people became accustomed to leap in a similar manner; the steps were marked
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by sounds; and the latter were separated by regular intervals. The ear, with very little
experience, and by following nature alone, learned to appreciate the primary relations
between sounds. When it was desired to communicate the reason for one’s joy in words,
these were arranged according to the beat of the sounds. This was the origin of dance,
of music, and of poetry, which was at first written in order to be sung” (p. 91). So also
did philosophy emerge out of fiction. “The poverty of languages, and the necessity for
metaphors which resulted from this poverty, led to the employment of allegories and
fables to explain physical phenomena. They are the first steps of philosophy, as can still
be seen in India” (p. 92). It was a similar story in the visual arts. “The arts of design,
sculpture, and painting have many connections with poetry in the feelings which the
artist experiences, and in those which he strives to communicate. They had a natural
origin in the desire to preserve historical or mythological records; and genius in this
sphere was heightened by that patriotic or religious zeal which sought to express with
feeling, depth, and force the ideas and memories which these records were bound to
recall” (p. 93).

Like Hume, Turgot suggested that progress in the arts, just as in other parts of the
economy, required competition among as many aspirants as possible, a kind of evolu-
tionary struggle that needed the presence of the unfit as well as the fit. For this there
must be a sustained demand and ““a market for pleasing objects and the employment of
second-rate artists, among whom the great artists who shine out from them are formed”
(p- 103). He contrasted the conditions for painters in several countries. “The Italians,
the French, and the Flemish, and a very small number of Germans and Spaniards, have
been the only ones to be successful in this art. The reason for this is that the English
pay only for good pictures. By banning images from the churches, they deprived them-
selves of the means of supporting bad pictures, and even second-rate ones. And in all
crafts where bad workers cannot gain a livelihood, and second-rate workers are not
comfortably off, great men are not created” (p. 103n). The charge that the Reformation
in England had paralyzed the art market and destroyed the industry by terminating the
demand for run-of-the-mill pictures became a frequent subject for discussion in Britain
thereafter.

Turgot found that conspicuous consumption was not a sound basis for patronage of
the arts and was potentially destructive of artistic quality. When this element was domi-
nant the arts were likely to be characterized by waves of fashion and technical virtuosity
rather than by genuine creativity. Turgot’s words on this point have a strikingly modern
ring. “Extravagant luxury, where vanity causes ornaments to be accumulated because it
regards them less as ornaments than as symbols of affluence, smothers taste. Men no
longer seek for the pleasure which things afford to the senses and the mind; they no
longer search their own hearts. They no longer listen to anything but fashion. The sure
way to judge badly in any sphere is not to judge with one’s eyes. When each individual
judges, the multitude judges well, because its judgement is that of a large number of
people; but when no one does anything but listen, the multitude judges badly. Another
cause of bad taste was often the progress of technique in the arts. Men are always liable
to mistake the difficult for the beautiful” (pp. 103-104).
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Turgot was above all a social theorist rather than an empiricist and his writings are
replete with speculations about the economics of the arts that might have been carried
further by others and perhaps subjected to empirical test. Here is one more example. He
suggested that the quality of the works of art that were produced at any time were deter-
mined by among other things the challenge presented by the materials available to the
artist. For painters the challenge grew dramatically when their palette moved from black
and white to polychrome materials. Great artists met this challenge successfully while
lesser ones fell by the wayside. Similarly the quality of the literary arts depended upon
the condition of the language in which writers worked. A complex language weeded
out the weak but stimulated the strong. “The multiplicity of abstract ideas which our
languages express, and which enter into our analogies, demand great dexterity in their
employment. That is the disadvantage of perfected languages” (p. 112).

What economists nowadays think of as “demand” was often called “taste” in the
eighteenth century, and Turgot reminded his readers that especially in the arts taste must
be sustained consistently over an extended period. Great art was seldom a flash in the
pan. “No art whatever can be cultivated during a long succession of centuries without
passing through the hands of several inventive minds” (p. 116). A problem for the arts
was that they were subject to great waves of fashion, and a variety of causes could lead
to loss of demand. “Artistic taste can be lost as the result of a multitude of purely moral
causes. The diffusion of a spirit of apathy and softness in a nation, pedantry, contempt
for men of letters, eccentricity in the tastes of princes, tyranny, and anarchy can corrupt
it” (p. 117).

3.3. Adam Smith

Adam Smith was exceptionally widely read and was thus able to draw from his prede-
cessors and contemporaries when constructing his own analysis of the arts and culture.
In the aesthetics that he set forth in The Theory of Moral Sentiments ([1759] 1976) he
seemed to draw more from Mandeville than from his “never to be forgotten” teacher
Hutcheson. But like Hutcheson (1729), Smith was particularly intrigued by the demand
side of art markets. Why, he wondered, do people buy art? He thought that “notions of
beauty and deformity” that presumably motivated buyers were affected especially by
“custom and fashion, principles which extend their dominion over our judgments con-
cerning beauty of every kind” [Smith ([1759] 1976, p. 194)]. These principles applied
to all the arts. “Dress and furniture are allowed by all the world to be entirely under the
dominion of custom and fashion. The influence of these principles, however, is by no
means confined to so narrow a sphere, but extends itself to whatever is in any respect
the object of taste, to music, to poetry, to architecture” (p. 195). Humans were natu-
rally unwilling to concede that their responses to works of art were socially rather than
individually determined, but it was true all the same. “Few men therefore are willing
to allow, that custom or fashion have much influence upon their judgments concerning
what is beautiful, or otherwise, in the productions of any of those arts; but imagine,
that all the rules, which they think ought to be observed in each of them, are founded
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upon reason and nature, not upon habit or prejudice. A very little attention, however,
may convince them of the contrary ...” (p. 195). The dominant place of fashion in the
arts gave much importance to successful innovators. “An eminent artist will bring about
a considerable change in the established modes of each of those arts, and introduce a
new fashion of writing, music, or architecture” (p. 197). Smith cited the authority of
“a learned Jesuit father Buffier” on the power of fashion in determining demand: “the
beauty of every object consists in that form and colour, which is most usual among
things of that particular sort to which it belongs” (p. 198).

Turning from the demand to the supply side of art markets, Smith observed that great
artists seemed to develop a notion of “ideal perfection” in the arts and that they pursued
and used this ideal as a goal and standard toward which they aspired even while knowing
they would never achieve it.

In all the liberal and ingenious arts, in painting, in poetry, in music, in eloquence,
in philosophy, the great artist feels always the real imperfection of his own best
works, and is more sensible than any man how much they fall short of that ideal
perfection of which he has formed some conception, which he imitates as well as
he can, but which he despairs of ever equaling. It is the inferior artist only, who
is ever perfectly satisfied with his own performances. He has little conception of
this ideal perfection, about which he has little employed his thoughts; and it is
chiefly to the works of other artists, of, perhaps, a still lower order, that he deigns
to compare his own works (p. 248).

Notwithstanding the fact that great artists recognized imperfection in their work,
Smith did observe a dangerous conceit among some of those who had achieved most
success with the public. “Great success in the world, great authority over the sentiments
and opinions of mankind, have very seldom been acquired without some degree of this
excessive self-admiration” (p. 250). If not controlled, this self-admiration could lead to
“a vanity that approached almost to insanity and folly” (p. 250).

In the Wealth of Nations Smith did not single out the arts and culture as a special topic
for attention. However he did touch upon them quite often when dealing with other sub-
jects. On the question of what determined the demand for luxury products of all kinds
he was even more cynical than he had been in his discussion of the force of custom
and fashion in Theory of Moral Sentiments. The desire for emulation was predominant.
When he discussed prices for articles made from precious metals he observed that “The
merit of their beauty is greatly enhanced by their scarcity” ([1776] 1976, p. 190). Then
follows a passage that may have influenced Veblen in developing the notion of conspic-
uous consumption:

With the greater part of rich people, the chief enjoyment of riches consists in the
parade of riches, which in their eyes is never so compleat as when they appear
to possess those decisive marks of opulence which nobody can possess but them-
selves. In their eyes the merit of an object which is in any degree either useful or
beautiful, is greatly enhanced by its scarcity, or by the great labour which it re-
quires to collect any considerable quantity of it, a labour which nobody can afford
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to pay but themselves. Such objects they are willing to purchase at a higher price
than things much more beautiful and useful, but more common. These qualities of
utility, beauty, and scarcity, are the original foundation of the high price of those
metals, or of the great quantity of other goods for which they can every where be
exchanged (pp. 190-191).

When he discussed the determination of the supply price for labor, Smith noted the
need for compensating differentials in the wages of various occupations to cover such
costs as education. He gave artists as examples as well as the learned professions. “Ed-
ucation in the ingenious arts and in the liberal professions, is still more tedious and
expensive. The pecuniary recompence, therefore, of painters and sculptors, of lawyers
and physicians, ought to be much more liberal: and it is so accordingly” (p. 119). Spe-
cial compensation for trust was also due some artists. “The wages of goldsmiths and
jewelers are every-where superior to those of many other workmen, not only of equal,
but of much greater ingenuity; on account of the precious materials with which they
are intrusted” (p. 122). On the other side of the ledger “public admiration” was for
some artists a substantial part of the compensation they required to carry on their arts:
“in poetry and philosophy it makes almost the whole” (p. 123). Yet the theater, opera,
and dance also provided Smith examples that were the opposite of poetry and philos-
ophy, where compensation for public obloquy was required to attract artists to these
occupations. “The exorbitant rewards of players, opera-singers, opera-dancers, &c. are
founded upon these two principles: the rarity and beauty of the talents, and the discredit
of pursuing them in this manner” (p. 124).

On the question of productive versus unproductive labor, Smith observed that in gen-
eral “The labour of some of the most respectable orders in the society is, like that of
menial servants, unproductive of any value, and does not fix or realize itself in any per-
manent subject, or vendible commodity, which endures after that labour is past, and
which for an equal quantity of labour could afterwards be procured” (p. 330). These
orders included public servants and the military, and “In the same class must be ranked,
some of the gravest and most important, and some of the most frivolous professions:
churchmen, lawyers, physicians, men of letters of all kinds; players, buffoons, musi-
cians, opera-singers, opera-dancers, &c. The labour of the meanest of these has a certain
value, regulated by the very same principles which regulate that of every other sort of
labour; and that of the noblest and most useful, produces nothing which could after-
wards purchase or procure an equal quantity of labour. Like the declamation of the
actor, the harangue of the orator, or the tune of the musician, the work of all of them
perishes in the very instant of its production” (p. 331). In this distinction Smith empha-
sized that the results of unproductive labor did have legitimate value; they were simply
intangible and could not lead directly to capital accumulation and growth. At the same
time his use of words like “frivolous” and “meanest” to designate the arts harked back
to the denigration of the Mercantilist pamphleteers.

In his later life Smith turned more seriously to the study of the fine or “imitative”
arts as he called them. An essay by him on the subject was published posthumously
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in his Essays on Philosophical Subjects. The relationship between the arts and imita-
tion, a subject discussed by Aristotle in his Poetics, remained a puzzle for 18th century
thinkers. Smith’s essay reads like the musings of someone who has not himself had
many aesthetic experiences but knows others who have had and wishes to understand
them. He extends Hutcheson’s (1729) notions that the arts are mainly about imitation,
but like Burke ([1757] 1869) he stresses that they are not simply about copying; the
arts involve the search for resemblance in a wider sense. “In Painting, the imitation
frequently pleases, though the original object be indifferent, or even offensive” ([1795]
1980, p. 179). The interpretation that involves imitation often upgrades the original sub-
ject: “art cannot, without degrading itself, stoop to represent any thing that is offensive,
or mean, or even indifferent” (p. 179). For imitation to be pleasing it is necessary for
there to be sufficient disparity between “the imitation and the imitated object”. This
is why artistic success is harder to achieve in sculpture than in painting where all the
colors of the palette are available to introduce variation (p. 180).

In this essay Smith returned to a point he had made in Wealth of Nations, that the arts
could be addressed to various audiences, on the one hand to “the prudent and the wise”,
and on the other hand “to the rich and the great, to the proud and the vain” (pp. 182-
183). With the latter “we ought not to wonder if the appearance of great expence, of
being what few people can purchase, of being one of the surest characteristics of great
fortune, should often stand in the place of exquisite beauty, and contribute equally to
recommend their productions. As the idea of expense seems often to embellish, so
that of cheapness seems as frequently to tarnish the lustre even of very agreeable ob-
jects” (p. 183). Smith used the case of topiary in different countries to demonstrate how
relative costs and prices affected demands for works of art by the “proud and vain”.
In France low agricultural wages had made topiary widely available and therefore no
longer able to signal great wealth. In England by contrast “Such ornaments, not having
in that country been degraded by their vulgarity, have not yet been excluded from the
gardens of princes and great lords” (p. 184).

In the second part of his Essay on the Imitative Arts Smith made what would become
an heretical assertion for most later economists, that the products of the imitative arts
are a distinctive feature of human civilization. Moreover the pattern of artistic produc-
tion changes with the progress of mankind. Like Turgot he offered an anthropological
hypothesis. First came music and dance: “In the progress of art and improvement they
are, perhaps, the first and earliest pleasures of his own invention” ([1795] 1980, p. 187).
But among the products of civilization these were inferior goods whose relative demand
decreased with progress; they were too time-consuming for advanced societies: “In civ-
ilized nations, the inferior ranks of people have very little leisure, and the superior ranks
have many other amusements; neither the one nor the other, therefore, can spend much
of their time in Music and Dancing. Among savage nations, the great body of the people
have frequently great intervals of leisure, and they have scarce any other amusement;
they naturally, therefore, spend a great part of their time in almost the only one they
have” (p. 187). The third of “those three sister Arts” that appeared in civilized societies
after music and dance was poetry, an art form that demanded more of the artist and
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the listener. “Poetry, however, is capable of expressing many things fully and distinctly,
which Dancing either cannot represent at all, or can represent but obscurely and imper-
fectly; such as the reasonings and judgments of the understanding; the ideas, fancies,
and suspicions of the imagination; the sentiments, emotions, and passions of the heart.
In the power of expressing a meaning with clearness and distinctness, Dancing is supe-
rior to Music, and Poetry to Dancing” (p. 189). Smith proposed here a stage theory of
cultural development and a qualitative hierarchy, somewhat parallel to his well-known
stage theory of economic growth.

Smith explored in some depth the particular imitative powers of the various arts so as
to discover why people patronize one art form over another. He found music limited in
some respects but still more evocative than painting. “This power of exciting and vary-
ing the different moods and dispositions of the mind, which instrumental Music really
possesses to a very considerable degree, has been the principal source of its reputation
for those great imitative powers which have been ascribed to it” (p. 198). Music sim-
ply did not have the dimensions to imitate in any depth. “Instrumental Music, however,
without violating too much its own melody and harmony, can imitate but imperfectly the
sounds of natural objects, of which the greater part have neither melody nor harmony”
(p- 200). Indeed, Smith seemed to wonder whether the metaphor of artistic creation as
a process of imitation broke down in the case of music. “That music seldom means to
tell any particular story, or to imitate any particular event, or in general to suggest any
particular object, distinct from that combination of sounds of which itself is composed
... The subject of a composition of instrumental Music is a part of that composition:
the subject of a poem or picture is no part of either” (p. 205).

Smith’s observations about the fine arts were less systematic and confident than his
pioneering work on the general principles of market behavior. But he was thoroughly
intrigued by them, and like Hume and Turgot he was certain that they were a legitimate
subject for social inquiry.

4. Classical economics: The shadow of Bentham

Considering the rich and suggestive menu of topics in the economics of art and culture
left by Turgot and Hume and especially by Adam Smith, it is surprising how little was
done with the subject by political economists in the nineteenth century. J.R. McCul-
loch’s comprehensive review of The Literature of Political Economy in 1845 mentioned
the arts and culture not at all [McCulloch ([1845] 1938)]. The explanation for this si-
lence may lie at two levels: first, the context of social relations and policy controversies
of the time and second, the methodological issues that were arising in the emerging
discipline of political economy.

In the nineteenth century many areas of inquiry evolved from being the undisciplined
playground of amateurs, aristocrats, clerics and others to become rigorous sciences
with accepted rules of procedure, authorities, professional journals and societies, and a
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growing presence in university faculties and curricula. This was true of geology, anthro-
pology, and the biological sciences, to mention only a few. Political economy also joined
in the search for scientific status, a search that suggested amongst other requirements
the need for simple and generalizable models of explanation and prediction. Exceptions
had to be kept to a minimum to keep a paradigm viable, and when exceptions were pro-
posed every effort had to be made to keep them inside the disciplinary tent. In the moral
or social sciences, of which political economy was perhaps the strongest exemplar, the
search for universal “laws” of behavior for the units under study led naturally to the
postulation of optimizing and self-interested human beings. Any suggested exceptions
to this postulate were in danger of threatening the scientific claims of the discipline.
The speculations about the unique nature of aesthetic experience by the Enlightenment
thinkers were exactly the sort that if accepted might throw into question the scientific
legitimacy of political economy.

The threat perceived by the political economists to the scientific claims of their dis-
cipline from the Enlightenment approach to culture and the arts can be seen clearly in
the writings of Jeremy Bentham, and especially in his The Rationale of Reward, pub-
lished first in French, and in English in 1825. From his first reading of the Wealth of
Nations Bentham argued for limiting the exceptions to Smith’s powerful market model.
He claimed that except for a few very limited cases like patents and copyrights the
state should avoid arranging for anyone to receive more than what the free market pro-
vided; the correct rationale for reward in almost all circumstances should be that free
markets provided it automatically. The world was full of false claimants who argued
for special treatment from government over and above what the market would provide.
They should be resisted, argued Bentham, even in those special circumstances recom-
mended by Smith such as the colonies and the capital markets. He observed that the arts
contained an especially vocal collection of special pleaders who argued that they were
distinctly different from other claimants and deserved favoritism. Bentham reported that
for the most part he was not persuaded by these claims. He began by making a charge
that was repeated often in the twentieth century, namely that public expenditures on the
arts were usually regressive in their effects on the distribution of income and wealth.
The rich despoiled the poor so that they could indulge their extravagant tastes. He con-
demned “Expenditure, of money, on articles, for the accommodation or amusement of
the comparatively opulent few, at the expense of all, including, in prodigiously greater
number, the unopulent many, who are incapable of participating in the benefit: produc-
tions of the fine arts, for instance . ..” [Bentham (1962, 11, p. 251)].

Poetry was a frequent and symbolic target for Bentham because a case was regularly
made for its public support and because it appeared to him to be a quintessential case
of an art form that should be able to stimulate its own adequate reward from the joy it
was supposed to give to the poet and the patron. “There are some countries in which
the relish for literature is confined to such small numbers, that it may, upon the whole,
be beneficial to encourage it by factitious rewards. But if we consider how intense are
the enjoyments of the man born with poetic talents, the sudden reputation which they
produce, and the ample profit they often yield, especially in the dramatic line, it will
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be found that the natural rewards attached to them are far from being inconsiderable”
(IL, pp. 212-213). Bentham juxtaposed the fanciful structure of poetry to the hard facts
and essential usefulness of science. “Happiness depends upon the correctness of the
facts with which our mind is furnished, and the rectitude of our judgment; but poetry
has no very direct tendency to produce either correctness of knowledge or rectitude
of judgment. For one instance in which it [poetry] has been employed to combat mis-
chievous prejudices, a thousand might be cited in which they have been fostered and
propagated by it” (I, p. 213). He was incensed that the various forms of creative litera-
ture, but especially poetry, had appropriated the “imagination” as their point of origin,
as if other intellectual endeavors did not have imaginative roots as well. “These, too, are
all together placed under the head of imagination; as if, in the first place, to the exercise
of all these branches of art, the exercise of the imaginative faculty were necessary; and
as if, in the next place, it were not so to any of the others” [Bentham (1962, VIIL, p. 76)].

Bentham took pains to point out often that the fine arts were simply “amusement”, by
contrast with “the arts and sciences of curiosity” that were serious intellectual endeavor.
“By arts and sciences of amusement, I mean those which are ordinarily called the fine
arts; such as music, poetry, painting, sculpture, architecture, ornamental gardening, &c.
&c ...” (11, p. 253). Both amusement and the satisfaction of curiosity did give pleasure
and therefore yielded utility to those who engaged in them, and their worth could be as-
sessed from the additions to utility they contributed in relation to the utility that might be
received from all other alternatives. In perhaps the most oft-cited and influential words
in the history of cultural economics, Bentham expressed surprise that humans were, in
fact, inclined so often to prefer the titillation of the fine arts to the truth that emerged
from science and the innocent distractions provided by idle amusement. Certainly he
could see no case for encouraging one over the other.

The utility of all these arts and sciences — I speak both of those of amusement and
curiosity — the value which they possess, is exactly in proportion to the pleasure
they yield. Every other species of pre-eminence which may be attempted to be
established along them is altogether fanciful. Prejudice apart, the game of push-
pin is of equal value with the arts and sciences of music and poetry. If the game
of push-pin furnish more pleasure, it is more valuable than either. Everybody can
play at push-pin: poetry and music are relished only by a few. The game of push-
pin is always innocent: it were well could the same be always asserted of poetry.
Indeed, between poetry and truth there is a natural opposition: false morals, ficti-
tious nature. The poet always stands in need of something false. When he pretends
to lay his foundations in truth, the ornaments of his superstructure are fictions; his
business consists in stimulating our passions, and exciting our prejudices. Truth,
exactitude of every kind, is fatal to poetry. The poet must see everything through
coloured media, and strive to make everyone else to do the same. It is true, there
have been noble spirits, to whom poetry and philosophy have been equally in-
debted; but these exceptions do not counteract the mischiefs which have resulted
from this magic art. If poetry and music deserve to be preferred before a game of
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push-pin, it must be because they are calculated to gratify those individuals who
are most difficult to be pleased (I, pp. 253-254).

Bentham conceded that sometimes the arts had some indirect moral utility (what we
might today call a positive externality) when they occupied what otherwise could be idle
hands. But this was faint praise indeed. “All the arts and sciences, without exception,
inasmuch as they constitute innocent employments, at least of time, possess a species
of moral utility, neither the less real or important because it is frequently unobserved.
They compete with, and occupy the place of those mischievous and dangerous passions
and employments, to which want of occupation and ennui give birth. They are excellent
substitutes for drunkenness, slander, and the love of gaming” (I, p. 254). He went on
to suggest that it might even be claimed that credit should be given to the fine arts for
an increase of pacifism. “It is to the cultivation of the arts and sciences, that we must
in great measure ascribe the existence of that party which is now opposed to war: it has
received its birth amid the occupations and pleasures furnished by the fine arts. These
arts, so to speak, have enrolled under their peaceful banners that army of idlers which
would have otherwise possessed no amusement but in the hazardous and bloody game
of war” (II, p. 254). But surely this too was no justification for serious attention to the
arts. Bentham had thrown down the gauntlet to those interested in the arts and culture
to demonstrate that they were more than trivial and that they deserved the scarce time
of those concerned with the analysis of public policy.

Bentham emphasized that as far as he could see “quality” in the arts was purely a mat-
ter of individual taste. Since the fine arts were all about amusement, how could anyone
say — let alone dictate — what would amuse someone else and what would not. No one
could state with any authority what is good art and what is bad. “It is only from custom
and prejudice that, in matters of taste, we speak of false and true. There is no taste which
deserves the epithet good, unless it be the taste for such employments which, to the plea-
sure actually produced by them, conjoin some contingent or future utility: there is no
taste which deserves to be characterized as bad, unless it be a taste for some occupation
which has a mischievous tendency” (II, p. 254). Those who called themselves art critics
“under pretence of purifying the public taste” usually reduced the sum of happiness by
depriving “mankind of a larger or smaller part of the sources of their amusement”. By
declaring some works of art to be inherently inferior to the alternatives and removing
them from consideration, critics effectively reduced the choice set of consumers. “These
modest judges of elegance and taste consider themselves as benefactors to the human
race, whilst they are really only the interrupters of their pleasure — a sort of importunate
hosts, who place themselves at the table to diminish, by their pretended delicacy, the ap-
petite of their guests” (II, p. 254). Bentham spelled out clearly the policy implications
of his doctrine. No one should declaim to others on matters of taste, nor should the state
favor any of “the arts and sciences of amusement and curiosity”’, one over any other. Re-
wards might occasionally be offered for the discovery of new knowledge in the sciences
that promised direct public benefit, but in the fine arts the market should be counted
upon to issue most of the signals necessary to induce appropriate levels of production.
“Among rich and prosperous nations, it is not necessary that the public should be at the
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expense of cultivating the arts and sciences of amusement and curiosity. Individuals will
always bestow upon these that portion of reward which is proportioned to the pleasure
they bestow” (II, p. 255).

The contextual circumstances that in conjunction with the methodological concerns
expressed in the works of Bentham help to explain the neglect of culture and the arts in
the evolving body of classical political economy were of two kinds. The first revolved
around the distinction made explicit by Adam Smith between productive and unproduc-
tive labor, and the second around a similar distinction made by the Physiocrats between
goods that emerged from the “productive” agricultural sector and the goods and services
that came from the unproductive urban sector. Under both of these distinctions the arts
suffered by comparison. They had their roots in the prejudices of the seventeenth and
eighteenth centuries against certain kinds of economic activity, especially those deemed
luxurious or vicious, as discussed above. But later they were intended to focus attention
on sectors that might or might not yield a surplus of physical products such as build-
ings or grain that could be added to the total fixed or circulating capital (wages fund)
and thereby increase the output of the nation in later periods. Smith defined “produc-
tive labour” quite carefully as “the sort of labour which adds to the value of the subject
upon which it is bestowed” [Smith ([1776] 1976, p. 330)]. The manufacturing laborer
was the most obvious productive laborer for Smith, whereas for the Physiocrats it was
the farmer. Recall that the stereotypical unproductive laborer for both Smith and the
Physiocrats was the menial servant. Smith included the arts in this category, a depiction
clearly intended mainly as an aid in classification, but one that was not complimentary
to the arts. Smith had certainly conceded that unproductive labor and its output had
value, but the denigration of them in the language used was undeniable. In the circum-
stances of the times the argument that the arts could not contribute to economic growth
was damning indeed. The advice was not lost on his readers in the evolving classical
political economy that they would be well-advised to direct their attention and study
away from the arts to “productive” activities such as manufacturing, agriculture, and
international trade.

Nevertheless, the distinction between productive and unproductive labor did attract
some powerful criticism soon after it was formulated by Smith. For example, James
Maitland (Lord Lauderdale) pointed out in 1804 what he took to be some of the absur-
dities that flowed from the distinctions proposed by the Physiocrats: “it is impossible
to subscribe to the opinion, that the labour of the manufacturer and the artist are totally
unproductive of wealth” [Lauderdale ([1819] 1962, p. 141)]. He also took issue with
the application to art markets of the Smithian theory that under competition price would
gravitate naturally toward the cost of production, which in the case of the arts would
mean the subsistence wage of the artist: “it is impossible to believe that a painter, whose
works have sold for thousands of pounds, and the value of which has been known to
have increased for a century after his death, added nothing more to the value of the
canvas than the value of his sustenance and an equivalent for the expence of his ed-
ucation” ([1819] 1962, p. 142). Lauderdale argued that in the arts unlike most other
occupations talent imposed barriers to entry and that prices of works of art over time
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and under competition would reflect increasing rents to artists of rare talent. He found
Smith’s distinction of unproductive from productive labor just as unsatisfactory as that
of the Physiocrats. “It appears, therefore, impossible to contend, that the labour of the
manufacturer and artist, or even the labour of that class whose services perish at the
moment, are not, as well as that of the husbandman, to be considered as productive of
wealth” (p. 153). One wonders if perhaps Lauderdale’s place in the aristocracy, where
in the early nineteenth century the arts were valued more than in other strata of society,
caused him to react so critically to the treatment of the arts and culture in the growing
literature of political economy.

Despite the cogency of the criticism of it, the distinction between productive and
unproductive labor did not die easily. It was still alive and well in John Stuart Mill’s
Principles in 1848. Mill denied that “unproductive” should in any way be interpreted as
a “term of disparagement” or as casting a “stigma” on certain goods and services [Mill
([1909] 1964, p. 44)]. Yet his disclaimer is contradicted by the tone of the examples
he uses. In the case of the theater he seems to suggest that it would be better if people
stayed home and saved their money; the only net gain to a nation from expenditures on
performances that he could see arose if they were held abroad and there were foreign
remittances:

... but what is gained by an actor is a mere transfer from the spectator’s funds to
his, leaving no article of wealth for the spectator’s indemnification. Thus the com-
munity collectively gains nothing by the actor’s labour; and it loses, of his receipts,
all that portion which he consumes, retaining only that which he lays by. A com-
munity, however, may add to its wealth by unproductive labour, at the expense of
other communities, as an individual may at the expense of other individuals. The
gains of Italian opera singers, German governesses, French ballet dancers, &c are
a source of wealth, as far as they go, to their respective countries, if they return
thither (p. 50).

It is no coincidence that in a body of economic theory that emphasized cost of pro-
duction as the most powerful determinant of value, in attempting to understand the
economics of the arts as of other segments of the economy the focus should be on the
labor that produced the artworks rather than the artworks themselves.

This is not to suggest that in all of nineteenth century classical political economy
there was no commentary at all on intriguing questions in the economics of the arts;
rather it is to indicate that comments were few and that the negative heuristics conveyed
to scholars about study of these topics were substantially stronger than the positive ones.
David Ricardo had established early on that the arts provided some of the best examples
of those exceptional goods that although produced with labor could not reliably be re-
produced. Their value as a result was demand-determined. His oft-repeated discussion
in Principles of Political Economy and Taxation ([1817] 1948), in which artworks are
grouped for analysis with various other extravagances, ran as follows:

There are some commodities, the value of which is determined by their scarcity
alone. No labour can increase the quantity of such goods, and therefore their value
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cannot be lowered by an increased supply. Some rare statues and pictures, scarce
books and coins, wines of a peculiar quality, which can be made only from grapes
grown on a particular soil, of which there is a very limited quantity, are all of this
description. Their value is wholly independent of the quantity of labour originally
necessary to produce them, and varies with the varying wealth and inclinations of
those who are desirous to possess them.

These commodities, however, form a very small part of the mass of commodities
daily exchanged in the market [Ricardo ([1817] 1948, p. 6)].

John Rae, ever the speculative thinker, struggled in his Statement of Some New Prin-
ciples of Political Economy ([1834] 1965) with the question of why people in fact
demanded products of the arts. He was unhappy with the implicit suggestion that in-
terest in the arts was just like any other consumer demand, and a luxurious one at that.
He suggested that

There is a pleasure in the sight of certain shapes and colors, and arrangements of
them, which is quite independent of their cost; there is a fitness also; in the tex-
ture of certain fabrics, to preserve from the extremes of heat and cold, to add to
the beauties of feature or form, and to correct their defects, that, of itself, gives
pleasure; there are pleasures too which the mind creates to itself, out of the as-
sociations of these ... The sight of statues, paintings, flowers, is also capable of
affording a high degree of gratification to many minds. The degree of pleasure thus
experienced is different in different individuals, and it is scarcely possible to as-
certain what its exact amount is in any one; hence the difficulty in most cases, of
determining what is, or is not, luxury [Rae ([1834] 1965, p. 272)].

Finally in this overview of classical political economy in the nineteenth century, we
can refer to John Stuart Mill. Mill’s positions on social and economic policies regarding
the arts are reflected in his social theory. He was concerned about how practitioners
of the arts could survive in a modern market economy, and especially one like that of
Britain where there had been very limited respect for the arts. He looked with special
concern at the condition of creative writers: “although the highest pecuniary prizes of
successful authorship are incomparably greater than at any former period, yet on any
rational calculation of the chances, in the existing competition, scarcely any writer can
hope to gain a living by books, and to do so by magazines and reviews becomes daily
more difficult. It is only the more troublesome and disagreeable kinds of literary labour,
and those which confer no personal celebrity, such as most of those connected with
newspapers, or with the smaller periodicals, on which an educated person can now rely
for subsistence” [Mill ([1909] 1964, p. 397)]. He urged that more attention be given to
this problem of sustaining the arts where a tradition was lacking and times were hard. He
observed that in the sale of many artworks by fashionable artists there was substantial
producer rent, and like many after him he wondered if this could somehow be extracted
to support artists who were not so fortunate [Mill ([1909] 1964, p. 443; 1986, p. 1240)].
Using a variety of arguments, he advocated public education in the arts at all levels.
Above all the quality of life of the people would be improved thereby. “The races and
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nations whose senses are naturally finer and their sensuous perceptions more exercised
than ours, receive the same kind of impressions from painting and sculpture: and many
of the more delicately organized among ourselves do the same. All the arts of expression
tend to keep alive and in activity the feelings they express” [Mill (1984, p. 254)]. In
addition cultivation of the arts would lead to a more moral and tolerant citizenry: “There
is, besides, a natural affinity between goodness and the cultivation of the Beautiful,
when it is real cultivation, and not a mere unguided instinct” (p. 255). And finally he
argued that the arts could instill quality control in a people, help to demonstrate the
possibility of sublime accomplishment and reveal “the Good made perfect”. This was
because “No other human productions come so near to perfection as works of pure art”
(p. 255).

5. Humanist critics

While political economists in the nineteenth century shied away from a sympathetic
approach to the arts and culture, others moved in to fill the void, in particular poets, nov-
elists and essayists who came to constitute a community of criticism. The result was a
widening gulf between the evolving discipline of political economy on the one hand and
the humanities and the arts on the other. Some of the subjects addressed by the critics
could be described today as positive externalities of the arts and culture; others involved
more profound speculations about the place of the arts in national life. Many novel-
ists and poets worried in particular that the capitalist market economy was squeezing
aside the arts and culture in favor of more prosaic goals [Grampp (1973)]. For example,
Thomas Love Peacock complained that the nineteenth century had become the age of
the “huckster” (I’épicier) in which all goods were produced in response to consumer
demand without regard to their inherent merit, in the “literary market” as elsewhere
[Peacock (1926, pp. 294, 297)]. The “march of mechanics” [progress of technology!]
had been accompanied by “the days of political economy”, and the result was “what we
call lesprit épicier. Applied to literature, to the arts, to the mode of living, and mani-
festing itself in manner, style, and taste, by something obsolete, vulgar, and awkward,
tinged with the ridiculous, this spirit has created what we call le genre épicier” [Pea-
cock (1926, pp. 295, 300)]. Despite all his talk of freedom, the huckster was essentially
authoritarian. “His ruling passion is the love of ‘order’, because he has observed that in
the days of political disturbances there has been a fall of a per-centage on his operations.
The apprehension of anarchy, or, to speak more correctly, the fear of diminished sales
and falling prices, has made him a fanatic of ‘I’ordre public’ . .. For him, order is a posi-
tive result which must be obtained at any price, without regard to the causes which may
have produced a feverish over-excitement in any portion of society” [Peacock (1926,
pp- 300-301)]. Because of his fear of disorder the huckster was the enemy of the artist
and the intellectual, indeed it “had never happened to him to have an idea in the course
of his life” (p. 301).
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Three humanist critics of political economy went beyond such denunciations to make
notable contributions to the relationship of the arts to the economy: the poet and essayist
Matthew Arnold, the prominent artist, critic, and art historian John Ruskin, and the
leader of the Arts and Craft movement, William Morris. We turn to them in the following
sections.

5.1. Matthew Arnold

The main question raised by Matthew Arnold was a direct challenge to the political
economists: Were the arts and culture more than merely a distinctive collection of goods
amongst which consumers might make a selection for their amusement? Were they
not in fact essential to healthy and successful social development? Arnold addressed
squarely what was becoming one of the most frightening questions in nineteenth century
political economy: Could economic development continue without causing destructive
conflict between owners of capital on one side and labor on the other? Poets and nov-
elists before him had often addressed environmental degradation and sufferings of the
working class caused by the new factory system;' Arnold asked the follow-up question
of how society could be held together where these sufferings persisted while the fran-
chise was increasing steadily through the reform acts of 1832 and 1867. What was to
stop those without property from taking it away from those who had it, either legally
through Parliamentary action or illegally through violence in the streets? What was to
stop democratization from degenerating into anarchy? After all, the French Revolution
was only a few decades behind and the revolutionary year of 1848 even more recent.
The answer to the threat of anarchy, Arnold suggested, lay in civilizing the population
and more specifically in extending “culture” throughout the populace, defined in his in-
fluential book Culture and Anarchy ([1869] 1903) in Enlightenment terms as the “study
of perfection”, “turning a stream of fresh and free thought upon our stock notions and
habits” (pp. xi, 7). He argued that culture is “possessed by the scientific passion as well
as by the passion of doing good” (p. 8). It would lead human nature toward “a harmo-
nious perfection, a perfection in which the characters of beauty and intelligence are both
present”, ““a human nature complete on all its sides” (pp. 19-20, 25). Arnold’s definition
of culture seems rather close to what is meant today by the results of a “liberal educa-
tion”. Culture would not come painlessly or without hard work and cost. Contrary to
Bentham there must be expert critics who would endeavor to learn and propagate “the
best which has been thought and said in the world” (p. xi). They must guide others in
their quest for culture.

The type of beneficent cultured citizen that Arnold claimed was essential for a
healthy, advancing society was in his view in sharp contrast to the grasping self-
interested creatures modeled by the economists, and to whom he gave a scornful name

I Creative writers in Great Britain in the nineteenth century who deplored the industrialization that was tak-
ing place and the evolving science of political economy that they associated with it included Robert Southey,
Samuel Taylor Coleridge, William Wordsworth, Thomas Love Peacock, Anthony Trollope, William Cobbett,
Thomas Carlyle and, most notably, Charles Dickens; see Grampp (1973).
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that was to remain with them, Philistines. “The people who believe most that our great-
ness and welfare are proved by our being very rich, and who most give their lives and
thoughts to becoming rich, are just the very people whom we call Philistines” (p. 17). He
described two bundles of behavioral pressures operating within humans that, following
Heine, he called Hebraism and Hellenism. Hebraism included conscience, obedience,
duty, and subjugation of self, some of the qualities treated by Adam Smith more than
a century before in The Theory of Moral Sentiments; Hellenism involved spontaneity,
curiosity, intellectual flexibility, and appreciation of beauty, subjects dealt with in The
Wealth of Nations. “The uppermost idea with Hellenism is to see things as they re-
ally are; the uppermost idea with Hebraism is conduct and obedience” (p. 123). Arnold
saw human history as mainly a struggle between these two sets of forces: “by alterna-
tions of Hebraism and Hellenism, of a man’s intellectual and moral impulses, of the
effort to see things as they really are, and the effort to win peace by self-conquest, the
human spirit proceeds; and each of these two forces has its appointed hours of culmi-
nation and seasons of rule” (p. 134). A healthy individual or society, Arnold insisted,
maintained a proper balance between these two bundles of behavioral characteristics.
Bennett (2005) sees the ideas of Plato and of the Romantic poets Goethe and Schiller
behind Arnold’s conception of culture. It is not hard for the economist to see as well the
economic thinkers of the Enlightenment, all of whom had been concerned about what
should be the context in which a society, economy and polity could operate smoothly.
The political economists of Arnold’s day had begun to believe that the economy could
reasonably be explored as separate from the society and polity, and that if the natural
proclivities of humans were left untrammeled, optimal social and political as well as
economic results may well emerge from free markets. Arnold seemed to be following
up some of the hints we find in the early Smith that the recipe for economic efficiency
may not be that simple. Moreover, there may be a case for concluding that markets
for art and culture are truly exceptional, both in how they operate and in their effects
on society overall. Contextual preconditions are necessary for the smooth performance
of a market economy, and these could require institutions and actions remote from the
conventional concern with technical efficiency such as the cultivation of the arts and cul-
ture through a liberal education. This was a message that not many nineteenth century
political economists wished to hear, or with which they were prepared to engage.

5.2. John Ruskin

Another message about the relations of the economy with culture and the arts that was
profoundly disagreeable to nineteenth century political economists came from John
Ruskin. Whereas Arnold had questioned one emerging sacred principle of classical po-
litical economy, that it was reasonable to focus on market interactions without attention
to the cultural context, Ruskin disputed another, that utility functions of consumers are
stable for the most part and that wants should be treated as exogenous to economic
analysis. Arnold’s concern was essentially macro, about the stability of the entire social
and economic system, whereas Ruskin’s was micro, about the happiness of the individ-
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ual in society. Like Arnold, Ruskin was insulting to the political economists of his day
seemingly by design. Although he published works with titles like “The Political Econ-
omy of Art” [1857; published in Ruskin ([1880] 1905)] he took pleasure in reporting
that he had read not a word of political economy, except for The Wealth of Nations in
his youth. Like Arnold he also constructed his own vocabulary when needed and made
no effort to connect with political economists who might have had an interest in his
subject. Also like Arnold, Ruskin was happy to reject laissez faire as a policy principle.
Indeed, he looked to an authoritarian and interventionist leader to make society a better
place. Ruskin’s policy norm was formation of the happy individual who had “perfected
the functions of his own life to the utmost” [Ruskin ([1862] 1905, pp. 84, 105); see also
Moore (2005)], but he proposed to make this individual happier not by piling more and
more goods and services upon him but by training him to make a better selection among
alternatives and to appreciate more those goods that he could afford. Ruskin believed
that by this approach political economy truly became a moral subject, and the science—
ethics dichotomy in political economy that Mill had pointed out no longer existed. For
Ruskin the notion that value depended upon cost of production was absurd, and he antic-
ipated the marginal utility revolution of the 1870s by insisting that wealth was relevant
only to the way in which goods were used. He insisted that “wise consumption is a far
more difficult art than wise production” ([1862] 1905, pp. 98, 104). The natural con-
clusion Ruskin drew from his theorizing was that the community had a responsibility
to make sure of the “life availing” qualities of the goods that were consumed and to
educate consumers to make the best use of them. The artist and the art critic both had
important roles in this process, and the market could not be counted upon to guarantee
the maintenance of the artist and critic. He was an early and energetic advocate of public
support of arts education, of distinguished public buildings, of museums (to protect old
art), and of a national arts purchase fund (to provide demand for new art). He returned to
and agreed with Adam Smith’s theme that vanity, if not constrained, could become the
mistaken determinant of what was produced in the arts. The omnipresence of bad taste
and ostentation were all the proof Ruskin needed of the necessity of public intervention
in the arts on a grand scale.

Even though Ruskin’s writings on the economics of art were denounced, deplored,
or ignored by most of the economics profession in his own time and thereafter, they
lived on in the thinking and literature of the labor movement in Britain and America. To
give only one example, the popular economics textbook for workingmen by Henry Clay,
Economics: An Introduction for the General Reader” began with this observation: “No
study of Economics, therefore, it seems to me, is worth making which does not include
some consideration of the relation of the economic organization to political and ethical
aims and standards; which does not, in other words, indicate what light Economics
can throw on Ruskin’s question, ‘What is wealth?’” [Clay (1918, p. viii)]. In his final
chapter on “Wealth and Welfare” Clay turned again to the question of what constituted

2 First edition 1918 published and republished many times both in England and the United States.
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human progress and he noted the paradox that times when great art was produced in
abundance were not necessarily years when consumer goods were increasing:

If we compare different ages and countries, we are struck by the apparent unimpor-
tance of wealth. The materialist regards the vulgar plenty of the twentieth century
as greatness; others will regard its art as a better index of an age or a country’s tem-
per. Whichever is right, the two great ages of art, the two periods when craftsmen
were artists and the appreciation of art was general, were ages of extreme material
poverty; and few will assert that the age of Arkwright was greater than the age
of Pheidias, the civilization of Chicago than the civilization of Athens; few, who
have studied both and compare achievement with opportunity, will place the art
of the thirteenth century below the art of the Victorian age, the age that built the
cathedrals below the age that restored them. As society has grown richer, art has
become more and more the concern of little cliques and coteries, less and less a
part of the everyday life of ordinary people, until to-day we have countries like the
United States, so rich that its Whistlers and Sargents fly to the poorer countries of
Europe (p. 420).

Clay left this puzzle for his working-class readers to ponder; clearly he thought it
deserved more reflection.

5.3. William Morris

The third writer on the arts who was anathema to respectable nineteenth century politi-
cal economists was William Morris [Upchurch (2005)]. His sin was partly that he was
a seeming turncoat. After all, Arnold and Ruskin might be dismissed as just an ethe-
real poet and a half-crazed art critic; Morris was by contrast a successful businessman
who made a fortune from the applied arts. He was also himself a talented artist and
designer, and much of his celebrity came from his pioneering leadership of the early
Arts and Crafts movement. Perhaps because of his deeper immersion in the realities of
art markets Morris was more gloomy that Arnold and Ruskin about the prospects for
change from piecemeal reforms. Both Arnold and Ruskin envisaged the possibility of
much beneficial reform through education and a rather modest intervention by the state
to support and shape the arts. Morris had grave doubts. He believed that the arts could
prosper only under conditions of collective ownership of the means of production, either
through conversion to a socialist state or through a communist revolution. He was not
precise in his picture of why the arts would necessarily flourish outside the free market,
but his assertion that they would was another fundamental challenge to the economic
orthodoxy of his time. It is noteworthy that Morris had more to say about the potentially
positive effects of socialism on the arts than did Marx himself or most of his disciples
[Solomon (1979)].
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6. The marginal revolution
6.1. The marginalists’ treatment of arts and culture

The marginal revolution of the 1870s was about the construction of general laws in eco-
nomics, and about the Benthamite urge to postulate simple and universal principles of
human behavior, rooted in utility calculations, that could be used to model the economy.
So where in this new vision of economics stood the arts and culture? Not very promi-
nently! Special attention to the arts and culture, as to other particular segments of the
economy, did not fit well with the philosophy behind the new marginal economics. The
search for exceptionalism in the arts, as in other areas, came into direct conflict with the
search for generality.

Several observations may be made about the treatment of the arts and culture during
the early years of neo-classical marginal economics. First, the marginalists made far
more references to the arts than did their classical predecessors, but less as interesting
and exceptional special cases than as manifestations of the general case. Favorite illus-
trations from the arts used in presentations of economic theory stressed the unique and
non-reproducible nature of many artworks. Examination of these cases demonstrated
that the price of all consumption goods was demand rather than cost determined. For
example, Carl Menger wrote: “A large number of goods cannot be reproduced (antiques,
and paintings by old masters, for instance) and thus, in a number of cases, we can ob-
serve value but no possibility of reproduction. For this reason, any factor connected with
reproduction cannot be the determining principle of value in general” [Menger ([1871]
1950, p. 147)].

Second, there was greater willingness among the marginalists than among the clas-
sical economists to posit the possibility of positive externalities emanating from the
arts. A moderate position on the salutary effects of the arts on social relations — the
Arnold assertion — came to be seen as quite reasonable. Characteristically Alfred Mar-
shall wrote to a correspondent in 1900: “the growth of towns makes it doubly urgent
to supply wholesome thoughts & suggestions, lest unwholesome should prevail; and
to turn music & painting & other fine arts to account in filling the void in man’s life
caused by the want of the free light & freshness & beauties of nature” [Marshall (1996,
I, pp. 270-271)]. Third, there appeared more prominent economists with deep personal
commitment to the arts who were prepared to testify to positive externalities from their
own experience. Finally, over time the marginalists lost many of their inhibitions about
commenting on the arts; some of their observations were prescient, others were absurd.
None of the main neo-classical texts had a separate chapter, or even part of a chapter,
devoted to the economics of culture and the arts. The references to the subject were
widely scattered throughout. A closer look at the writings of two of the most prominent
revolutionaries, Alfred Marshall and William Stanley Jevons, may be illuminating.
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6.2. Alfred Marshall

In a taxonomy of wealth taken from F.B.W. von Hermann, Marshall claimed that all
goods related to the arts may be placed in various categories. Conventional artworks are
“material”, “personal” and “internal”; “the faculty of deriving recreation from reading
or music” is “internal” but “non-material”. “The laws which govern the birth of genius
are inscrutable” except that more genius per capita comes from the higher orders than
from the working class [Marshall ([1920] 1964, pp. 45-46, 176)]. Marshall argued that
the demand for artworks has roots in some fundamental set of preferences that will ulti-
mately prevail over the pressure of fashion. “For though the crudest and most ridiculous
fashions in art and in literature will be accepted by the people for a time at the bid-
ding of their social superiors, nothing but true artistic excellence has enabled a ballad
or a melody, a style of dress or a pattern of furniture to retain its popularity among a
whole nation for many generations together . .. traditional instincts played a great part
in preserving the purity of the industrial arts in Oriental countries, and to a less extent in
medieval Europe” ([1920] 1964, p. 177). Education in the visual arts as distinct from the
rest of the arts, Marshall thought, was desirable for the progress of the economy, but less
so than education in other more practical areas. He suggested that education in art stood
on a somewhat different footing from education in hard thinking: for while the latter
nearly always strengthens the character, the former often fails to do this. Nevertheless
he believed that the development of the artistic faculties of people was in itself an aim
of the very highest importance, and was becoming a chief factor of industrial efficiency:
“We are here concerned almost exclusively with those branches of art which appeal to
the eye. For though literature and music contribute as much and more to the fulness
of life, yet their development does not directly affect, and does not depend upon, the
methods of business, the processes of manufacture and the skill of the artisans” ([1920]
1964, p. 177).

6.3. William Stanley Jevons

With Jevons we see the appearance among economists of a new phenomenon: the
closet artist or aesthete, the economist who either has a separate life as an artist or
acknowledges having had a profound aesthetic experience while seeming unwilling to
incorporate the artistic dimensions of life into economics. For Jevons music was the
fine art that mattered most. But he saw all the fine arts as capable of enriching the lives
of the working class beyond their own expectations and therefore yielding positive ex-
ternalities. He envisaged the arts as being initially unlikely to interest the masses and
needing to be administered rather like a dose of tonic. The arts imposed on unsophis-
ticated people in this way would, Jevons believed, ultimately have the aesthetic impact
that he himself had experienced. But this aesthetic experience could not be anticipated
by those who had not already experienced it, and therefore the arts would not sell well
in the market to begin with and would have to be delivered for a while below market
rates.
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An unpublished manuscript by Jevons entitled “On the Functions of Music” makes
it clear that he himself had had aesthetic experiences that he tried to put into words.
He wrote that his own response to music was similar to “the contemplation of subjects
of Interest, Beauty or Sublimity, and consists of a gentle excitement, an engrossment
of the thoughts by agreeable subjects and a general removal of the mind from its or-
dinary course of duties and frailties, and its continual mixture of slight pleasures and
pains” [Jevons quoted in Mosselmans and Mathijs (1999, p. 151)]. Jevons evidently felt
that his reaction to music was rather like intoxication or a drug-induced euphoria, sug-
gesting that the experience might be more like an addiction than a conventional act of
consumption:

When rising to an unusual pitch, the feeling of which I speak becomes an intense
delight; it absorbs the attention completely, and causing it to forget ordinary af-
fairs and thoughts, elevates it to a region of pleasurable sensations nowhere else
discovered. It is indefinite however, leads to no conclusion, suggests it may almost
be said no leading or strong thought or purpose and even of one’s future path in
life, or unavoidable duties happen to occur to the mind in the midst of this sort of
intoxication, they appear smoother than ever before, the difficulties have entirely
vanished and oneself feels such a sort of confident moral strength, as will only too
soon be found to disappear when this state of feeling has ended and the petty or
great difficulties of life are once again visible in all their reality (pp. 151-152).

Indeed, it seems that Jevons experienced something like guilt after a musical “trip”
was over. “Who that has attended a concert, play or other public performance, has
not experienced this sudden and almost disgusting revulsion of feelings at its termi-
nation when the music has finally ceased & no longer rivets the attention, and a dreamy
progress home, and a renewed circle of duties and the sorrow are all that seem to await
one” (p. 152). He was unwilling to probe deeply into what had taken place during his
aesthetic adventures and he agreed with Bentham and some other early economists that
the aesthetic experience could not be improved by the application of reason or through
the services of scholarly critics:

To investigate its cause would be to enter one of the most difficult and least certain
of metaphysical subjects and be quite beyond our purposes. It will suffice to say
that it does not depend in any particular degree on knowledge ... the essential
nature of Poetry it is universally acknowledged to be almost impossible to define,
and lastly the sense of beauty or of melancholy arising from a simple succession
of sounds, that is to say an air or melody, is equally inexplicable (p. 152).

Had Jevons lived longer and continued to pursue his interests in the arts he might
be remembered today as the father of cultural economics. He certainly made some
promising beginnings on topics that would concern his successors thereafter. In 1878
he followed up his interest in the external consequences of “the amusements of the peo-
ple” and concluded that one of the most promising “methods of social reform” would be
encouragement to “good moral public amusement, especially musical entertainments”.
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He distinguished very firmly between serious music and what he described as “the mix-
ture of inane songs, of senseless burlesques, and of sensational acrobatic tricks, which
make the staple of a music-hall entertainment” [Jevons (1904, pp. 2, 4)]. No advocacy
of consumer sovereignty here! He knew what the working classes needed among the
arts even if they did not know themselves. Jevons speculated that neglect of the arts
for the masses might be the result of a conspiracy by the ruling classes who feared
the consequences of a liberating culture. He wrote: “Now I believe that this want of
culture greatly arises from the fact that the amusement of the masses, instead of being
cultivated, and multiplied, and refined, have been frowned upon and condemned, and
eventually suppressed, by a dominant aristocracy. Amusement has been regarded as in
itself almost sinful, and at the best as a necessary evil. Accordingly, villages and towns
have grown up in the more populous parts of the kingdom absolutely devoid of any
provision whatever for recreation” (p. 6).

Following up on this conspiracy theory Jevons abandoned laissez faire policy as well
as consumer sovereignty theory. He urged governmental attention to the arts as a high
priority for public policy: “Among the means towards a higher civilisation, I unhesi-
tatingly assert that the deliberate cultivation of public amusement is a principal one”
(p- 7). To buttress his case Jevons claimed that the fine arts and culture would keep the
working classes away from various temptations that might be personally and socially
destructive, and would yield positive therapeutic effects.

What some seek at the cost of health, and life, and reputation, from alcohol, and
from opium, that they might obtain innocuously from music, if they could cultivate
true musical taste. Of course there is some nervous waste even in the enjoyment
of music, and it is greater as the attention is more excited. Tedium must usually
follow an entertainment of two or three hours; but so soon as tedium approaches,
the attentive attitude of mind is destroyed, and the corresponding nervous waste
ceases. The music, in short, holds the mind enchained just so long as there is energy
of thought to spare; in the meantime the body remains in a perfect state of repose

(p. 10).

Jevons went so far as to charge that the authorities in Britain, in contrast to those
on the Continent, had responded to the demands of the aristocracy and had sabotaged
public arts by tolerating within them criminals of every kind — especially pickpockets
ands prostitutes. He asked indignantly: “Why do we tolerate a state of things under
which a young man cannot seek an hour’s recreation without meeting an evil magnet at
every turn?” (p. 25).

Another public policy topic in the arts that interested Jevons was what he called “mu-
seum economy”’, an area in which he found himself a pioneer. He endeavored to arrive
at some conception of the purposes in creating public collections and of the means by
which those purposes may be most readily attained. “Although the subject has hardly
received any attention as yet, I believe it is possible to show on psychological or other
scientific grounds that much which has been done in the formation of Museums is fun-
damentally mistaken” (p. 53). He was deeply critical of British museums and the theory
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on which they were based. “There seems to be a prevalent idea that if the populace can
only be got to walk about a great building filled with tall glass-cases, full of beautiful
objects, especially when illuminated by the electric light, they will become civilised . . .
The well-known fact that the attendance at Museums is greatest on wet days is very
instructive” (p. 54). He complained that most museums were over-crowded and chaotic:
“a great multitude of diverse things is not only useless but actually pernicious, because
it tends to destroy that habit of concentration of attention, which is the first condition of
mental acquisition ... It does not seem, however, to have occurred to the creators and
managers of Museums, that so far as education is aimed at, a certain unity of effect is
essential” (p. 55). Although Jevons’ extended commentary on museums does not in the
end consist of much more than shrewd insights and unsupported opinions, he was surely
a pioneer in suggesting that these institutions be opened to scientific study.

For the most part the marginal revolutionaries based their economic theory around
the general proposition that a competitive market system in which certain conditions
hold will yield the maximum human welfare from a given endowment of resources and
technology. In principle the determining wants on the demand side of product markets
were the demanders’ own business. As Jevons put it “In the science of Economics we
treat men not as they ought to be, but as they are” (1905, p. 38). In practice, however, the
implementation of this principle was not so straightforward. These Victorian moralizers
might agree that in theory pushpin equals poetry but they did not really believe it. They
had their own prejudices about what goods were morally superior to others and they did
not try to conceal their views. They spoke of a “natural” sequence in which consump-
tion would (should?) take place over the course of economic growth, and this came to
be treated as self-evident. Food, clothing, housing was the presumed sequence, and if a
consumer announced that a glass of gin and a lottery ticket were high priority consumer
goods to precede food and clothing, this would undoubtedly be deemed unacceptable.
The vocabulary used to describe consumption often revealed the approved hierarchy of
values. Menger referred to “needs” and “requirements” rather than to “wants”; he also
distinguished between “true” and “imaginary” goods, the latter being especially com-
mon among the demands of people at lower “levels of civilization”. These included the
following items of which he clearly did not approve, even though they were demanded
freely in the market: “most cosmetics, all charms, the majority of medicines adminis-
tered to the sick by peoples of early civilizations and by primitives even today, divining
rods, love potions, etc. For all these things are incapable of actually satisfying the needs
they are supposed to serve” [Menger ([1871] 1950, p. 53)]. He also disapproved of
goods that were produced “when non-existent human needs are mistakenly assumed to
exist”. In this category he included “medicines for diseases that do not actually exist,
the implements, statues, buildings, etc., used by pagan people for the worship of idols,
instruments of torture, and the like”. Menger concluded optimistically that “As a peo-
ple attains higher levels of civilization, and as men penetrate more deeply into the true
constitution of things and of their own nature, the number of true goods becomes con-
stantly larger, and as can easily be understood, the number of imaginary goods becomes
progressively smaller” (p. 53).
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In the same vein Jevons talked of the “higher pleasures” which were “almost incom-
parable in power and authority” but noted somewhat reluctantly that, because of the
current stage of economic development, “It is the lowest rank of feelings which we here
treat” [Jevons ([1871] 1965, pp. 26-27)]. Jevons cited the authority of T.E. Banfield on
the natural sequence of goods to be consumed: “the satisfaction of every lower want in
the scale creates desire of a higher character. If the higher desire existed previous to the
satisfaction of the primary want, it becomes more intense when the latter is removed . . .
The highest grade in the scale of wants, that of pleasure derived from the beauties of
nature and art, is usually confined to men who are exempted from all the lower priva-
tions. Thus the demand for, and the consumption of, objects of refined enjoyment has its
lever in the facility with which the primary wants are satisfied” [Jevons ([1871] 1965,
pp- 42-43)].

The significance of these comments by Menger and Jevons is to show that they tended
to see art and culture as human activity that occurred only after sustained economic
growth. In their day, they believed, art works were demanded by consumers who from
good fortune had already reached high levels of income. Since such goods were few
they could safely be ignored.

6.4. Lionel Robbins

The last great neo-classical economist who attended to the economics of the arts before
the appearance of the cultural economics sub-discipline in the 1960s was Lionel Rob-
bins. Like Jevons, Robbins had a deep personal interest in and commitment to the arts;
in his youth he had hoped to become a poet and he rejoiced in the visual arts, the opera
and the ballet. He was one of the most energetic and successful advocates for the arts in
twentieth century Great Britain; his efforts on behalf of the National Gallery, the Tate
Gallery, Covent Garden and other institutions in the arts are legendary. Susan Howson,
Robbins’ biographer, reports that over his career Robbins expounded the full range of
neo-classical economic arguments for public support of the arts [Robbins (1963); How-
son (2005)]. He explained that some art works at least may be seen as public goods and
because of their particular character and the external benefits to society that they yield
will be underproduced if left entirely to the private sector. He also favored free public
access to the arts on grounds of equity. But he struggled with the eternally challenging
question of whether the arts are truly exceptional — different in kind from other con-
sumption goods. Clearly he thought they were, but he recognized that the economics
he practiced could not help him very much in making the case. He concluded it was
a matter of “ultimate values”; clearly the arts imparted “quality and meaning to life
on this planet by reason of their mere existence” but to understand why and how they
did so was probably beyond the scope of economic science. Robbins was confident
that through public education and exposure to the arts the taste of the public could be
formed and they could be led to levels of appreciation that would not otherwise be at-
tained. Robbins supported wider use in Britain of encouragement to private support of
the arts through tax concessions to private donors, and he made a case for emergency
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public purchase of great works of art at times when important private collections were
being dispersed.

7. The arts in American economics

If treatment of the arts as truly exceptional — as a component of the economy that must
be analyzed separately and with its own conceptual apparatus — could be found any-
where in the late nineteenth and early twentieth centuries, surely it would be in the
work of those who would later be called the American Institutionalists. Typically these
economists were in open revolt against the marginal revolutionaries of the 1870s and
against Benthamite utilitarianism as an explanation for economic behavior and as a way
of measuring changes in human welfare. They objected by and large to the universal-
izing strategy of picturing economic agents on both sides of the market as maximizing
well-understood quantities like satisfaction and profit, and minimizing pain and cost.
They postulated a much more complex system in which human behavior and its ob-
jectives are heterogeneous and not easily understood. Accordingly they examined many
different types of economic agent, from the captain of industry to the trade union leader,
the farmer, and the housewife confined to the home. They attended to behavioral drives
that ranged from the instinct of workmanship through the propensity for emulation and
the parental bent. They studied particular segments of the economy that especially in-
terested them: agriculture, higher education, and the family, to mention only three. But
how about the arts and the market institutions that sustained the arts in a competitive
economy? Were the arts really distinct from other segments of the economy? Was push-
pin, indeed, different from poetry? What made the arts tick? Rather surprisingly on these
questions the Institutionalists had little to say.

In Thorstein Veblen’s discussion of the arts in his Theory of the Leisure Class ([1899]
1934) there was a move backward to the cynical and dismissive tone often heard in the
commercial pamphlets of the seventeenth century. Veblen described works of art from
the past as having been intended mainly to demonstrate the wealth and power of the pa-
tron, something that had been accomplished most effectively by making art works novel,
wasteful, idiosyncratic and expensive. Aesthetic considerations were usually subsidiary
or absent. “The canon of beauty requires expression of the generic. The ‘novelty’ due
to the demands of conspicuous waste traverses this canon of beauty, in that it results
in making the physiognomy of our objects of taste a congeries of idiosyncrasies; and
the idiosyncrasies are, moreover, under the selective surveillance of the canon of ex-
pensiveness” [Veblen ([1899] 1934, p. 153)]. He grouped the arts and culture loosely
within the large body of wasteful and unproductive activities pursued by those con-
cerned mainly with wealth and power. As in Bentham, the arts were arrayed with games
and sport, but now for different reasons. For Veblen pushpin equaled poetry not for
Bentham’s reason that they were both just items in a consumer’s choice set, but because
they were both intended mainly to demonstrate someone’s conspicuous leisure, past or
current. Demonstration of the capacity to waste time on either pushpin or poetry was
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what both these activities were all about; neither contributed to improvement of human
welfare in any real sense. “Such immaterial evidences of past leisure are quasi-scholarly
or quasi-artistic accomplishments and a knowledge of processes and incidents which do
not conduce directly to the furtherance of human life” (p. 45). In effect Veblen revived
the notion put forth by Bodin and Mandeville that the arts are something with which
the idle rich rather than humans in general are mainly involved, and must be, therefore,
wasteful and without redeeming social value.

Some of the later writers in the Institutionalist tradition showed more regard for the
arts, and they developed the implications of a rejection of the Benthamite calculus for
the valuation of art. John Kenneth Galbraith had a lifelong interest in the arts and even
wrote a book on Indian Painting during his time as ambassador in New Delhi [Galbraith
and Randhawa (1968)]. He was much devoted also to “the building of bridges between
economics and the arts” but he encountered many obstacles. In the 1960s he inaugurated
a seminar at Harvard on the Economics of the Arts [Galbraith (1986, pp. 137, 144)].
He reported that his “artist friends saw it — to the extent that they saw it at all — as
a rather philistine performance; nothing could so surely degrade art as an association
with economics ... My fellow economists saw my enterprise as essentially frivolous,
possibly even eccentric” (p. 144).

Galbraith’s views on various topics in cultural economics were presented in a chap-
ter entitled “The Market System and the Arts” in his book Economics and the Public
Purpose (1973). He explained the inattention to the arts among economists as a result
of the necessarily anachronistic character of most artistic production. Firms producing
art works were operated still by independent entrepreneurs and not by managers bent
on the division of labor. Indeed in the large corporations the word “artist” was used as
a term of contempt for someone unwilling to submit to discipline. At the same time the
inability of most large corporations to make use of the artist constructively was reflected
in their typically poor standards of design. “The automobile industry, the mass produc-
ers of furniture, the household appliance industry, the container industry and numerous
others amply illustrate the point” [Galbraith (1973, p. 63)]. Galbraith focused mainly
on how economic aspects of the arts had become different from the norm in the modern
economy. For a start, since the arts were typically anathema to the “technostructure” of
the large firm, when they were found to have some commercial value they were often
hived off into small independent companies. Second, modern art works, even though
necessarily the result of creative change, were typically resisted by demanders who had
been trained to be very conservative; most modern demanders had been conditioned
by their culture to reject artistic change. They came to accept and to celebrate change
in due course, but only after a struggle. Galbraith’s contributions to thinking on the
economics of the arts never went beyond shrewd observations and provocative specula-
tions of this kind, and he never proposed an agenda for research as did the Bloomsbury
Group, discussed next.
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8. Keynes and the Bloomsbury Group

More than any economist before or since, John Maynard Keynes spent much of his life
close to, and at times even embedded within, a community of artists and writers. He
experienced the arts first hand. The core of this community was the Bloomsbury Group,
but his contacts and interests extended well beyond this collection of close friends.
Keynes did not himself make significant contributions to the vigorous and original
thinking within Bloomsbury on the place of the arts in society and the economy. But
by word, and most importantly by deed, he demonstrated that he was fully aware of
and in sympathy with it [Moggridge (2005)]. Why did he himself not take this body of
thought and inject it into the economics of his time, where he was such a prominent fig-
ure? We can only speculate. It may have been because of his concentration on the more
critical issues of the decades in which he lived: international conflict, depression, and
the need to construct a new and viable world order. Or it may have been that he inferred
the likely lack of receptivity to the Bloomsbury way of thinking within the economics
discipline and could not confidently see a road ahead in that direction.

There were at least five topics on which Bloomsbury thinking might be categorized
as relevant to cultural economics today:

(i) the place of the arts in human life, including economic life;
(ii) the character of the artistic experience, both for artists and for their audience;
(iii) the use made of the arts by artists and others to shape behavior in society and
the economy;
(iv) the nature of the demand for and supply of art works in art markets; and
(v) opportunities for experiments with policy change and institutional reform.

8.1. The arts in human life

The Bloomsburys denied vociferously the view in much of the economics literature to
date that artists were simply the producers of superior goods that were consumed only
when incomes rose, or that they produced merely luxuries for times when other more
important wants had been filled. The Bloomsburys believed the exact opposite, i.e. that
everyone in society of any class or economic station could and should be engaged in
or at least exposed to the arts. In fact they were persuaded that modern society, being
the result of economic progress, was more likely to stultify than to stimulate the artistic
impulse in humans. The arts, they insisted, were an essential element and building block
in the achievement of true human civilization; the arts were a cause not a condition or
consequence of that peculiar and precious set of civilizing circumstances that only lib-
erated humans can produce. Indeed, “the economic possibilities for our grandchildren”
toward which Keynes looked ahead wistfully in 1930 consisted necessarily of “the arts
of life as well as the activities of purpose” [Keynes ([1930] 1972, p. 332)].

The Bloomsburys were among the first to praise the extraordinary artistic accom-
plishments of non-western peoples, denying thereby the assertion that the arts could
flourish only at high levels of income. One of the first illustrations in the celebrated
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book Civilization by Roger Fry’s friend and disciple Kenneth Clark (1969) is not of a
Michelangelo or of a Da Vinci but of an African mask owned by Roger Fry [Goodwin
(2005)]. Fry also held two exhibitions of the drawings of children — one of drawings
by children of artists and the other of drawings by uninhibited inner-city children — at
his Omega Workshops (1913-1919) to demonstrate that before they had extensive ex-
posure to the modern economy the children’s capacity for artistic expression was at its
peak [Collins (1984, pp. 144-145)].

8.2. The character of the artistic experience

One of the contributions for which the Bloomsbury Group became best known was a
“formalist” theory of aesthetics, expressed originally in Fry’s “An Essay in aesthetics”
([1909] 1998) and extended by Clive Bell in his extremely popular book Art ([1914]
1947). Fry and Bell claimed from the evidence of introspection that the aesthetic expe-
rience was fundamentally different from the satisfaction achieved from consumer goods
and services. In effect they insisted upon exceptional status for the arts and set out to
explain why. They conceded that the Benthamite utilitarian model might be appropriate
for understanding the satisfaction of biological needs of humans and others animals.
But, using the term “imagination” to refer to the activity of the human mind as Hume
and others had done before, they argued that an understanding of the “imaginative life”
required more powerful analytical devices than the felicific calculus. Indeed, many of
the Bloomsburys concluded that the simple application of Benthamite principles to the
arts had impeded the development of a richer and more truly enlightening body of the-
ory. Keynes made this point in his posthumously-published memoir “My Early Beliefs”.
He wrote: “we were amongst the first of our generation, perhaps alone amongst our gen-
eration, to escape from the Benthamite tradition”. And he continued: “It can be no part
of this memoir for me to try to explain why it was such a big advantage for us to have
escaped from the Benthamite tradition. But I do now regard that as the worm which
has been gnawing at the insides of modern civilisation and is responsible for its present
moral decay” [Keynes (1949, p. 96)].

A few highlights of the efforts of Bloomsbury to move beyond the Benthamite par-
adigm may be mentioned. The original impetus for inquiry came from an awareness
among these artists and writers that their responses to works of art seemed funda-
mentally different from those experienced during their consumption of food or other
conventional goods and services. Roger Fry in a brief autobiographical fragment talked
about how on reflection he saw himself “always groping my way towards some kind
of a reasoned and practical aesthetic” [Fry ([1920] 1998, p. 87)]. For Fry the groping
led first to rejection of the notion of beauty inherent in an artwork. He was inspired by
an essay of Leo Tolstoy that portrayed art as the communication of “aesthetic emotion”
rather than some sort of production and consumption of a good or service. Fry and Bell
went on to speculate that the “form” of an art work rather than the content helped to de-
termine the effectiveness of artistic communication. Some of the Bloomsburys reached
out to such pioneer psychologists as Sigmund Freud and Wilfred Trotter to help them
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understand the aesthetic experience; others, including Keynes, looked to philosophy and
especially to the ethicist G.E. Moore. Regardless of their success in developing a new
understanding of the artistic experience, high on the priority list of the Bloomsburys was
always a desire to demonstrate the exceptional nature of the arts, a task that had been
largely ignored by thinkers in the English-speaking world since the eighteenth century.

8.3. The arts in society

Most economists by the twentieth century had come to view the arts and culture as
merely a rather uninteresting dimension of human consumption, perhaps to be viewed
as luxurious and with or without externalities depending on your judgment, but unlikely
in any case to have much impact beyond themselves. By contrast the Bloomsburys were
fascinated with the ways in which the arts and culture through the course of history had
conditioned and helped to interpret society, polity, and economy [Goodwin (2000)].
On this topic the artists, the novelists, and the social scientists in the Group could find
common ground. Great works of religious art and literature fascinated them in partic-
ular. They were intrigued especially by Old Testament stories such as the accounts in
the Book of Genesis of Adam and Eve in the Garden, and of Noah enduring the flood.
These art works, they believed, contained hidden but intentional messages that affected
human behavior. From the account of the Fall in the Garden readers, or viewers of
pictures, could infer that hard labor under difficult agricultural conditions was the in-
evitable lot of man and was partly at least the result of female miscalculation. From the
Noabh story, as from Marxian doctrine that the Bloomsburys so much abhorred, readers
were intended to conclude that catastrophe — a flood or a revolution — must precede fun-
damental improvement in the human condition. They were fascinated also by classical
mythology that played such a prominent role in English public school education. The
myth of Cupid and Psyche strengthened the portrayal of the unreliability and feckless-
ness of women; by contrast the stories of Pan and of Daphne and Apollo warned of
the need to protect the natural environment. The connection between works of art and
literature and social and economic affairs was explored by nearly all the Bloomsburys
but especially by the artists Duncan Grant, Vanessa Bell and Roger Fry, the novelists
Virginia Woolf, E.M. Forster and David Garnett, the biographer Lytton Strachey, and
the political theorist Leonard Woolf. In the writings of Keynes there were repeated ref-
erences to biblical and mythological characters and events. For example, he noted that
“the old Adam” in humans keeps them from spending money when expenditures are
needed, and the delusion that struck King Midas still causes humans to hoard rather
than to circulate gold [see also Skidelsky (1992, p. 425)].

8.4. Art markets

The Bloomsburys paid close attention to various aspects of the art markets, but they
found the conventional models in economics unsatisfactory to explain them. On the
supply side they found that price was seldom the most important determinant of supply
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— artists were as anxious as anyone for a decent living but for the most part they seemed
impelled more by internal psychological pressures than by financial reward to produce
their best work. The Bloomsburys came to believe that the main challenge for those
concerned about the health of art markets should be to generate sufficient demand of
the right kind to sustain the artists. Here again they found that price was not the most
powerful independent variable. Roger Fry led the movement within the Bloomsbury
Group to examine the demand for the arts in its various components and to probe the
psychological circumstances of all the actual or potential providers of support for the
arts. Fry and the others identified a number of distinct categories of demander to whom
they gave, with their typically irreverent style, names such as “snobbists” (following
Thackeray), “Philistines” (following Arnold), “Classicists” and “the herd” (following
Trotter) [Goodwin (1998)]. The Veblenian instinct of emulation played an important
part in the demand for art, but there were also the church, the monarchy, the landed aris-
tocracy, big business, and an aesthetically-sensitive component of the middle class. In
the Bloomsbury decomposition of the demand for works of art and in their attention to
the psychological motivations of the various components, it is not hard to see a method-
ological precursor to the later Keynesian identification of the components of aggregate
demand in the General Theory of Employment Interest and Money ([1936] 1947). There
is even a parallel in the compensating role for the state proposed in both cases; pub-
lic support should be introduced in the arts or the macro-economy, the Bloomsburys
insisted, when private alternatives had been exhausted.

8.5. Policy reform

The topic of policy reform was where Keynes’s leadership was so important. Most of the
Bloomsburys felt a strong sense of social responsibility — perhaps inherited from their
Victorian families — to respond to policy challenges as they saw them and not just to
sit on the sidelines and theorize. Roger Fry’s unceasing travels across Britain lecturing
to large audiences on art and Virginia Woolf’s commitment to the “Common Reader”
were manifestations of their sense of social obligation. They were advocates above all
of private sector solutions to problems when these seemed possible.

The Bloomsburys concluded from their extensive personal experience that most
artists were ill-equipped by training and emotional make-up to set up or operate firms
that could effectively market their products to the complex mix of potential demanders.
Accordingly they set out to experiment, often collaboratively, with a range of innova-
tive market devices. The Hogarth Press and the Nation magazine, the latter directed by
Keynes, were two publishing outlets designed to insulate the writer as much as possible
from intrusive business and editorial pressures. The Omega Workshops started by Roger
Fry and the London Artists’ Association managed by Keynes attempted to secure a regu-
lar minimum income for those artists who were willing to limit their outlets and trade off
some sales opportunity for economic security. One of the most interesting private sector
experiments (with which Keynes was involved as well) was designed to take account
of the role of the critic, a matter about which the Bloomsburys felt strongly. The Con-
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temporary Art Society was established in 1909 with Fry and Bell among the founders,
to provide seals of approval to living or recently deceased British artists through certifi-
cation by critical authorities. They hoped thereby to “educate the artistic opinion of the
country” and engender confidence in inexperienced buyers of art. CAS members paid
annual subscriptions and certain designated experts made purchases with CAS funds or
made gifts of the works of artists whom they favored; these works were then exhibited,
publicized and passed along on loan to local museums. Like the Book of the Month
Club founded a few years later in the United States, the CAS was a pioneering attempt
to correct what was perceived to be a unique market failure in art markets. The founders
appreciated that it typically took years to establish an artistic reputation and by this time
an artist could be impoverished. The CAS would correct an information gap and thereby
help to assure support for those artists who deserved to survive.

Education and research in the humanities and the arts were desiderata for the Blooms-
burys that they hoped could be accomplished by activities in the public and private
sectors. Education in the liberal arts was justified on the ground that it was training for
life, just as much so as vocational education. Technical education was justified typically
on the ground that it increased the output of goods and services from a given set of
resources. In exactly the same way education in the arts and literature was justified for
its capacity to enable humans to experience a better life through gaining access to the
best in the arts and literature. Research in the arts and literature was predicated on the
proposition that there was a legitimate distinction between good and bad art and writing,
and that good quality could be discerned and explained by trained people after sustained
study. Just as education made possible extension of the breadth of use of the arts and
literature, so research could increase the depth of this use. To the extent that enough
people with resources perceived the social significance of education and research in the
arts and culture, their nurture could be left to the market and private philanthropy. To
the extent that the private sector proved inadequate, however, it would be necessary for
the government to intervene.

The best-known public sector policy initiative with roots in Bloomsbury was the
British Arts Council, established after World War II as a public funding mechanism
with Keynes and Kenneth Clark as chairmen [Moggridge (2005); Goodwin (2005)]. By
channeling public support for the arts mainly through private sector intermediaries the
Council hoped to strengthen public support for the arts but lighten the heavy hand of
governmental bureaucracy.

It may not be too much to speculate that if Keynes had successfully introduced the
ideas of his Bloomsbury friends on the economics of art and culture to the economics
profession, as he did his ideas on macro-economics, the result might have been just as
revolutionary. Indeed the two approaches are strikingly similar. Both call for more con-
tact with the discipline of psychology, and with other disciplines too, for explanations
of how human actors behave in different market situations. At a time when applied
micro-economics was beginning to assert its pervasive explanatory power because of
the generality of its models, this call for a return to particularities and the evidence of
experience would have been heresy. But the explorations started by this new line of in-
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quiry might have been stimulating beyond a narrow focus on the economics of the arts
and culture; they might have extended at least to the sub-field of industrial organization
where the theory of the firm seemed of limited usefulness in the arts, and to the sub-
field of public economics where it might have been conceded that the arts as an area of
economic activity had established its exceptional nature and deserved scrutiny beyond
conventional considerations of externalities and public goods. The parallels between
Keynesian macro-economics and the Bloomsbury intimation of a cultural economics
also go beyond economic theory. The richness of the Bloomsbury array of policy ex-
periments in the arts is reminiscent of the recommendations of the young Keynesians as
they explored ways to increase and manage aggregate demand.

9. Conclusion

By Keynes’s death in 1946 attention to the economics of art and culture had not gone
far. As this chapter has shown, there had been promising starts on important questions
made by eighteenth century Enlightenment thinkers and in the twentieth century by the
Bloomsbury Group, but they were not followed up. The development of a distinctive
sub-discipline to address this subject was held back initially by suspicions of luxury,
vice, and conspicuous consumption and subsequently by claims that all significant ques-
tions could be answered satisfactorily by the simple application of the emerging tools
of marginalist micro-economics. All the same, numerous issues had been raised that
remain before the economics profession still, notably whether positive externalities gen-
erated by the consumption of art justify public support. Those who today address either
theoretical puzzles in cultural economics, or policy challenges, would do well to begin
by reviewing the efforts of those who went before.
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Abstract

Treating markets as arenas where relative advantage is contested, this entry explores
the emergence and evolution of Western markets for paintings, 14501750, in terms of
the players, their creative moves to secure gain, and the rules they devised to maintain
order. Primary markets for paintings arose as a derivative of the commission market
for one-off, mainly religious paintings in places such as Florence and Bruges, in the
second half of the 15th century. Demand from foreign merchants eager to obtain works
in the new medium, oil, gave Bruges an edge. So did a demand for easel paintings on
thin linen, and even in oil on panel, as cheap substitutes for tapestries. Variety and cost
also played a role. Emulation among differently-trained artists generated novel prod-
ucts plus extraordinary cost reductions, and painters discovered a latent demand among
the less wealthy. Some novel products were exported, as were new techniques. The re-
tail market in Florence was limited in size and largely confined to serving a need for
cheaper versions of unique, public commissions. A mass demand for paintings across
the social spectrum occurred principally in Northern cities: e.g., Antwerp, and later
Amsterdam, though also in Spain. Resale markets followed retail with a lag, recycled
paintings being handled by second-hand clothes dealers. This sequence — commission
nexus, cost-reduction and novel sorts of paintings, mass retail, then resale markets — oc-
curred in cities across Europe. As mass markets emerged, so too did specialist dealers.
A large part of the entry is devoted to detailing their creative marketing moves. There
were tensions as to whether only artists might sell, but demand mostly overrode guild
reluctance to relinquish control of distribution. Widespread distribution came to require
efficient sales mechanisms, hence public sales and auctions. The entry explores auction
rules and techniques within the broader sequence identified above.

Keywords
rules vs. plays, guilds, dealers, auctions

JEL classification: D4, L8, N8, Z12
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1. Approach, focus and scope

Competition is a notion linked to a particular sort of market structure and its associ-
ated set of equilibrium properties; in the practical realm, however, competition is very
clearly a creative struggle for advantage. Focusing on the latter, as we will, it makes
sense to think of markets as arenas within which various players engage flexibly in ex-
perimental strategizing for relative gain.! Historically, at an early stage, regulations or
rules tend to be put in place to govern such competitive struggles. Those rules, along
with certain structures — avenues for seeking the redress of grievances, for example —
constitute institutions which, together with the creative strategies adopted by the play-
ers, come to define the structure of a market and the way markets function.” The gaming
analogy implied in talk of players and rules derives its force from the fact that games
too have a structure, and typically it is one that allows for probing, rule-challenging
and rule-modifying plays.? Our history of art markets will be guided analytically by the
categories roles, rules and creative plays, though we will also try to maintain a sense of
chronology.

Some disclaimers about our scope are in order. Though certain mechanisms of art
markets have quite ancient and non-Western origins — auctions, for example — we will
confine ourselves to the emergence of such markets in Europe during the Renaissance
and Early Modern period, roughly 1450 to 1750. As to regional concentration, the Low
Countries have been the focus of much of the available research; as to terminal date, all
the main innovatory elements we now know as standard were in place by about 1750.
Finally, most research deals with paintings, and we will follow the available research.

Research on the history of art markets depends heavily on surviving guild records,
inventory studies and legal documents. Survival being a matter of historical accident,
the record is patchy. Our overview, unavoidably, will reflect this, and will thus be both
episodic and somewhat disjointed. A nine-point synthesis is provided in a coda (Sec-
tion 6) that may usefully be read in advance.

Prices have not been adjusted for inflation but have been expressed in terms of Flo-
rentine gold Florins, a money of account. Conversions are indicated in-text and in notes.

! De Marchi and Van Miegroet (1994, p. 452).

2 Rules and structures may be informal and depend for their effectiveness on mechanisms such as loss of
reputation or the ostracizing of offenders. As Grief and others have shown [Grief (1993); Grief, Milgrom and
Weingast (1994)], such forms of self-regulation can work even in the absence of an official legal basis.

3 Our conception of markets derives in part from North (1990), and is in part inspired by Grief’s work. For
illustrations of our conception at work see De Marchi and Van Miegroet (2000b).
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2. Early local art markets, primary and resale
2.1. Forms of exchange

Makers and buyers meet in exchange relationships, which take various forms: commis-
sion exchange and gift exchange are at one end of a spectrum, market forms at the other.
Both commission and gift exchange involve a more or less unique product, and contact
is between one buyer and one seller, often direct, or mediated at just one remove by an
agent. Valuation is involved in both these forms, but in neither is the primary motivation
of a purchase asset value — the painting as potentially re-saleable, for gain. Power, deco-
rum, honor and display were important within gift exchange and these criteria were
culturally rather than market-determined.* Artistic and functional (mainly religious)
value entered significantly into commission exchange, along with reputation (on both
sides: purchasers and artists). Prevailing norms also affected the value of artists’ ser-
vices. Yet there was room in these parameters for negotiation and for individuating the
terms of an exchange. Thus, historically, in the Central Italian commission nexus of the
15th century, prices fixed in advance were rare; more usually a range, or a maximum, or
a minimum, was specified. Price — and implicitly the artist’s reward — would then be de-
termined as part of an assessment of the end product, the estimation usually being done
by a committee assembled for the purpose. Both commission and gift exchange were
practiced within certain strata and segments of society in our period; here, however, we
can do little more than acknowledge that fact and use these forms as a foil.?

In contrast to both commission and gift exchange, market exchange — our principal
concern — involves buyers and sellers who are relatively numerous; moreover, valuation
takes place via bids and offers for products that, while they may be somewhat unique,
are also regarded as reproducible.® Markets may be primary (first sale) or secondary (re-
sale), and transactions in both may be primarily retail or mixed retail/wholesale, but the
basic distinction is between primary and resale. Historically, primary markets involved
artists doubling as dealers — in their own and other artists’ products — long before spe-
cialist, professional dealers emerged. We find the first substantive European evidence
for primary markets and the retailing of paintings in 15th-century Florence and Bruges.
Resale markets, temporally, followed primary markets with a lag of fifty years or more.
The clearest evidence concerning the auctions that served resale markets pertains to
early 17th-century Amsterdam, late 17th-century London, and to Paris in the first half

4 For the values implicit in gift exchange see Welch (2003) and references there cited.

5 Commission exchange is best approached through the study of contracts, for which the basic source is
Glasser (1977); see O’Malley (2005) for a valuable study of altarpiece contracts and their prices in 15th- and
16th-century Central and Northern Italy. Details on commission contracts for the Netherlands in the same
centuries, especially the 15th, are scarce.

6 This implies recognizing, as was the case, (a) that techniques for copying were part of best workshop
practice, (b) that copies were accepted — even asked for — by the best collectors, and (c) that prints were a
widespread form in which imagery was enjoyed, and not only at the low end of the market.
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of the 18th century. But their earliest manifestations were in the form of estate sales and
forced — court-ordered, and bankruptcy — sales. Those who traded in these early resale
markets were dealers in second-hand goods, initially used clothes. Specialist dealers in
paintings in the resale or secondary market followed, but for a long time appear to have
shared the trade

(1) with artists, who frequently dealt in paintings on the side and indeed were often

the only people allowed by the guild to market paintings;

(2) with agents who served as intermediaries and advisers to those who did not want

to get personally involved in finding paintings or haggling over price; and

(3) with street dealers in new and old paintings, stallholders at fairs, and with shop-

keepers.
For the latter, more often than not, paintings were just one line within a broader range
of merchandise.

The sequence just sketched applies across Western Europe, north and south of the
Alps, though much of the creativity that interests us was expressed, as we would expect,
with significant local differences. Indeed, as secondary markets join primary sales, it is
the ingenuity of specialist dealers and auctioneers, or dealer-auctioneers, bent on ex-
panding or maintaining markets, who supply much of the fascination. In some cities the
primary art market always had a sizeable import component; other cities tended to be,
or to become over time, net exporters of paintings. This difference is apparent from the
information assembled in Appendix A. Dealers in net-importer cities — pragmatically,
those with ratios equal to or less than one — tended to function primarily as interme-
diaries and arbitragers across space. Dealers in net-exporter cities, on the other hand,
often had to devise strategies to secure market share in other places, near and far, in
order to sustain a production capability in paintings at home following a slowdown in
the growth of local demand. Antwerp and Mechelen/Malines are prime examples.

We shall begin with the primary market first observable in Florence, probably a net-
importer city, in the second half of the 15th century. The early phase of a secondary
market — when second-hand dealers dominated — can also be observed there, from
around the turn of the 16th century. This experience will then be contrasted with that of
contemporary Bruges, the pre-eminent entrepot of the western world, and a net exporter
of paintings. Thereafter we will introduce local developments, in roughly chronological
sequence, as noted, though emphasizing creative dealing, and related behaviors which
inject intriguing variants into the general sequence sketched above.

2.2. The primary market in 15th-century Florence

Florence was perhaps the single most prolific center of the new painting, and of ideas
concerning painting, that we associate with the Renaissance. Much of the work that has
survived and is widely admired was commissioned: for churches and their chapels, or
for religious orders, or for charity hospitals, guilds, and civic buildings. Some was in-
tended for distinguished private houses (palazzi). In many instances involving a public
commission, a competition was conducted, and a selection made from among mod-
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els, fashioned according to published guidelines and submitted for consideration. The
guidelines, however, did not preclude artistic ingenuity; indeed, it was favored. This
made each commission unique, even if there was a certain formalization of modes of
representation and an expanding number of well-rehearsed subjects. Uniqueness, or dis-
creteness of design, meant that demand was discontinuous. Moreover, though in the
course of the 15th century the Medici family acquired more and more power, Florence
remained a republic; there was no Ducal Court.” For this reason and because commis-
sioning bodies were many, with a variety of goals, there was no ‘“single dominating
authority” around which taste might coalesce.’

The resulting fragmentation of, and discontinuity in, demand was accentuated by
artists themselves: their very competitiveness conditioned buyers to expect ever more
ingenuity.9 Within the commission circuit, therefore, competition was confined to the
artistic; it could not express itself in cost-saving innovations in the way production
was organized. Yet, as the surviving business records of the Florentine painter Neri
di Bicci illustrate, a retail market existed in ready-made and made-to-order altarpieces,
painted wooden tabernacles (containing one or more devotional scenes or images) and
painted devotional forms in gesso and terra cotta relief. Often these were based on works
produced within the commission nexus, though Neri di Bicci’s altarpieces were also
recognizably his own.

As we would expect, the average price of the “derivatives” made in this market was
below that of commissioned works or those chosen for a private collection. Table 1
shows this to have been the case. Neri di Bicci’s clientele ranged from barbers to pa-
tricians; the largest segment (40 percent), however, were middling sorts of persons:
artisans and politically successful members of the lesser guilds, or members of lower-
status patrician families.'® Such clients could limit their outlay by opting for smaller
variants of standard items and restricting the number of figures, though without forgo-
ing ornamentation such as richly carved surrounds, the use of gold and silver leaf, gold
filament for the detailing of fabric, etc.!! In these ways Neri di Bicci managed to supply
devotional imagery inspired by the publicly-displayed creations of artists in the commis-
sion circuit, and sharing some of their artistic values, yet suited to lower budgets. And
he was successful at this: a wealth tax assessment of 1480 placed him ahead of all other
painters in Florence.'> Moreover, he was included in a listing of 1470 by Benedetto Dei
of artists who maintained a workshop in Florence, along with some famous names.!? It

7 This changed in the 1530s, when the ruling member of the Medici declared himself a Duke.

8 Goldthwaite (1982, p. 412).

9 Ibid., p. 421.

10 Holmes (2003, p. 218; see also Note 40, p. 223), in Fantoni, Matthew and Matthews-Grieco (Eds.) (2003).
1 Ibid., p. 217. Neri di Bicci’s most popular altarpiece is said to have comprised a panel of c. 2 x 2 meters,
with the Madonna and Child flanked by 2 to 4 saints, the whole costing just 2.75 to 8.5 florins (ibid., Note 36,
p. 222); but he also made many much smaller panels [Kubersky-Piredda (2003, p. 117)].

12 Commanducci (2003, p. 106).

13 Gilbert (1980, pp. 182-183) contains a translated extract of Dei’s observations.
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Table 1
Prices, commission circuit vs. derivative market, 15th-century Florence

Commission circuit’ Derivative market®
Av. Range Av. Range
Devotional images
De’ Medici! (N = 3) 24.7 4-40 di BicciZ (N = 100) 16.0 2.75-45
Altarpieces, 4-6 sq. meters
Central Italy® (N = 8) 120 di Bicci* (N = 5) 28.9

IThree Flemish panels, two attributed: Nuttall (2004, Appendix A).
2Works made 1454—1474: Kubersky-Piredda (2003, p. 121).

30’ Malley (2003, Table 4, p. 176).

4Kubersky-Piredda (2003, p. 121).

SAll prices in Florentine florins.

is worth noting that original paintings in Amsterdam inventories, 1620-1660, averaged
about 2.2 florin-equivalents, below Neri di Bicci’s minimum prices.!#

Neri di Bicci shared two difficulties with artists in the commission circuit: the dif-
ficulty of maintaining a workshop between sales, and the need to advertise.'> Unlike
those artists, however, he was able to organize his business so as to reap the cost sav-
ings associated with repetition: he sub-contracted for bulk orders of standardized gesso
and terra cotta reliefs, and for similarly standardized wooden tabernacles.!® He differed
from those in the commission circuit also in that his margins, generally, were quite low
— Kubersky-Piredda estimates 10—15 percent of the price, to cover his fee as well as mi-
nor materials and food costs. This was significantly less than the margins paid painters
of superior ingenuity and skill, such as Sandro Botticelli who, late in the century, could
earn 35-45 percent of the total cost of commissioned altarpieces.!’

14 Montias (2002a, p. 118). The estimated average price in Holland was about 13 guilders (of 20 stuiv-
ers). The guilder of 20 stuivers had been equivalent to the gold Carolusguilder when the latter was first
issued in 1521, and the Carolusguilder was equivalent to 0.7 of a Rhineguilder, which in turn was equiva-
lent to 0.75 of the Florentine gold florin. The Carolusguilder disappeared from circulation in the course of
the 16th century; but, based on gold content, the original guilder of 20 stuivers had slipped to the equivalent
of just 0.17 of a gold florin by the 1620s. In terms of equivalences in 1521, the following relationships had
held: 1 guilder (20 stuivers) = 1 Carolusguilder = 0.7 of a Rhineguilder = 0.75 of a gold florin; so that
2 guilders (of 20 stuivers) =~ 1 florin. Because of debasement, however, in the 1620s it would have taken
roughly 5.9 guilders of 20 stuivers to purchase 1 gold florin. Silver guilders were of much lower value. See
De Vries and Van der Woude (1997, pp. 80-81, and graph on p. 85).

15 See Wright (2003, pp. 225-236) on the goldsmith-artist Antonio Pollaiuolo and his marketing devices.
Thomas (1995, pp. 88-93), discusses variations in di Bicci’s workshop size, and Matthew (2006), in De
Marchi and Van Miegroet (Eds.) (2006), notes Neri di Bicci’s promotional pricing of portraits.

16 Kubersky-Piredda (2003, p. 116).

17 Blume (2003, pp. 152-153). Two observations only. Data are scarce, so these figures may or may not be
representative.
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We possess only anecdotal evidence of dealers in the primary market in Florence.
Kubersky-Piredda supplies information on three such dealers in the period 1450-1500.
Two of the three purchased from Neri di Bicci, but for each, paintings were merely a
side line. Their primary business lay elsewhere: in banking, haberdashery, and jewelry,
precious stones and other high value-added objects.'® Specialized dealing, as noted, is
first observed in the trade in second-hand goods.

2.3. Florentine estate sales: Early specialization among second-hand dealers

Regular estate sales were common in most cities in Europe and they were dominated
by second-hand dealers, corporations of which date from the late 13th century. In most
places these dealers were given a name that reflected their main line, old clothes and
cloth goods in general, in various states of disrepair, often just rags: hence straccia-
roli or strazzaroli in Venice, rigattieri more generally across Italy; oudecleerkopers
(second-hand clothes dealers) in the Netherlands; fripiers in France; rag and bone men
in England. Sometimes more generic designations were used, for instance, to indicate
that one of their principal roles was to clear out the house of a deceased person (hence
uitdraagsters in the Dutch Republic), or to repair household goods preparatory to recy-
cling them (hence “upholders” in England).

In Florence, in the last decades of the 15th century, signs of specialization begin to
appear in the meticulous records kept there of the public auctions of estates. Records of
the sales include the names and bids of all bidders for each lot, including of course but
not limited to the winning bid. In principle, therefore, we are able to identify concentra-
tions of types of bidder for particular sorts of goods. By late in the century lots at estate
sales were being organized so as to separate cloth goods from other household movables
(e.g., furnishings, including paintings), suggesting that a specialization of sorts had al-
ready begun among the rigattieri. The 1479 inventory of a rigattiero contained only
artworks and furniture, while an auction of 1498 listed a lot comprising 26 works of art,
including paintings, and the winning bidder was from a family of known second-hand
dealers.!® With a lot of 26 objects, we should add, a sale almost qualifies as part of a
wholesale market.

The distinction in Florence within the ranks of the second-hand dealers became
sharper with time, and presumably was mirrored elsewhere, though a terminological
distinction to match the situation on the ground seems to have been rare.?’ In any case,

18 Kubersky-Piredda (2003, p. 117).

19 See Lydecker (1987, pp. 214-216).

20 1y Spain, France, England and the Netherlands (north and south) no distinct terminological acknowledge-
ment was made of the specialization among second-hand dealers. Nor was there any in Rome; while even
in Naples, far from the specialization being named, it was not even accepted: li mastri della Giudeca were
confined, late in the 17th century, to dealing in clothes and not allowed to deal in other household goods
[Allerston (2003, p. 311, n. 57), citing information supplied by Christopher Marshall].
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as far as we know, nothing comparable occurred in Bruges.?! It was not until 1588,
and then in Antwerp, that we find two men registered in the painters’ guild — officially
required of those wishing to deal — but as “second-hand clothes dealer, also trading in
paintings” (oudecleercoper ende handelt met schilderijen).”> By the middle of the 16th
century the recycling market in Florence had developed to the point where the city des-
ignated a sales venue in the city center, opened a warehouse to store goods pending their
sale, hired estimators to value each lot (which estimates became the starting point for
bids), and ordained that any citizen might hold sales — not only estate sales — using the
facilities.”?

2.4. The primary market in 15th-century Bruges: Scale; foreign demand; artistic
emulation

In the fourteenth century Bruges was the most important trading center in Western Eu-
rope, and the second-largest city (after Ghent) north of Paris, with a population of some
46,000. It was surrounded by textile-producing towns, but never itself became an indus-
trial city. Its strength was trade — entrepot trade — and the city developed sophisticated
institutions to maintain its pre-eminence in that sphere: space for displaying the textiles
immediately preceding its May fair; inspection arrangements and quality guarantees;
and a system of licensed brokers, through whom deals outside fairs were to be closed.
Innkeepers, many of whom also hired brokers to close deals, supplied storage and pro-
vided financial services.?* These institutional arrangements were strictly supervised for
the most part, brokerage fees, and tolls, being important sources of income to the city.?’
The same predilection for oversight, order and control was also reflected in guild reg-
ulations, and in the strict boundaries between crafts. The city’s painters fell under the
same restrictions as other crafts though, as will be seen, the magistrates could also wink
at breaches of guild regulations when the city’s trade was at stake. By the mid-15th-
century Bruges’ population had fallen to about 40,000, and in the next five decades the
city’s economic prospects were damaged by serious, continued silting of its access river
and, after 1582, by political differences with the claimant to the privileges exercised
by successive Burgundian dukes, the future Holy Roman Emperor Maximilian I. The
dispute resulted in the decamping to Antwerp — at first temporary, but later permanent

21 We know of no documentary indications of specialization or re-naming among the uitdraagsters in the
Dutch Republic even in the 17th century, though we know a good deal about individuals and their participa-
tion in sales involving paintings from Montias’ study of Amsterdam Orphan Chamber Auctions, 1597-1638
[Montias (2002b)]. By the mid-17th century the Friday (estate) Market in Antwerp had become a place to
acquire old paintings, many of them not cheap. But at that time it was frequented for the purpose by knowing,
specialist dealers, and their agents, not just old clothes dealers.

22 See Vermeylen (2003, note 37, p. 132).

23 Lydecker (1987, p. 217).

2 See Murray (2000), Stabel (2000) and Greve (2000), all in Stabel, Blondé and Greve (Eds.) (2000).

25 Nicholas (1992, pp. 204, 296).
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Figure 1. Numbers of newly apprenticed cloth and panel painters, Bruges, 1456-1500. Note: Our source
excludes masters’ sons. Our numbers therefore differ from some other counts, but omitting masters’ sons
captures more accurately the incentives in play. Source: Vanden Houte (1913).

— of the foreign “nations” (resident foreign merchant communities). Painters fared bet-
ter than many crafts during the decades of decline, partly because they were able to
generate new demand at the low end of the retail market.

That demand can be inferred from the numbers of new master painters registering
during the second half of the 15th century; and even more clearly from the numbers of
new apprentice painters. As Figure 1 shows, in some years the number of new apprentice
painters exceeded twenty. No comparable record exists for Florence. By way of crude
comparison, however, the total number of painters with a workshop in Florence in 1470,
according to Dei’s list, was under 30. That estimate roughly accords with a separate list
of “figure painters” in the Company of St. Luke, a confraternity of painters, in 1472.26

One factor clouding the numbers for Florence is that artisans there could move freely
between crafts without acquiring official membership in any guild but that of their orig-
inal training. Andrea del Verrocchio, for example, having failed as a goldsmith, moved
successfully into painting (as well as carving and casting). Antonio Pollaiuolo, on the
other hand, who also trained as a goldsmith, maintained a successful goldsmithing
workshop whilst freely collaborating with his brother on painting projects.?’ Lower
recorded numbers of painters registered as such in Florence may thus understate the
true supply of artists’ services.”® Both Verocchio and Pollaiuolo, however, made it onto

26 Wackernagel (1981, p. 300). Wackernagel notes that 42 were listed as members adding, however, that some
were not painters at all, while others were engaged in related crafts such as gold leaf production. Dei’s own
list included several painters already deceased.

27 Wright (2003, pp. 227-228).

28 1t also disadvantages Florence to count only figurative painters there; the Bruges lists are more inclusive.
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Dei’s list, suggesting that he was a knowing observer. In any case, there are strong indi-
cations that painters in Florence faced less favorable conditions than artists in Bruges.
They found themselves having to advertise, as noted earlier. Moreover, many of them
moved to other cities in pursuit of work.?’ By contrast, in Bruges, between 1466 and
1496, almost one-third of new masters in the image makers’ guild, to which painters
belonged, were immigrants.>° Since new painters accounted for more than two-thirds
of all new master image makers in this period, it seems safe to assume that there was
also substantial net immigration of painters.

There is also evidence of a quite different sort that distinguished Bruges from Flo-
rence. Demand in Bruges included a component contributed by foreign merchants. And
in that respect Bruges reaped collateral benefits that Florence lacked. An annual interna-
tional fair, plus resident foreign “nations”, meant a whole infrastructure of institutional
arrangements to facilitate exchanges.31 These, as noted earlier, were the city author-
ities’ conscious contribution towards maintaining Bruges’ pre-eminence as a trading
center. Textiles predominated but the two-way exchanges of goods in Bruges differed
according to the offerings and needs of participants, and the merchants present included
Catalans, Castilians, Portuguese, Lucchese, Milanese, Genovese, Florentines, represen-
tatives of the Hanseatic towns, French, English and Scottish. It is thought that foreign
merchants and their assistants might have numbered 1000 outside the period of the May
fair in Bruges, and perhaps double that during the fair — or roughly one in ten heads of
households there.3? Florence, by contrast, sent bankers and merchants abroad, but there
was no established mechanism or tradition of foreign merchants visiting or congregat-
ing in Florence, much less staying there for extended periods. Florence, paradoxically,
was a city of home-grown merchants, yet not the host of an international market. Or, as
Goldthwaite puts it, “the Florentine marketplace ... for all the city’s position in inter-
national banking and commerce, had only a regional scope”.3?

Nor was the contribution of visiting and resident foreign merchants to Bruges lim-
ited to their numerical strength; on average, they had greater buying power than the
local population.>* Moreover, the wealth-elasticity of demand for art among them may

29 Goldthwaite (1982, p. 420). Goldthwaite notes that in provincial Verona they even outnumbered locals.
30 Blockmans (1996, p. 20).

31 Goldthwaite (2003, p. 432). Stabel (2006) notes that the paintings market in Bruges could draw on a whole
history of such infrastructural elements as part of the city’s longstanding contribution to exchange.

32 Blockmans (1995, p- 15), and Stabel (2001, p. 191). A moneychanger’s records for 1366—1368 contain the
names of 990 foreign merchants: Murray (2000, p. 7).

33 Goldthwaite (2003, p. 432).

34 Direct evidence of this for Bruges is lacking — though see Nicholas (1992, p. 296) — but it is a fair infer-
ence from what is known of the Amsterdam merchant population, which in the early 17th century included
a significant proportion of immigrants from the Southern (Spanish) Netherlands. Montias has shown, from
inventories, that “virtually all” the paintings valued at 10 gulden (1.7 florins) or more were owned by indi-
viduals who paid a minimum of 5 guilders in tax (0.8 florins) in a 1631 wealth assessment in Amsterdam.
“The bulk of this demand [moreover] originated with merchants, along with a few brewers, sugar refiners,
and other small-scale ‘makers of goods’. They are the people who paid 50 gulden [c. 8.5 florins] or more in
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well have exceeded 1.0. The available estimates of the wealth elasticity of art are for
17th-century Holland; there, most paintings were purchased by merchants, and several
separate data sets put the elasticity above unity.’> Though we lack such estimates for
Bruges, an illustration of the significance of merchant demand is to be found in the case
of Hans Memling, a German-born artist who settled in Bruges. The socio-economic
status of the buyers of almost half of the works attributed to Memling is known; over
60 percent of them were foreign merchants.>® But if local demand in Bruges was sup-
plemented importantly by the demand of foreign merchants, things were the other way
around in Florence. There, the merchant/bankers imported paintings made in Flanders
on commission or obtained at the annual fairs. Inventories of the Medici family in the
15th century show that close to one-third of the 142 paintings registered in the 1492
inventory of Lorenzo the Magnificent were imports from Flanders, or Antwerp in the
neighboring Duchy of Brabant.’

There is yet another factor that distinguished conditions in Bruges: competition
among different sorts of specialist painters. We have mentioned artistic emulation
among artists vying for success in competitive commissions in Florence. The compe-
tition in Bruges was different, and had a quite different impact on the primary market
for paintings there. Three distinct crafts of painting were recognized in Bruges. The
image makers’ guild included two of them; there were painters in oil on wood panels
and painters using pigment mixed with rabbit skin glue — a mixture called “watercolor”
— on thin linen. These were the clederschrijvers, or cleerschrijvers (literally, “writers”
on cloth/clothing). The third group was the illuminators or miniaturists, who had been
shunted off into the librariers’ guild. The number of the illuminators is not known, but
as an artistic force they were significant; no less a painter than Jan van Eyck was trained
as an illuminator, though that is not the kind of influence we have in mind here. The
three crafts competed for market share, and the competition was by product type as
well as by price. Moreover, for all that the groups maintained a separate identity, their
engagements with each other as competitors issued in mutual borrowings and adapta-
tions of each other’s subject matter, techniques, formats and supports. The result was
increased variety, including many items not seen before, and products available at every
level of price. Again, to judge from the numbers of apprentices taken on by cleerschri-
jvers and panel painters in the image makers’ guild — a whopping 242 between 1456

taxes, the top quarter of the distribution of taxpayers” [Montias (2002a, p. 117)]. Gelderblom (2000, p. 227),
has shown further that of the 477 taxpayers assessed 100 guilders (c. 17 florins) or more in the 1631 assess-
ment, 56 percent were merchants, more than two-fifths of them of southern origin. Montias’ conclusions give
substance to the shape of the tax “pyramid” in Amsterdam: see Figure 2.

35 Montias estimated 1.23 in a study based on Delft inventories: (1982, p. 265); 1.37 for “works of art” sold at
auction in Amsterdam, 1598-1638: (1996, pp. 75-76); and 1.46 from a random sample of Amsterdam inven-
tories (1620—1660): (2002b, p. 34, table). No comparable studies exist for Bruges, or Antwerp, both because
surviving inventories do not contain valuations and because no wealth tax assessments were conducted in
either city for “normal” years.

36 Blockmans (1996, pp. 23-24), citing the work of Maximiliaan Martens.

37 Nuttall (2004, p. 106).
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and 1490 — the changes must have elicited fresh demand.?® Thus we may think of the
foreign merchants as adding to final demand for a given range of products, while com-
petition between the three groups of painters issued in novel products, which in turn
also spawned new demand.

The differences in technique and end-product between the three sorts of painter in
Bruges were so clear — each craft of painting occupying its own market segment — that
the three ought to have been able to co-exist peacefully. Thus, by tradition the minia-
turists’ business was manuscript illumination; they decorated texts, but did not intrude
on the making of easel paintings or hangings. The cloth painters’ medium enabled large
surfaces to be covered easily and quickly. They painted on thin linen, readily available
in Flanders, and sometimes even known as draps de Bruges. And, since their material
support was cheap, and relatively little labor time was involved in this sort of painting,
cloth painters, for the most part, occupied a distinct segment of the market for easel
paintings and hangings: banners, flags, temporary decorations, for example. But not all
their products were fleeting or inexpensive. They also made the cartoons for tapestries
and some of their larger, narrative scenes were bought as tapestry substitutes. Those
could be costly: one such cloth painting owned by the Medici was valued at 10 florins,
and another at 25. Nonetheless, oil painting on panel was the preferred technique for
altarpieces, portraits, and devotional paintings of superior artistic pretensions. That tech-
nique called for layers of pigment interspersed with multiple lightly-tinted glazes. The
work was tedious and time to dry long, and the labor-cost therefore relatively high. At
the same time the contrasts, depth, shading and intensity achieved with oil were greater,
giving a satisfying impression of richness to warrant, and match, a higher price.

Despite these traditional, technical distinctions, two changes in Bruges in the second
half of the 15th century created strains. Of the 242 new apprentice painters between
1456 and 1490, 134, or 55 percent, were aspiring cloth painters, reversing a slight bal-
ance in favor the panel painters at the start of that period. The second was that the
illuminators began to make and sell single-leaf miniature paintings. Detached minia-
tures were new, and might have seemed an intrusion on the product space of the cloth
and panel painters. The growth of apprentices among the cloth painters, meanwhile,
must have made the panel painters uneasy.

Both developments at first produced blocking moves by the oil painters. They charged
the illuminators in 1457 with importing detached miniatures. Probably this was mis-
taken — the miniaturists replied that they actually exported, and on a daily basis — though
that would hardly have calmed fears of displacement among the panel painters.>® Then,
in 1459, the panel painters alleged of two cloth painters that they were displaying panels
in oil, which was not permitted them, though nor might they display any paintings for

38 Compare this with just 14 new inscriptions in the Company of St. Luke in Florence, 1492-1502, at the
height of artistic activity in that city: Wackernagel (1981, p. 300, n.1).
39 Campbell (1976, p. 190) records this incident.
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sale, even of their own craft.*" Initially the oil painters won support from the magis-
trates against the cloth painters, but in 1463 the magistrates reversed their own ruling,
affirming that the cloth painters might display and sell in the open, “as they are used to
doing”, on and near the St. John’s bridge, where ships tied up and unloaded, a step from
the toll-house and close to the foreign “embassies” and the Exchange (beurs).*!

These episodes involving the cloth painters, and the magistrates’ 1463 decision, tell
us two things. Firstly, that the cloth painters were attempting actively to interest foreign
captains and merchants in their wares; they were not content simply to hope that the
foreigners would visit their workshops, as the regulations assumed. Secondly, the re-
sulting deals must have grown to the point where to suppress open display might have
harmed the city’s revenues from brokerage.*?> This is inference on our part, but some-
thing like that must have moved the magistrates. It is not known how large the traffic in
cloth paintings was, but 17th-century records of Antwerp dealers show them purchasing
cloth paintings made in nearby Mechelen by the hundreds and shipping them abroad on
the same scale.*® In this context it is probably significant, too, that, whereas the Medici
in the 15th century had only four Flemish panels among their household movables, they
had 38 cloth paintings of Flemish origin.** In the years 1461—-1470, in Bruges, no fewer
than 40 new apprentices attached themselves to cloth painters, while only 25 joined
workshops of panel painters, a startling shift. Perhaps the magistrates detected early
signs of this and went along with it, in the greater interest of the city.

Was price a factor in the improving fortunes of the illuminators and cloth painters?
Undoubtedly. The average valuation of the Medici cloth paintings was a mere 3.38
florins, whereas that of their four Flemish panels was 23.5 florins. Again, Antwerp
dealers in the 17th century paid around 1.6 guilders on average for cloth paintings,
the equivalent of about 0.3 florins.** Interestingly, the price was about the same for 1 as
for 100. For further comparison, a small sample of Flemish altarpieces commissioned
by Italian buyers in the second half of the 15th century, averaged 23 to 42 florins per
square meter.*® Michelle O’Malley’s database of prices for Central Italian altarpieces
generates a comparable range, though it also reveals that there were fewer altarpieces
commissioned at higher prices. That relationship is not a demand curve, since each
altarpiece was unique, but it is a price-sensitivity curve of form similar to a demand
curve. Cloth paintings, in any case, clearly were very much cheaper, on average, than
high quality panel paintings. The same must have been true with respect to the illumina-
tors’ single-leaf miniatures. Matthijs Musson, one of the 17th-century Antwerp dealers

40 Ibid.; and transcript of 1459 proceedings, kindly supplied by Peter Stabel.

41 Martens (1998, p. 21).

42 Unlicensed brokers were not unknown, but there is no hint that the cloth painters were actually closing
deals themselves, to evade brokerage.

43 See, for example, Duverger (1969, pp. 83 and 96) for purchases and a shipment by the dealer Musson.

44 Nuttall (2004, Appendix 1).

45 See Denucé (1931, pp. 28, 34, 63, 64, 73, 284, 289) for the dealer Forchondt; and Duverger (1969, pp. 83,
95, 96, 98, 102, 103) for the dealer Musson.

46 De Marchi and Van Miegroet (2003).
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just alluded to, obtained paintings on parchment for 0.04 guilders each, the equivalent
of just 0.007 of a florin apiece.*’ If we were to translate the information just given
for cloth paintings in Antwerp and for panels/altarpieces in 15th-century Florence and
Bruges into price-quantity space they would reveal a horizontal demand curve for cloth
paintings with a very low price intercept (in fact a narrow range, centered on 0.3 florin-
equivalents), and a distinct price-sensitivity line covering a much higher price range.
And were we to use the cheapest Medici panel (4 florins) as the low point of that price-
sensitivity line, it would start at a point 13.3 times higher than the price intercept of
demand for cloth paintings.

Such price differences had always been present. What really was new was competi-
tion in terms of products, supports, sizes, subjects and technique at the low end of the
market. Here are a few instances. The illuminators, as noted, began selling single-leaf
miniatures, painted on sheets of parchment or paper — a shift towards easel painting but
still using their traditional skills in manuscript illumination. And they began making
pocket-size portraits — as small as 6 x 9 cm. The panel painters responded to the latter
by miniaturizing their own oil portraits on panel. Meanwhile, the panel painters freely
imported the naturalistic landscape elements of illuminated Books of Hours, into their
own narrative religious scenes. Cloth painters, for their part, began to create substitute
panel paintings, attaching cloth to cheap panels. Some panel painters — Van Eyck, for
example — also experimented with seccatives in their oil medium to shorten drying time;
others, Memling among them, further reduced time to completion through a more eco-
nomic use of paint: fewer paint layers, less glazing and an increased deployment of lead
white for highlights to create surface effects.*® Cloth painters, as noted, had long been
responsible for making the cartoons for tapestries. In the case of the horizontal (basse
lisse) looms commonly used in Flanders, the cartoons could be laid under the warp
threads and the pattern directly transferred into the woven textile; but drawings for such
cartoons could also be used to make series of painted substitute tapestries on linen. The
substitute tapestry was a new product for the cloth painters, but techniques for trans-
ferring designs or motifs were employed by all three sorts of painter, saving costs for
everyone, and benefiting the buyer, whichever kind of work was fancied. Many of these
innovations could also be realized, at still lower cost, in the form of printed sheets, the
technology for which was available in Bruges (and Venice) from mid-century, and was
intensively applied in Antwerp in the sixteenth century.

These product innovations and cross-craft adaptations generated in Bruges an array of
imagery not previously available and — importantly — affordable by those in the lowest
income groups. The three sorts of painters found themselves, whether by intention or
merely to retain or increase market share, tapping into a previously latent demand. This
new market was distinct from the commission nexus: prices were much lower, but for
the most part the products were not artistically derivative in the same way as were those

47 Duverger (1969, p. 99, folio 14).
48 Galassi (1997, p. 346).
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of di Bicci in Florence. The former division between expensive, commissioned, panel
paintings and cheaper cloth paintings of course remained, and cost-conscious buyers
such as the Medici continued to purchase both sorts. At the same time, developments in
Bruges marked the beginning of what would soon become a widespread habit: owning
and displaying pictures of relatively low value, in considerable numbers, even in modest
dwellings. This spread throughout the Low Countries, and in lesser degree elsewhere.

With the beginning of selling to the masses, new mechanisms for display and sale
were called for. Before turning to some of them, however, it is worth dwelling for a
moment on differences between Florence and one of the 17th-century northern seats of
mass production and widespread ownership of paintings, Amsterdam.

2.5. Wealth, and the ownership of paintings: Florence versus Amsterdam

There was a comprehensive wealth assessment for tax purposes in Florence in 1427, and
one in Amsterdam, in 1631; both imposed a tax rate of 0.5 percent. Unfortunately, no
similarly comprehensive assessment exists for a contemporary Flemish city. For our
purposes, however, a Florence—Amsterdam comparison serves. After converting the
wealth and tax classes in Amsterdam from guilders into florin-equivalents, we obtain
Figure 2. We adopt four tax ranges: class IV: <5 florins (<29 guilders); class III: 5-7.5
florins (29—44 guilders); class II: 7.5-50 florins (44-295 guilders); and class I: 50-580
florins (295-3422 guilders). In all 4110 persons were taxed in Amsterdam, and 6745
in Florence. Since the population ratio was c. 115,000 to 37,144, or 3: 1, in favor of
Amsterdam, it is clear that the tax base was much narrower there. The proportion of
Amsterdam taxpayers in the highest three wealth categories, however, was greater than
in Florence — 52 versus 24 percent — as were the absolute numbers: 2128 persons in Am-
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Figure 2. Numbers in wealth and tax classes (I-1V), Florence and Amsterdam.
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sterdam, versus 1649. If we could also show that paintings in Amsterdam were cheaper,
the combination of more persons of wealth and cheaper paintings would suggest that,
other things being equal, there should have been more paintings owned by the top three
taxpaying groups of households in Amsterdam than in Florence.

The data to check that expectation are lacking at the Florence end; but in any case the
culture of filling the walls of a house with easel paintings was not one that developed
at all strongly there. It is telling, however, to take as reference point the value of the
cheapest panel in the Medici collection, an unattributed Head of Christ, at 4 florins,
and compare it with the minimum average value of attributed paintings in Amsterdam
inventories, 1620—1660, which was 9 guilders, or roughly 1.5 florins. This suggests a
significant unit cost advantage in Amsterdam.

Did that translate into more actual purchases? Again, unfortunately, the question can
be addressed comparatively only for cities north of the Alps. Table 2 gives the picture
for Antwerp and Amsterdam, and for Paris and Metz. We do not possess ownership
data for Bruges, or for Florence. However, taken together with the estimates given ear-
lier for wealth-elasticities of demand for paintings in the Dutch Republic — all greater
than 1 — Table 2 can be used to infer a pattern of increasing ownership over time in the
Netherlands, north and south, both absolutely and relative to France. The pattern for
the Netherlands thus establishes a standard of sorts against which to measure ownership
in Florence and other Italian cities in future inquiries. It is perhaps worth noting that

Table 2
Ownership of paintings in the Low Countries, and in France

1530s/1540s 1565-1585 1620-1645 1630/1631  1645-1672

Antwerp (per house) ~575!  1-11 rooms: 6.8 1333
>12 rooms: 22.2 453

Amsterdam (per inventory,

by wealth-tax class):#

Low end of lowest bracket: 8-15
Upper end of lowest bracket: 9 originals
+20 cheaper
Top 2 brackets: 23 originals
+23 cheaper
Metz (per inventory)5 5.5
Paris (per inventory)() 8.7

Iper house, judicial inventories, houses of all sizes: Martens and Peeters (2002, p. 881).

2Zper house, various sorts of inventory: Vermeylen (2003, p. 148).

3Various inventories, excluding only houses of 16 or more rooms: Blondé (2002, pp. 382-383).
4Montias (2002a, pp. 122-123, Table 1). “Originals” were priced at the florin-equivalent of 2.3 and up.
SBenedict (1985, pp. 103, 105).

6Schnapper (2001, pp. 425-426), citing unpublished work by Mickaél Szanto.
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the average of 23 original paintings per inventory in the very top two tax brackets in
Amsterdam were valued at just under 6 florin-equivalents. The Medici — certainly in the
top tax bracket in Florence — owned only 6 comparably cheap paintings, out of the 142
recorded in the 1492 family inventory.

Against this background of a rising ownership of paintings in the Netherlands — over
time, and with increasing wealth — we will now trace some of the means by which sales
were effected in numbers greater than would have been possible via direct sale from an
artist’s workshop. For this purpose we shall turn, first, to the two cities Antwerp and
Mechelen/Malines, which, in our terms (see Appendix A), comprised a net-exporter
complex. Then we shall turn to Haarlem and Amsterdam in the province of Holland.
Amsterdam, the dominant urban center — population c. 1660 of 200,000 — was a net
importer of paintings and was linked with other cities via a canal network, which al-
lowed that situation to continue. De Vries estimates that the population of other cities
accessible within a day’s travel from Amsterdam was c. 350,000.4°

3. Distributing paintings across markets

As production in volume became normal — in 16th-century Antwerp and Mechelen,
17th-century Holland and 17th-century Rome — institutions and mechanisms for the
bulk marketing of images also developed, or were adapted for the purpose. These dis-
play an interesting variety of form as well as in the rules used to structure sales. In
the case of Antwerp the city authorities played a central role, adapting to paintings and
prints an older marketing institution — the display hall, used for textiles at fair times in
Bruges.

3.1. The panden in 15th- and 16th-century Antwerp

Antwerp in the 16th century took specialization and division of labor to new heights.
The city benefited from natural and political forces that caused a decline in the Bruges
economy during the 15th century. Antwerp’s river access, long restricted by sand bars,
was improved thanks to freak floods in 1375-1376 and 1404, eliminating Bruges’
monopoly up to that point on traffic using larger sea vessels.’® As to the political, as
noted already, following a decision to oppose the centralizing moves and claims to do-
minion (and power to tax) over Flanders by the future Emperor Maximilian I, in the
1480s, Bruges was punished. Maximilian offered incentives and safe passage to foreign
merchants to relocate to Antwerp, which had sustained his cause. After some hesitancy
and a temporary return by some merchants in the early 1490s, by the 1620s all the
foreign “nations” had moved permanently to Antwerp. In subsequent decades Antwerp

49 De Vries (1981, p. 75, Table 3.7).
50 Nicholas (1992, p. 390).
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quite superseded Bruges as the world’s entrepét. This reorientation was greatly assisted
by a monopoly in the distribution of spices granted to the city by the Portuguese at
the start of the 16th century, plus a realignment of commercial traffic along land routes
in accordance with the new mining wealth and burgeoning money markets of West-
Central Europe. The adjustment occurred in several waves, between 1460 and 1540.
Italian bankers suffered an eclipse in that region, and Venice became linked to Antwerp
chiefly via land routes that ran through Cologne, Niirnberg and Vienna, as well through
Cologne, Augsburg and the Tirol.’! The distribution of Antwerp and Mechelen paint-
ings in the 17th century can be traced partly along these routes, which complemented
an older traffic — still maintained — to Paris, the Iberian Peninsular and the Americas.

The resettlement of the foreign “nations” to Antwerp contributed positively to the
development of an art market there, in the same way as it had in Bruges; but there were
additional elements that were unique to the Brabantine city. One was an extraordinary
openness within the Antwerp St. Luke’s guild, which was all-inclusive, coming to com-
prise, by early in the 16th century, some twenty crafts including painting, and as many
as forty-eight by mid-century.>> During that century dealers also begin to show up as
registered members, though not all dealers bothered with guild membership.>> More
importantly, the guild did not forbid different sorts of masters cooperating with each
other.>* This all but eliminated the boundaries set according to technique and product
that were officially espoused in Bruges, even if, as we have seen, practice could be less
rigid.

A second distinctive feature in Antwerp was the deployment of cloister-like structures
known as panden, some of them operating for the selling of paintings on a year-round
basis. Strikingly, the city authorities took an active role in promoting these dedicated
sales venues.”® The first recorded pand involving paintings was in the cloister of the
Dominican friary. It dates from 1445, and — unusually — was a combined initiative of
the Antwerp jewelers’ guild and the painters’ guilds of Antwerp and Brussels. This
pand lasted for more than a century, though in 1481, following a dispute, the painters
switched to a new building near the cathedral church of Our Lady. There, from 1484,
they enjoyed a monopoly, guaranteed by the city, on the sale of paintings during fairs.
Our Lady’s pand was also the first to function as a continuous or year-round sales site,>
an interesting outgrowth of Antwerp’s two annual fairs, in mid-May and late August,

51 On these developments see Blanchard (1996).

52 Martens and Peeters (2002).

53 Vermeylen (2003, p. 134).

54 Ibid., p- 138. Martens and Peeters (2002) note that, contrary to belief, there were very few large workshops
in Antwerp, and that many practitioners of other crafts who registered with the painters’ guild also held
membership in another guild. It would appear that within-workshop division of labor was relatively less
important than openness and cooperation across crafts.

55 Vermeylen (2003, p. 28).

56 Ibid., p. 26. The pioneering study of this pand is that by Ewing (1990).
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each of which lasted for about six weeks. At those fairs luxury items of every sort could
be had, including paintings.’

This last marks two other important differences from Bruges. It is unlikely that paint-
ings were displayed in the open for sale at the Bruges fair. Guild regulations envisaged
display and selling principally from shops; moreover, it is improbable that paintings
were shown in the damp outdoors at the spring fair, unless perhaps during the three offi-
cial viewing days.’® In addition, though the city opened a pand in 1482, at the request of
the jewelers’ guild, it was not until 1511 that the restriction on painters just mentioned
was lifted and they were allowed to participate in the annual pand.>®

Various other panden were set up in Antwerp, for the display and sale of specialty
products such as tapestries, but the last and greatest such enterprise for paintings was
the one in the new Exchange that opened in 1540. Undertaken at the city’s behest,
this pand comprised 100 stalls on the upper floor of the Exchange building for the
exclusive display and sale of paintings, prints, frames, etc.% One artist-dealer who
rented a slightly larger-than-standard space in this artists’ pand was Jan Van Kessel; at
his death in 1581 he had a stock of 610 paintings there, exclusive of prints and various
other things such as copper plates, paper, and chests for storing paintings.

Van Kessel’s inventory gives us an opportunity to guess at the possible volume of
production in Antwerp. If he was representative, and if we assume that his stock turned
over completely every three years, there could have been something like 17, 661 paint-
ings added every year to the stocks displayed above the Exchange — at least in the good
years up to the 1580s." Most of these paintings would have been relatively standard,
on canvas or cloth, and quite cheap. They would also have been new and anonymous;

5T Campbell (1976, p. 196).

58 Blockmans (1996, p- 22). This suggestion concerning display prior to the spring fair is not at odds with the
fact discussed earlier that cloth painters found ways to display their paintings in the open, in the port area.

59 Wilson (1983, p. 477 and Note 10).

60 Vermeylen (2003, p. 50ff).

61 For the information from which we have calculated Van Kessel’s share of rented space in the pand see ibid.,
pp. 60-61 and Appendix 2, p. 194. Van Kessel had space 1.152 times larger than the standard stall, so of the
100 stalls available, there could have been only 87 of Van Kessel’s size. 87 x 203 new paintings per stall-holder
per year = 17,661 paintings. This is the crudest possible way to arrive at an estimate of total output. Montias
has articulated a more sophisticated method: first calculate the number of artists in a city; then, using archival
information on average yearly earnings for artists, plus average prices of paintings (from inventories), infer
the weekly productivity needed to generate such an income. Applying this to Amsterdam, he arrives at a figure
of one painting every three days (or 90 paintings in a year of 270 working days) for more expensive paintings
(those averaging 13 guilders or florin-equivalents of 2.2 each and measuring c¢. 63.5x89 cm), and 2.5 to 3.3 per
week (or 135 to 180 a year) for cheaper paintings (5-9 guilders or 0.85-1.5 florin-equivalents apiece). Using
Montias’ estimated proportions for paintings in each category, the weighted average total for a year comes
to 124 paintings. For an estimated artist population of 100, this would have meant a total output of 12,400
paintings per year, though with a maximum of 18,000 — assuming all paintings made were of the cheaper
sort [Montias (2002a, pp. 117-120)]. We can check our crude calculation based on Van Kessel’s inventory by
applying elements of Montias’ method. Thus, if we assume that the paintings sold at the exchange in Antwerp
were mostly cheap, and employ the total number of registered painters in 1585-1586 — 108 — then total
production at that point in time could have been 108 artists x 180 paintings per year = 19,440. In fact we are



Ch. 3:  The History of Art Markets 89

indeed, the inventory of Van Kessel’s stock for sale at the pand contained just one older
work, “an old painting on canvas by ... Bosch”.

Guild openness, civic encouragement, widespread dealing,%? plus specialization and
division of labor practiced in the many crafts making up the painters’ guild, and espe-
cially between masters’ workshops, as well as a marketing and exporting orientation
— all these features marked Antwerp as an environment for the production and sale of
paintings the like of which had not been seen before. Moreover, Antwerp was comple-
mented in the production of paintings by its near-neighbor Mechelen/Malines. Meche-
len was a much smaller city, but it had been advantaged by the placement there during
the rule of the Burgundian Charles the Bold (1467-1477) of a court of appeal (par-
lement), as well as of the Chamber of Accounts for all of Burgundian Flanders. The
court was diminished under his successor and the Chamber returned to Lille. Charles’
granddaughter Margaret of Austria, retained Mechelen as a seat till, in 1530, the court
removed to Brussels. After a half-century of such losses Mechelen might have retreated
into itself; instead a decision appears to have been taken to specialize in watercolor
paintings on cloth, including cartoons for the tapestry industries in Brussels and, possi-
bly, Oudenaarde, as an export business. The guild of painters reorganized in 1533 and
was soon recruiting apprentices in extraordinary numbers for a city of maybe 30,000.
Close to 80 apprentices were added between 1538 and 1568, and another 192 between
1598 and 1619 — a recovery after the re-capture of Antwerp by Spanish forces in 1585
and resulting emigration. The data on new master painters move similarly to, though
they led those in Antwerp over the period 1568—1630.

The former of those two numbers for new apprentice painters in Mechelen — 80 —
may be taken as evidence of the success of the Antwerp pand; it is known that paintings
from Mechelen were sold by stallholders at the pand in the 16th century. The surge in

inclined to think this number, higher though it is than our own first guesstimate or Montias’ calculated total for
Amsterdam, is too low. The reason is that some paintings on cloth, made in Mechelen, were sold through the
Antwerp pand — Van Kessel’s records refer to such paintings (private communication from Filip Vermeylen),
and Antwerp dealers are known to have constituted a major conduit for exports of paintings from Mechelen
(cf. Footnote 43 above). Cloth paintings were certainly quickly made and very cheap, as we have seen — no
more than 1.45 to 1.78 guilders apiece (weighted averages) to two 17th-century Antwerp dealers. A sales
contract between a Mechelen painter and an Antwerp dealer in 1654 gives 1.8 guilders for a “large” and 1.25
for a “small” painting. We adopt these as proxies for more and less costly paintings. We also have a contract
specifying the day wage of a painter, in 1634: 0.8 guilders. The relation of wages to prices remained roughly
constant even though the levels of both changed between the mid-16th century and the early 17th. Assuming
these contracts were representative, and applying both day wage and prices to the 1560s — Mechelen’s zenith
as a center for paintings production — an artist there could produce 103 more costly or 148 cheaper paintings
in a year of 38.5 six-day weeks. We estimate that there were 159 painters in the city in the 1560s, yielding total
annual output in the range 16,377 (more costly) to 23,532 (cheaper) paintings. There remained something like
69 painters in 1632. For documents see Van Autenboer (1949) and Monballieu (1971). A conservative annual
average total production for Mechelen and Antwerp combined therefore might be 30,000, and more in years
when the combined artist population exceeded 200, as it probably did at times.

62 Vermeylen (2003, pp. 66—67 and Appendix 3), counts 17 persons registered in the guild as specialist dealers
in the sixteenth century plus 24 more so named in other (non-guild) documents.
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numbers early in the 17th century, on the other hand, marks a change in the style of
marketing. The pand was then no more, but by the 1620s its place was being taken by
international dealers such as Chrisostomo Van Immerseel and the brothers Goetkint, and
presently by firms such as the partnership of Matthijs Musson and Maria Fourmenois,
and the family business of Willem Forchondt and his sons. Records of the latter two
firms, and letters of Van Immerseel, attest to the hundreds of Mechelen paintings they
bought, for re-export.

The economic situation in Antwerp had begun to decline by the 1580s. First, in 1576
there was a destructive riot by unpaid Spanish troops garrisoned in the city. Then, in
1583, a fire destroyed the beurs and with it the artists’ pand. Though rebuilt, the new
exchange was finished only in May, 1584, by which time Antwerp (at the time Calvinist)
was under siege and merchants had begun to withdraw from the city. The steady decline
of the pand from this date,% combined with the huge emigration — 50 percent — in the
four years after the city capitulated to Spanish forces in 1585, including some hundreds
of merchants who moved to Amsterdam,®* obliged artists and artist—dealers to look to
external markets. And while new, rebuilt, or refurbished churches and religious orders
in the period from about 1590 through 1625 created a fresh local demand for sculpture
and painting, the subsequent slowdown renewed the pressure to seek sales abroad. We
shall consider here incursions made by Antwerp dealers into Paris and Holland.

3.2. Dealer-led incursions into Paris, and to Dutch cities

Given the circumstances in Antwerp after its re-capture by the Spanish in 1585 we
would expect the number of new apprentices to have fallen off, or artists to have
switched professions, or to have emigrated. All those things occurred, yet artists there
and in Mechelen quickly regrouped, first restoring and thereafter sustaining a production
capability in paintings well in excess of the needs of local buyers. A tradition of family
artist dynasties possibly slowed the adjustment process in both places, while the cooper-
ative guild tradition in Antwerp also contributed towards a flow of novel products even
in the face of, or possibly as a response to, the slowing of demand.®> However, the dom-
inant response was to turn more aggressively to dealing abroad, maintaining Antwerp
and Mechelen as production bases.

Paris was one target of this aggression. There is evidence that Antwerp dealers vis-
ited the internationally-important pre-lenten fair of Saint-Germain-des-Prés, held just
outside Paris, in the late 16th century. By early in the 17th century Antwerp dealers had
become major stallholders at the fair. This also gave them influence in the Paris market
itself, in part because they began leaving stock not sold during the fair with associates

63 Annual rents tell the story: see Vermeylen (2003, p. 54, graph 3).

64 Gelderblom (2000, Appendix 4), records some 285 in the decade from 1585 and many more in the subse-
quent decades up to 1630.

65 For discussion of some of these see De Marchi, Van Miegroet and Raiff (1998).
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in Paris for subsequent sale, in contravention of regulations.% The annoyed response of
the corporation of painters in Paris, the maitrise, was to request, in 1619, that foreigners
be excluded from trading, except at the fair, and that, even there, the paintings they of-
fered be subject to assessment by jurés of the maitrise. There is evidence of fines being
imposed on foreign dealers if their paintings were deemed inappropriate. Independently
of this deterrent, dealers from Antwerp, by the late 1620s, feared sequestration of their
goods should war break out between France and Spain, and they began to switch from
owning extended leases at the fair to renting stalls on an annual basis. Several also
pursued naturalization or other means that would allow them to settle legitimately in
Paris.®’ Foreigners never were excluded from the fair, but it remained difficult for them
to obtain permissions to establish in Paris. The corporation of painters, sustained in the
crucial early decades of the century by the magistracy, was strong enough to continue to
threaten and to restrict entry by outsiders. Antwerp dealers, with few exceptions, were
confined to visiting during the fair, though some who did settle continued to be supplied
from Antwerp. We shall see below that, in the case of Lille, where, in the third quarter
of the 17th century, there were also almost annual incursions, the numbers, relative to
the local population of artists, were only slightly more alarming than in Paris: 10 deal-
ers relative to maybe 40 guild artists in Lille; perhaps 15 Antwerp dealers compared an
estimated painter population in Paris (in 1611) of 75.9% Tellingly, however, in Lille the
local magistrates withheld their support from the painters (see Section 5.3 below).

There came an interesting reversal in the way the one-way flow of paintings from
Antwerp to Paris throughout the 17th century was managed. That traffic, dominated by
Antwerp dealers in the early decades of the century, is reflected in significant Netherlan-
dish holdings in many late 17th- and early 18th-century Parisian collections.®® Through-
out the 17th century, the marketing of paintings in Paris was more or less controlled by
painters, French-born or foreign, including some from Antwerp. Early in the 18th cen-
tury, however, some trader-mercers (marchands-merciers) in Paris began to ease control
of the market away from artists. They took the initiative in bringing Netherlandish paint-
ings to Paris themselves. One such merchant-mercer was Edme-Frangois Gersaint, but
he was followed by others, among them Alexandre-Joseph Paillet and Jean-Baptiste
Pierre Le Brun; all three went regularly to Flanders and Holland to view collections and
buy at auction there, for resale in Paris.

Returning to the 17th century, Antwerp dealers also tried smaller-scale incursions into
the cities of Holland — Dordrecht, Delft, Gouda, Leiden, Amsterdam. This continued

66 Szanto (2002; 2006).

67 Szanto (2001).

68 The number of visitors in Paris is based on the size of a group of 14 in 1628 [for which see Szanto (20006)];
the figure 10 for Lille is an average drawn from signatories to requests to hold sales in the years 1677-1688.
The Paris artist population is from Schnapper (2001), taking the ratio of painters to sculptors as two to one,
in a combined population — painters and sculptors — of 100-115 in 1611; that for Lille is based on the guild’s
1679 complaint that 35—40 families had been ruined by the incursions: see De Marchi and Van Miegroet
(2005c¢).

69 Schnapper (1994); see also Van Miegroet (2005).
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for a period of maybe three decades or so, starting very soon after 1585. In this case,
as in Paris, the local painters protested. After initial attempts to address the problem by
obtaining ordinances against the interlopers, however, local artists’ guilds and informal
groups of painters gradually began to act more like Gersaint and his ilk, conducting sales
under their own auspices. In Amsterdam the local guild received only tepid support from
their magistrates, probably because the dominant buyers of paintings were merchants,
many of them immigrants from Antwerp, and the city’s commercial prosperity was
more importantly served by them than by its painters.”? In this broad respect, and in
related details, the guild misconstrued the changes underway in Amsterdam: from a
static environment in which guilds could expect to safeguard the income of members
by protecting their market against foreign intrusions, to an open, dynamic world of
changing ideas, products, processes and tastes.”’

The Amsterdam guild alleged that the southern dealers brought with them, and sold
in illegal auctions, only inferior paintings — mere copies and student work — yet repre-
sented them as originals.”?> Local buyers, they added, being unable to tell the difference,
were being duped. By implication, local artists would suffer, because, as buyers be-
came skeptical, they would hold back and the market would collapse, as per Akerlof’s
“lemons” model.”?

This did not happen; but nor does the evidence support the key charge, that buyers
were duped. Montias has shown for contemporary, legal auctions — those held by the
Amsterdam Orphan Chamber — that, in the years 1597 to 1619, 54 percent of known
buyers were themselves immigrant southerners.”* Of known buyers, too, one in three
was a merchant, 60 percent of them of southern origin.”> It is highly likely, therefore,
that the majority of buyers at the illegal sales organized by the interlopers were also
immigrants from the south, happy to purchase paintings of a sort with which they were
very familiar. Far from these buyers being undiscerning, then, their origin and their
enthusiastic participation in the official Orphan Chamber auctions suggests that they
must have known exactly what they were getting. The demand in Amsterdam, we may
infer, was segmented: knowing southerners, versus allegedly undiscerning locals. This
seriously restricts the possible scope of application of the guild’s claim that the mar-
ket would collapse. In addition, since the allegedly undiscerning could observe what

70 Gelderblom (2000, p. 227) shows that merchants of southern origin in Amsterdam were wealthy, if less so
than local merchants.

7! It is worth noting that, despite the Amsterdam guild’s public face, cost-saving techniques pioneered in the
Southern Netherlands made their way in the next few decades into Dutch cities, via Amsterdam: see Montias
(1986) and Sluijter (2000).

72 See De Marchi (1995) for references to original sources.

73 Akerlof (1970). De Marchi (1995) applies Akerlof’s model to the Amsterdam situation on the assumption
that the guild’s arguments were well-founded. Montias’ research (see below) has since provided an empirical
basis for concluding that they were not.

74 Montias (2002b, p. 63).

75 Ibid. and p. 47.
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knowledgeable buyers were willing to pay at auction, it is simply implausible that the
asymmetrical information driving Akerlof’s model was present.

As noted, gradually guilds in other Dutch cities began to explore the possibility of
benefiting by public sales. In fact from the 1640s guilds and informal organizations
of painters in Leiden, The Hague and Haarlem became active in setting up display-
facilities for their members and/or in holding regular public sales. The external threat
of the first decades of the century was tamed in Holland by the artists’ organizations
accepting public sales and bringing them under their own auspices.”® In the 1680s,
however, there was a new threat from Antwerp dealers, directed to the south. Lille (and
neighboring cities) was the prime target, but a group of dealers, including many of
those who traveled to Lille in the same period, also appeared in Ghent, with the same
request: that they be allowed to hold auctions outside the times of the fair. In Ghent,
however, the painters held more power than in Amsterdam, and their magistrates denied
the request.”’” Again, the Lille experience will be addressed below in Section 5.3.

It is worth inserting here that for all its openness the Antwerp painters’ guild reacted
just as negatively as guilds elsewhere when foreign dealers came to Antwerp and sold
outside the twice-yearly fairs and the weekly “free” Friday market-day. The language
used by the Amsterdam guild in its first protest, of 1608, could have come from a 1575
request by the Antwerp guild that an older statute proscribing dealing in any form by
non-guild members be re-affirmed. Similar language was retained in later revisions of
the statute. Officially, then, openness in Antwerp was limited. The practice, however,
was very flexible. Close to one third of known Antwerp dealers in the 16th century
were not registered with the guild, yet prosecutions were rare; non-registered dealers
held o7f8ﬁce in the guild, and they were among the stall-holders at the city-backed beurs
pand.

3.3. The market in Holland as a network

In recent years ingenious estimates have appeared of the output of paintings in the Dutch
Republic during its decades of growth, roughly 1590 through the 1660s, and for Am-
sterdam separately. If we extend the period to a full century, the total for the whole
Republic, in the period 1580-1680, is put at 4.7 to 5.3 million paintings.””

Those numbers are impressively large, though in relative terms not out of line with
our estimates for 16th-century Antwerp—Mechelen, which rest on comparable produc-
tivity per artist.3" Yet, throughout the period, Amsterdam was also an importer of

76 See Romein and Korevaar (2006) for details.

77 Raux (2004).

78 See Vermeylen (2003, pp. 66—67 and 131-136), and Appendix 5 for the 1575 document.

7 Two very different methods have been used. One is due to Van der Woude (1991), whereby the number of
paintings is inferred backwards from surviving paintings and estimated rates of depreciation; then the number
of active painters is calculated for particular years. Finally the productivity necessary to connect those two
sets of estimates is derived. The other is that of Montias, for which see Footnote 61 above, and Montias (1990,
p. 70).

80 See the discussion in Footnote 61 above.
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paintings (attributed and unattributed, that is, originals and copies), to the tune of per-
haps 20 percent of its demand.! How was the lack supplied?

In a sample of Amsterdam inventories covering the period 1620-1679, and attend-
ing only to original paintings, Montias discovered that just 35 percent of these were
attributed to artists who worked solely in Amsterdam. The percentage rises to 53 if
artists are included who worked in Amsterdam and other places.®? The percentage of
Haarlem artists in Haarlem inventories, however, was much higher, 74.83 But whereas
tiny fractions of holdings in Haarlem came from other cities in the Republic, 14 per-
cent of holdings in Amsterdam came from artists residing solely in Haarlem (24 percent
if artists who worked in Haarlem and elsewhere are included), and another 12 percent
from Antwerp. An additional 8 percent came from artists who worked only in Utrecht.3*

How did Haarlem come to supply such a solid portion of Amsterdam’s net imports of
paintings? Boers has shown that the supply of paintings in Haarlem began to outgrow
demand there around 1625,% and that two complementary changes occurred to right the
imbalance. First, dealers stepped in: 12 were recorded in Haarlem in 1634, two of them
women, in an artist population of only 90. Several of those dealers either originated from
elsewhere (two from the southern Netherlands) or were actually based in another city
(two in Rotterdam). These dealers took off surplus paintings, reselling them in markets
such as Rotterdam and Amsterdam. Second, several Haarlem artists migrated to nearby
Amsterdam.

Montias’ basic finding implies that some 65 percent of attributed originals in Am-
sterdam inventories were made by out-of-town artists. There is a pattern to where the
paintings came from. It correlates loosely with the system of canals built from the late
1620s onwards, in two periods of investment. The canals were used for slow but reliable
passenger-carrying, horse-drawn barges (the trekvaart system).80 There was an earlier,
strictly local market-boat system, and an inter-city system as well, but the latter involved
circuitous routes imposed by local water-toll authorities, who restricted travel possibil-
ities so as to maximize their receipts.?” The trekvaart system was the first water-based
passenger service between cities using canals that followed the most direct routes. The
Utrecht—Amsterdam link was in place by the late 1620s, and in Amsterdam inventories
from the next two decades, 1630-1649, Utrecht painters account for 11 percent of the
attributed originals (more than a third above the 8 percent average for Utrecht over the

81 Montias (1985; 2002a, pp. 127-128).

82 Montias (1991, Table 8).

83 Montias (1985, Table 8).

84 Montias (1991, Table 8).

85 Boers (2000). Painters in Haarlem as a percentage of the city’s population grew from 0.05 in 1605 to 0.13
in 1625, and 0.21 in 1635: figures from Sluijter (2000, p. 137), note 19 citing Boers estimates of the number of
painters, including artists whose name appears in archival records but for whom there is no known surviving
work.

86 De Vries (1981, pp. 271f).

87 Ibid., p. 19.
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whole period 1620-1679). The Haarlem—Amsterdam link — just twelve miles long —
came into service in 1632 and in the succeeding three decades 16 percent of holdings in
Amsterdam were accounted for by Haarlem artists who worked only in that city (above
its 14 percent average for the whole period) — a one-seventh difference, less dramatic
than for Utrecht, possibly because the distance by road was so small to begin with.
Cities such as Leiden, Rotterdam, Delft and The Hague, for many years without direct
canal links to Amsterdam, continued to account for tiny percentages of the attributed
originals in Amsterdam inventories.5

This is weak evidence of a network of paintings flows facilitated by a transporta-
tion infrastructure. It has been put to us that unframed paintings are low bulk, high
value-added goods, so that freight costs cannot have been responsible for the geograph-
ical pattern of production. But our argument is not that; it is that local specializations
among artists emerged for a variety of non-economic reasons, and were reinforced by
local guild membership fees, which everywhere favored the sons of local masters. With
an efficient transport infrastructure, local surpluses in specialist paintings could be re-
distributed, to align supply more closely with demand without change being needed
in where production occurred. In other words, and although some artists did migrate,
the trekvaart system made it quicker and easier for arbitraging dealers to function —
as they did in Haarlem immediately after the Haarlem—Amsterdam barge link
was forged — instead of forcing artists themselves to move. Even a short trek like that
between Haarlem and Amsterdam was eased — made quicker, more reliable, and less
dangerous — by the barge service, since it supplanted a route that required passage over
a stretch of sometimes dangerous open water and via an equally squally river.

The canal network complemented and assisted the dealers, while the dealers facili-
tated collecting by individuals. Dealers and the canal network together enabled Ams-
terdam to sustain a paintings trade imbalance throughout its “golden” age. The network
also permitted local specialization in paintings to occur in many small cities — too small
for efficient specialization, considering only local demand. Thus it fostered collective
diversity with excellence by supplementing local demand to the point where specializ-
ing was feasible even among small populations of artists and buyers.

3.4. Trading in paintings: The traffic from Antwerp to New Spain, via Seville,
c. 1540-1670

Finally, in our set of illustrations of dealing to supplement inadequate local demand,
we look at traffic in paintings from Antwerp, through Seville, to the Americas. Such
a trade existed from at least the second half of the 16th century. This trade has not
been systematically studied, but according to Falomir it passed through three stages.?’
These chart a transition from a commission nexus through artist—dealers to specialist,

88 Montias (1991, Table 8).
89 Falomir (2006).
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professional dealers, much like the progression encountered in Antwerp — perhaps not
surprising, since the traffic for many years was dominated by merchant—dealers based
there. The stages are as follows:

(1) Prior to the 1540s paintings for New Spain and other parts of Spanish America
were commissioned directly from Spanish artists by the Casa de Contratacion
and the finished works shipped to the viceroyalties.

(2) From about the mid-sixteenth century painters began to take the initiative. They
also assumed the risks, producing paintings that had not been commissioned
which they then shipped through intermediaries, in many cases ships’ captains,
with instructions to sell as well as possible in the ports of America and return the
proceeds, for a percentage.

(3) Though intermediaries continued to be used, the potential profits on the traffic
with America — prices there might be 3 times higher than those in Spain — increas-
ingly drew in professional merchants, who shipped paintings and prints along
with escritorios (writing desks), cabinets with doors and tiny drawers to which
small paintings on copper were affixed, painted keyboard instruments, books,
textiles (including tapestries) and clothing.””

Prominent among these professionals were Flemish merchants. Some stayed in
Antwerp and filled orders for paintings received via agents abroad, receiving payment
prior to or not long after shipment. Others, such as Chrisostomo Van Immerseel, were
more vertically integrated; he initiated commissions in Antwerp himself — though in re-
sponse to advice from his wife, Maria Fourmestraux, in Seville — and the couple carried
the risk themselves.”! If final sale was to occur in America, paintings (and other goods)
would be shipped to Seville, and later Cadiz, for forwarding to “the Indies”. Shipments
across the Atlantic were sometimes prepared to order, sometimes on spec (without a
known client or clients in view). Limited evidence relating to the latter suggests that
shipments were deliberately mixed as to supports, sizes, subjects and prices, as if the
merchants involved were consciously spreading their risks so as to achieve on average,
as with an investment portfolio, a target rate of return.®”

How large was the traffic in paintings from Antwerp to America via Seville? Falomir
suggests that it may have peaked just before or around 1600, which would roughly
coincide with the peak in the tonnage of shipping between Spain and New Spain.”?
Nonetheless, though with ups and downs, the average shipments per year even during
the second half of the 17th century remained substantial. Between 1583 and 1599, on
average, 144 paintings each year were exported, with occasional exceptional numbers:

90 Idem., citing Pdramo (1999) and Echeverria (2000).

91 Van Immerseel started in his father’s trading business, which included trading in tapestries. Typically, in
that industry, merchants supplied capital to sustain the workers during the long preparation process, as well
as handling orders and distribution/sale. It would have been natural for him to treat his trade in paintings in a
similar way.

92 De Marchi and Van Miegroet (2000a).

93 Lynch (1969, p. 283, Table B).
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e.g., some 637 shipped in a single three-month period in 1586. Between 1651 and 1700
the numbers ranged from 150 to 910 per year.”* Yet the highest number, 637 in three
months, or 2185 on an annual basis, is still only 7.3 percent of the very conservative esti-
mate we offered above (note 61) for annual production in Antwerp/Mechelen combined,
of 30,000 paintings per year. We should note that orders were also placed in Italian cities
— Naples and Rome — and in France and Madrid, not just in Antwerp, though on those
flows there is only scattered evidence.”

Taking just exports from Antwerp and Mechelen, the Americas trade shows this pro-
duction complex in a new light. The professional merchants involved were not dealers
making forays into markets a day or two distant, but integrated international traders in
paintings, involved in production, yet obliged also to be sensitive to buyers’ wishes.
In having to translate preferences expressed in Spanish into the Flemish of the artists
who would fill the orders, dealers found themselves mediating not just between differ-
ent language communities but between distinct production and visual traditions. That
is what the international agents of patrons and collectors had always done, only now it
was being accomplished in bulk, not item by item.

4. Selling paintings I: Artist—dealer relations

We move now to some less neatly-packageable aspects of markets in paintings, involv-
ing relationships between artists and dealers or dealers and collectors. They are included
because our emphasis on markets as experimental plays leads us to think that a certain
degree of messiness was normal and should not be shunned; we also value the variety
of routes taken as markets moved towards maturity. We shall look first at artists’ pay
and how it was shaped by traders who viewed original paintings they commissioned as
capital, capable of generating an income, via copies. Then we turn to the less studied
situations of dealers and how they related to artists in Venice and Rome.

4.1. Securing payment for invention

One aspect of the Van Immerseel-Fourmestraux vertically-integrated trading business
enabled a change in the way artists were paid, in Antwerp certainly, and perhaps else-
where. Painters in 15th-century Florence were regarded as skilled artisans and paid
accordingly. To illustrate, we noted that Neri di Bicci showed up in the tax assessment
of 1480 as the wealthiest painter in Florence. Goldthwaite points out, however, that this
would have left him “entirely within the ranks of artisans and shopkeepers as delineated

94 Garcia Fuentes (1988, p. 58); Kinkead (1984, p. 305); Echeverria (2000). These numbers all depend on
how many paintings it is assumed went to make up a “roll”, which was the unit of record. We have followed
Falomir in assuming 100 paintings per roll.

93 Falomir (2006).
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by the more authoritative Catasto [tax assessment] of 1427”.% Day-wage equivalents
for painters in Florence are extremely hard to come by, but even the highest salary in
the construction industry, paid to foreman of the cathedral Brunelleschi, amounted only
to something like 1.5 to 1.75 times the de facto average rate for skilled artisans.”” Little
changed in Florence over the course of the 15th century where, as noted earlier, artists’
services seem to have verged always on being in over-supply.

In terms of rewards for artists relative to those of other artisans, the situation in late-
l4th-century Bruges was similar. A partial survey of Bruges tax lists for 1394-1396
records no painters in the two highest tax categories; instead, painters and saddlers —
members of the same guild — appear in the lowest or second lowest tax bracket, a biased
distribution paralleling the income structure for the population as a whole.”® Over the
course of the 15th century the picture probably altered little in Flanders.””

Shift forward to early 17th-century Antwerp, however, and there we find reproducibil-
ity being exploited to sustain payments for artists’ services in excess of the rates paid
other skilled artisans. Jan II Brueghel, grandson of the famous Pieter I Brueghel, and
a second-tier painter, claimed payment for his invention. In itself this was not novel.
Invention — ingegno — was expected by patrons in 15th-century Florence but often
not paid for.!% Jan II Brueghel, however, priced original paintings by themselves at
roughly twice the cost of a copy of the same by his own hand. Assuming that size, sup-
port, and medium were the same, only invention in the original could account for the
price difference. But how could a second-level painter make such a claim to payment
for invention stick? The circumstances are somewhat special, though perhaps telling.
Brueghel supplied paintings to Van Immerseel, who recorded at one point that he re-
garded the originals as capital assets. As such, they were not to be sold — Van Immerseel
likened them to a shoemaker’s last — but rather to be used to generate a (limited) num-
ber of copies.'! The creator of such income-generating capital assets could easily be
paid something extra when it was averaged over the entire stream. This was impos-
sible within the commission nexus in Florence, with its one-off projects. Neither was

96 Goldthwaite (2003, p. 437).

97 Ibid., pp. 318, 321.

98 Blockmans (1995, p. 12).

9 A large decorative project at Lille, in 1454, for the Burgundian Court, employed 38 painters at day rates.
The rates for ordinary free masters on this project were one third above those for skilled artisans generally:
see Martens (1999, Table 1). However, this is not conclusive evidence of an improvement in the situation of
Flemish artists precisely because of the Court origin of the commission.

100 Securing payment was always an uncertain business [Thomas (1995, p. 183)], but ingegno introduced
special difficulties. This was because patrons — rightly, in many cases — perceived the originating idea as
theirs. Moreover, patrons might even claim, as the poet Carbone put it, that “the merits of princes are reflected
in the talents of their subjects”, hence that the talent of an artist is just a channel for transmitting their own
worth and merits no special reward. See Syson and Thornton (2001, pp. 135, 142—143) for the example of
the patron Isabella d’Este, and p. 156 for the case of the artist Cossa, who complained that he was paid as a
journeyman.

101 For details see De Marchi and Van Miegroet (1996).
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it present in 15th-century Bruges, where artists sold directly out of their workshops,
keeping only motifs, and drawings of heads and hands, to be copied.

As if in acknowledgement of the potential involved in arrangements such as those set
up by Van Immerseel, however, the Flemish and Dutch word for an original painting
of some quality from at least the late 16th century onwards was principael, in English
principal, a capital sum, though the term applied to paintings primarily meant first-
class. Dealers in 17th-century Rome also retained originals for copying, but it is unclear
whether they treated the income stream from copies as a fund for paying artists for their
invention. 02

In Antwerp the implied mechanism took. Brueghel was not alone among his con-
temporaries in securing payment for invention, while there is fragmentary evidence
there from later in the 17th century that puts the day-rate-equivalent of common mas-
ter painters at between two and four times that of skilled artisans.!% It is possible that
the special conditions which allowed Jan II Brueghel and others successfully to claim
such a differential became conventional during the ensuing period because numerous
artists found themselves working for vertically integrated trader-dealers. Montias sug-
gests that a comparable differential was enjoyed by artists in 17th-century Holland,
where the putting-out system was also practiced.'®* But putting out could also result
in slave wages, as seems to have been common in 18th-century Venice (see Section 4.2
below). A lot depended on local circumstances, and in Flanders and Brabant there was a
tradition of viewing as capital cartoons for tapestries and engraved copper plates in the
print industry. An 18th-century English example combines both painting and printing:
the portraitist Joshua Reynolds calculated the value of a painting made for the publisher
Boydell in terms of the revenue expected from the print run.!?>

4.2. Selling paintings in Venice and Rome

Late in the 16th century, in Venice, a second-hand dealer (strazzarolo or rigattiero) was
charged with stocking some new paintings. A few years later one of the city’s official
auctioneers was charged with having new paintings displayed above his stand, presum-
ably to sell on own account. Of the second-hand dealer it was said that he actually had
an arrangement with painters, something additional documents show to have been not
uncommon. % Such arrangements were illegal in that only artists were supposed to sell
in the domestic market — non-artists could buy for resale abroad.

102 Lorizzo, private communication.

103 De Marchi and Van Miegroet (1996, pp. 60-61).

104 Montias (1990, p. 64ff; 2002a, p. 119; 2001, n. 3). Montias’ generalization is not consistent with all
available data; see, e.g., Van Zanden (1993, Table 3.1).

105 The example of the painter Sir Joshua Reynolds is particularly striking. For his negotiations with the
enterprising print publisher Boydell see Zablotney (1999). William Hogarth presumably made similar calcu-
lations in arriving at the subscription price to charge for prints after his paintings.

106 Favaro (1975, pp. 71-72); Cecchini (2000, p. 194). Matthew (2006) details the use of such arrangements
by the 16th-century artist Lorenzo Lotto.
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The rationale used in Venice for insisting that new paintings be sold in the domestic
market only by their maker or by another guild-registered artist had two parts to it. On
the one hand, it was feared that, without such a restriction, unscrupulous individuals,
including unregistered masters, or even non-masters, might garner a share of the market
properly belonging to legitimate guild masters. On the other hand, if this occurred it
would undoubtedly involve means that could not be countenanced — the employing of
non-registered artists, and apprentices, probably in hidden locations, to turn out works
of dubious quality.'” Unfortunately the restriction took no account of a market that was
expanding — as it was in 16th- and 17th-century Venice — and in which the specialized
services of intermediaries might be needed to allow painters to concentrate on what
most of them did best, making pictures.

Venetian artists had long enjoyed the freedom to make paintings other than those
commissioned, and, during the 15th century, additional concessions were granted affect-
ing both display and sale.!”® Local and mainland artists could sell at weekly markets
in the quarters of San Polo and San Marco; moreover, as elsewhere in Europe, even
foreigners were free to sell during the Sensa fair. Yet, as late as 1513, the prohibition
against selling by others than artists was repeated, and even a century later, in 1607, the
same proscription was renewed.'% While the earlier concessions might be read as at-
tempts to adjust to a growing demand for Venetian paintings, the guild, supported by the
civic authorities, by continuing to insist that only registered artists should sell, actually
heightened the potential for conflict in the way artists’ allocated their time.

That conflict, however, was just one effect of the ban. Proscribing selling by non-
artists — exports excepted — invited evasion, confirmed by the examples cited at the
outset of this section. At the same time, to the extent that the ban was respected and
enforced, it obviously favored exporting. In the seventeenth century both local and
foreign demand was strong. A repayment of public loans from 1577 injected a large
amount of spending power, which fed an emerging preference to put pictures on the
walls of houses. Through the mid-seventeenth century paintings large and small came
to adorn Venetian houses of every sort.'!0 At the same time, however, the population
of Venice grew, but only fitfully; by the late seventeenth century, and in the eighteenth,
the market was increasingly driven by foreign demand. The problem of artists having to
divide their time and intellectual capital between making and selling was masked while
demand grew strongly. Nevertheless, it did put artists at a disadvantage in the export
market, compared to merchants and specialized dealers in paintings, both of whom had
the advantage in experience, networks of contacts with foreigners, and access to capital.
This meant that, when the growth in local demand slowed relative to export demand,

107" Cecchini (2000, p. 193). We find this rationale spelled out only in a document from 1638, but it seems
reasonable to assume that it also informed earlier constraints on selling.

108 1bid., p. 192; Favaro (1975, p. 73).

109 Cecchini (2000, p. 192).

10 Cecchini (1998) and Borean (1998).
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Venetian artists could not just turn to the export trade and expect to compete there as
dealers on equal terms.

The result was that, by the early decades of the eighteenth century, the business of
trading paintings had fallen significantly under the control of merchants and specialized
dealers, and artists, in many instances, began to find themselves working, not directly
for the market, but to fill orders placed by these traders, as if “in the galley”. This last
is backward inference. A tax list of the College of Artists from 1719 shows that the
dealers who belonged to the College were much wealthier on average than the artists.
Those among dealers who paid the minimum tax still paid more than did two-thirds
of the artists.!!! The situation appears not to have improved in subsequent decades: a
document of 1757 reported that many painters worked for dealers, producing “quadri
dozenali”, an expression meaning shoddy work but also encompassing the idea of serial
painting. The latter sort of production is exemplified by a shipment by an eighteenth-
century merchant, to Spain, of paintings that included a series depicting saints, and by
a sale in 1751 by a dealer to a visiting German nobleman of 49 readymade portrait
and cityscape paintings all within a week, many of the same dimensions, and all at
prices between 5 and 6 ducats.!'? Dealers, the 1757 report alleged, often paid despicable
amounts (“prezzi vilisimi”) for “quadri dozenali”, but sold them on at prices that were
much higher (“assai miglioi”).!!3

This view of things is further sustained by the fact that specialist dealers are first
mentioned in the late seventeenth century, in records of the new College of Artists,
which admitted dealers who were trained as artists, though not on an equal basis.'!4
That is very late, compared to, say, Antwerp, where the rule that marketing be in the
hands of artists (except for exports), as we have seen, was conveniently ignored, at least
during the good years of the mid-sixteenth century. But this does not define the extent of
the difference. We find the artist—dealers who were members of the College in Venice, as
late as 1769, caught in a sudden lurch toward greater strictness: the College insisted that
from that moment the dealers should no longer register with them but with the guild of
furniture painters, since they had shown that they did not know how to use the brush.!!?

Why were the painters of Venice, supported by the city authorities, bent on main-
taining a policy towards the marketing of paintings that was at odds with their own
long-term interest? Any answer must be speculative; Cecchini suggests, however, that
there might have been less deliberation than inadvertence involved. The other luxury
trades — Turkish cotton, Persian silk, spices, and domestic manufactured and finished
goods such as textiles, glass and lace — on which Venice’s wealth rested much more

1T Montecuccoli degli Erri (2003, pp. 145-146).

12 Cecchini (2006); Montecuccoli degli Erri (2003, pp. 152ff). The Venetian ducat was equivalent to the
Florentine florin.

113 Montecuccoli degli Erri (2003, p. 146).

14 Cecchini (2006); Shaw (2006).

15 Cecchini (2006).
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than on paintings, probably absorbed the lion’s share of attention.!'® And, after all,
the export of paintings did not suffer, nor the wellbeing of the more successful artists.
A comparison with the glassmaking industry, however, shows that masters on the lagoon
island of Murano, where the industry was concentrated, insisted that dealers in Venice
itself only be allowed to sell the most common sorts of glassware. Fear of losing their
independence led the masters to retain the exclusive right to sell all high-value sorts of
glass, and something similar may have motivated the painters.

Whatever the reason, the marketing of paintings in 17th-century Rome was much less
ordered than in Venice, and in part because it was beyond the ability of any authority
to control it, the retail market flourished there. The Academy of Saint Luke in Rome
prohibited full members from dealing, and, from 1633, levied a tax on all in the city
who did engage in marketing paintings. But dealing could not be effectively policed,
and there is evidence both that Academy members did trade in pictures, while many
others who dealt in them did not pay the tax.

Haskell, in his classic study of the seventeenth-century art market in Rome, noted that
artists and buyers were plentiful, and that there was “a growing appreciation of pictures
as pictures rather than as exclusively the records of some higher truth”.!!” Nonetheless,
he passed quickly over dealers, because they “played little part in the lives of the more
important painters”. That is to say, there are few instances of “distinguished artists” who
worked “systematically” for dealers, and few dealers who “ever ventured much beyond
the relatively unknown painter”.!18

Recent research, however, unconstrained by Haskell’s focus on “important” artists,
has begun to reveal numerous instances of artisans selling paintings on the side at low
prices, and of quasi-specialized dealers in the mid- to upper reaches of the market.'!”
At those levels, archival finds relating to one specialized dealer, Pellegrino Peri (1624—
1699), in particular, reveal five new facets of dealing activity in Rome.'?? First, Peri was
not just a professional dealer but specialized in “genre” paintings. (He was also the only
dealer known to date who made his money solely from paintings.) Then too, of at least
six artists known to have worked for him under contract, at least four graduated fairly
quickly to independent status, a dynamic for which we have no comparable evidence in
the case of Venice. Third, Peri, though his paintings were mostly modest in price, also
supplied prominent collectors, including the Pamphilj and Pietro Gabrielli in Rome and
Giuseppe Maria Durazzo in Genoa, his home city. Fourth, he sold a bloc of paintings
to the Pamphilj, a mode of transacting that became more frequent in the course of the
seventeenth century, at times in the form of purchasing paintings, though at times also
renting, by the room. En bloc purchases, and rentals, we might note, were made both by

116 1pg,

17 Haskell (1980, p. 130).

118 1bid., p. 122, and p. 123, n.1.

119 For the former see Cavazzini (2004) and — for the early years of the 18th C. — Coen (2004).
120 For the details that follow see Lorizzo (2003b, 2006).
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those knowledgeable about paintings and by those who sought pictures only as decora-
tion. Fifth, Peri, at his death in 1699, left a stock of 2491 paintings, four times as many
as the dealer Van Kessel in Antwerp in 1581, hinting at a market in Rome the scale of
which might have matched, or even exceeded, that of Antwerp.

Still other recent archival finds suggest that even renowned collections in Rome might
have been formed largely by acquiring paintings on the street, or at dealers’ shops, but
in either case by direct purchase and not via commissions. !?!

These revelations point towards a large, vibrant, and mainly unfettered retail market
in 17th-century Rome, of the sort that Venice might have seen but did not, for the reasons
we have identified. It is impossible to quantify elements in this market, but we do know
that the market in Rome was driven with help from a large transient population, as
well as by patronage stemming from the Papal Court. As to residents, Rome grew only
modestly, from c. 110,000 in 1625 to c. 120,000 in 1675. But grow it did, while Venice
declined, from c. 180,000 in 1550 to perhaps 150,000 in 1600, and c. 140,000 in 1625.
Moreover, the resident population in Rome was enlarged by around one-quarter each
year because of pilgrims and other visitors, and in a jubilee year it could more than
double.'?? The annual demand for newly-made, cheap religious images, therefore, was
substantial, quite apart from the patronage of wealthy families and of the Papacy and
individuals close to the Popes. As to the population of artists, available contemporary
records are not very helpful.!?*> Nonetheless, to construct a possible point of reference,
we might start with the Academy’s list of dealers (rivenditori di dipinti) who submitted
to the tax on dealing in 1675, a list likely to be more accurate than earlier ones because
the tax had recently been reduced. This number was 40. Only some of this number
would count as specialist dealers, but if we take an arbitrary fraction, 0.625, or 25 artist—
dealers, and multiply it by seven, the average ratio of artists to specialized dealers in
Venice from the tax lists of 1712 and 1719, this yields an estimate of 175 artists in
Rome in 1675, a number we have used in our Appendix A. It produces a ratio of about
1.5 artists per thousand (resident) population, which agrees with recent estimates by
Bonfait based on studies of the residents of two parishes.

Whatever the true number of artists, there were important advantages stemming from
the fact that dealers and buyers in Rome (as in Venice) were concentrated by location.
The Piazza Navona was a major node.'?* This enabled a wealthy and knowledgeable
collector, local or foreign, to shop around within a narrow physical compass and com-
pare offers. The papal palazzo occupied (from 1651) by Prince Camillo Pamphilj, for
example, was on Piazza Navona, a step from Peri’s shop and those of several other deal-
ers. It was also to this Piazza that John Evelyn went regularly during a visit to Rome in
February 1645, drawn by those there who sold “medals, pictures, and such curiosities”.

121 Thjs is argued persuasively, for the famous Colonna collection, by Natalia Gozzano (2003, 2004).
122 gpear (2003, p. 310); Hibbert (1985, p. 202).
123 For a selection of the totals in Academy’s records see Lorizzo (2006, Figure 1).
124 y1;
Ibid.
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5. Selling paintings I1: Auctions

We move, finally, to resale markets using the auction method. Here our focus will be on
the evolution of rules.

5.1. “Dutch” auctions in Amsterdam

The interlopers from Antwerp who held illegal auctions in early 17th-century Ams-
terdam were said to have used the descending price method. In the same document it
was noted that descending price was a method used only in estate sales.!?> In fact it
seems likely that only in estate sales where second-hand clothes dealers were expected
to predominate was the method used.'2® But perhaps the complainants knew that and
mentioned it only to cast a slur on the interlopers’ auctions by association. In any event,
the method is no longer employed for sales of paintings. It works best where speed is
important (as in sales of perishables); where the goods are more or less interchangeable
— so that someone who misses out on a lot can expect to bid for another just like it — and
where buyers are very knowledgeable: they do not need the extra information provided
in the ascending price, open outcry system. That last sustains our earlier conclusion that
the buyers at the interlopers’ sales in Amsterdam were not likely to have been duped.

5.2. Magistrate-imposed rules for transparent auctions in 17th-century Lille

Perhaps the most concerted and sustained grab for market share by Antwerp dealers and
artists occurred in 17th-century Lille.'?” It began, as far as surviving records allow us to
state with certainty, in 1667 — though it probably started much earlier — and continued,
more or less regularly, for at least the next forty-five years. There was a long-standing
ban against foreigners selling outside the times of the fair, but the Lille magistrates,
at a certain point, decided that dealers and some accompanying artists from Antwerp
could better serve local buyers than could the city’s own artists. They therefore granted
permission to these interlopers to hold auctions after the fair, and extended the period of
those sales till all the items brought by the visitors were sold. Surreptitious selling after
a fair was not uncommon,'?® but conducting auctions outside the fair openly and with
full authorization might have been unique.

The decision to grant permission for post-fair sales was a concession by the Lille
magistrates to powerful local buyers, who must have persuaded them that the painters
of the city could not supply them with paintings comparable to the “rare and excellent
things” brought in by the dealers from Antwerp. Implicitly therefore, the magistrates

125 See De Marchi (1995) for details.

126 Montias (2002b, pp. 21-22, pp. 259260, notes 45 and 46).

127 See De Marchi and Van Miegroet (2005c). This is our reading of documents rediscovered by Raux, and
first analyzed by her in relation to public sales and collecting in Lille, for which see Raux (2002, 2005).

128 Antwerp dealers did the very same in Paris, as we have seen.
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were acknowledging a mutuality of interest between Lille buyers and Antwerp deal-
ers; their permissions in effect promoted a coalition between those two groups, to the
disadvantage of Lille artists.

The dealers’ overriding interest was to get rid of all their stock — of course at prices
that would give them the usual rate of return in their line of business. What did they
stand to gain from selling everything? The dealers themselves said that it would save
them money on exit tolls and carriage; but they might have added that they would also
avoid being stuck, back in Antwerp, with old and tainted stock, and that they would
save on interest costs by turning over their capital in a single season. There was also a
certainty attached to those gains compared to selling during the fair, and it meant that
the dealers could be satisfied with a return from the auctions even a bit below normal
for dealers.

It was the buyers’ interest as collectors to be supplied, on a sustained basis, with
quality items — the Antwerp dealers did not only bring paintings with them. And if
clearing everything was so important to the sellers, then buyers too could not but support
after-fair sales.

At the fair, sellers, wanting to retain an attractive set of objects for the after-fair sales,
set prices artificially high. A few buyers — those with a weak budget constraint, or those
who, being risk averse, did not want to lose a piece they admired — would purchase
during the fair. But the fair was basically an occasion for display and viewing. Once
after-fair auctions became normal procedure, buyers could expect to get a better price
for a desired lot at the sales than the deterrent prices posted during the fair.

This was a reasonable expectation, because the magistrates proscribed the devices
that sellers commonly use to skew sales in their favor. The Antwerp dealers had to
conduct their sales without reserves. That meant everything had to be sold — something
dealers wanted anyway — but the magistrates also insisted that everything sold must be
by open outcry: no private sales on the side. Finally, the magistrates prohibited false
bidding.

These three rules ensured transparency and fairness on the part of the sellers, which
in turn gave buyers confidence that the sales would not be rigged against them. As a
result, buyers too would have been inclined to play fair. They would have no reason
not to bid up to their true valuations, lot by lot, and — equally important — would have
felt no need to resort to bidding rings to keep winning bids down. But under those
incentives, sellers would also be less inclined to seek out new ways of gouging buyers.
In short, the magistrates, knowingly or not, created conditions for the sales that probably
improved the chances of mutual fair play, and prices that both buyers and sellers would
find acceptable.'?

129 This is in line with economic auction theory, which suggests that where auctioneers fully share informa-
tion with potential bidders their revenue is higher, since no rents accrue to winning bidders who secure a lot
with a bid lower than the true value simply because they know — or are assumed to know — something that
others do not. See Milgrom and Weber (1982). The transparency insisted upon by the Lille magistrates seems
to approximate the full information assumption.
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No mechanism could guarantee such an outcome, certainly not lot by lot, or even
sale by sale. But, given the desire of both parties to meet each other again and again,
dissatisfactions could be signaled — bidding not serious; auctioneer seeming to favor cer-
tain bidders — and slight adjustments be made in the course of a selling season. Group
interest here dominated individual interest, and any recalcitrant individual ignoring a
complaint would be punished. Buyers who did join a ring might face aggressive bid-
ding from other buyers as a way of imposing a “winner’s curse”, while a wayward and
non-compliant seller would not be invited to form part of the group from Antwerp the
next time around. We are not privy to such behind-the-scenes behavior, but one way or
another the system worked: the sellers did come back, and buyers were pleased.

There are hints that Antwerp dealers also sought permission to hold auctions after the
fair in Tournai, Douai, Cambrai, Valenciennes, Arras and Ypres. And, as noted earlier,
they tried the same aggressive tactic in Ghent in the 1680s, though without success.

5.3. Auctioneer-contrived rules, London, late 17th century

The rules insisted upon by the Lille magistrates are unusual in the history of paintings
auctions. A set more familiar, at least to Anglo—Saxon audiences, is the rules contained
in printed catalogues for auctions held late in the 17th century, in London. Printing
rules was done at the initiative of the auctioneer-organizers, who did not pretend
expertise — they came to paintings via book and print sales — and who, it seems, were
mainly concerned with turnover, on which their fee was based, and with protecting
themselves against irresponsible bidders: those who bid for fun and left without paying
for lots they had won.

Thus a basic rule required buyers to leave part of the purchase price before vacating
the premises, a precaution against irresponsible bidding, or bidding to drive the price
up for fun, but where the winner had no intention of paying. Further rules were soon
added. One, widely copied, was a minimum increment-of-bid rule. The auctioneer who
first introduced this rule stated that it was for his own convenience. The average time
per lot in these sales was 1.4 to 2.4 minutes (in Sotheby’s auctions today it is less: 0.5
to 1.2 minutes). Thus the auctioneer had little time to raise the bid, and specifying a
minimum increment would have both helped him move bids to a satisfactory level and
saved him from the temptation to pull bids from the ceiling. Still other sales advertised
that no false bidding would be used and that no commissions — bids by the auctioneer
on another’s behalf — would be accepted.!3® The latter rules were appended to a very
few sales, implying that the norm was precisely their opposite; that bidders could expect
false bids and bids by the auctioneer acting for a seller or for an absent buyer, in both
cases for a cut. Finally, in larger sales or more ordinary paintings it was often announced
that there would be no undisclosed reserves, possibly a move to encourage and sustain

130 1n modern auctions the seller may not bid; the auctioneer may do so on the seller’s behalf, by prior
arrangement, but only up to an agreed minimum. But the auctioneer may bid on another’s behalf.
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attendance.'3! Again, by implication, in other sales bidders could expect undisclosed
reserves. Today, the major international auction houses announce the relation between
reserves and the lower pre-sale estimate, Christie’s promising that the reserve will not
exceed that figure, Sotheby’s that as a rule it will be 75 percent thereof.

The London rules no doubt were an improvement on having no advertised rules at
all; nonetheless the auctioneer’s hand, and interest, is apparent in them. Intriguingly,
modern international rules bear a closer family resemblance to the early London rules
than they do to those imposed in Lille which, in turn, are distant kin to modern French
rules which, among other practices, preclude buy-ins which end up in the hands of the
auctioneer himself.

5.4. Creating value through auctions: The dealer Gersaint in Paris, 17331750

As we have seen, one control exercised with unusual effectiveness by the Paris painters’
corporation in the 17th century was the requirement — akin to the rule in Venice — that
would-be dealers first be accepted as artists. A way around the requirement was to train
as a marchand-mercier, specializing in paintings and related wares.'3 This route was
taken by Edme-Francois Gersaint (1694—1750), and by some before and after him. But
Gersaint used his status to effect major changes.

He started out modestly enough but through astute joint ventures and by acquiring
expertise in several fields (print-making, porcelain, shells, antiquities, semi-precious
stones, and so on, as well as paintings), he was able to realize economies of scope. The
great range and exotic character of the goods he stocked (chinoiserie, Indian screens,
naturalia, etc., as well as things in the fields already listed) made of his shop a sort of
non-stop fair. He attracted clients at all levels, including those sensitive to price. On the
whole, however, his paintings were expensive. He could justify this by claiming special
knowledge which enabled him to be selective and could back the claim with an un-
matched experience: he made frequent buying trips north to acquire Flemish and Dutch
paintings, knew collections and collectors in Flanders and Holland, and had intimate
knowledge of auctions there. Gersaint introduced Parisians to the ascending price auc-
tion without private side-sales; his sales had printed catalogues; and there were pre-sale
viewing days. His catalogues were discursive and instructive, and his sales leisurely,
allowing potential buyers to become familiar with paintings, and to form their valu-
ations partly by discussing with, and observing the direction and strength of bidding
by, others. In these several ways Gersaint eased control of the Paris market away from
artist—dealers.

Among Gersaint’s more radical notions was the idea that anyone, in principle, could
become amateur lovers of paintings and form a respectable collection, even those with-
out the money, leisure or learning to become true connoisseurs. In pursuit of this ideal

131 On all this see De Marchi (2004).
132 The marchands-merciers or generalist trader/mercers in Paris were not to produce, but could sell anything
made outside Paris.
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he sought to wean viewers and buyers from an excessive absorption with the painting
per se, and especially with authorship and subject. Instead he invited them to consider
paintings as bundles of pleasure-yielding properties, an idea similar to Lancaster’s fresh
approach to demand, adumbrated in the 1960s.!3% Gersaint’s marketing ploy was so
novel and sophisticated that it merits being spelled out in full. If the viewer’s pleasure
in a painting is made the primary ground for preference, it becomes possible to argue
that paintings by any one of several artists supplying similar desired characteristics —
even if differently-bundled — might be considered substitutable for one another. Such
paintings constitute a “family” cluster. (In applying his ideas, of course, Gersaint made
it clear that any paintings he offered for sale should be understood to be of collectable
quality.) The paintings in such clusters, needless to say, would likely fetch different
prices. A buyer could choose from among the paintings in a cluster that subset for which
each painting yielded equal pleasure for the price. (Price here is to be read as expected
price at auction; in other words, Gersaint’s informed pre-sale estimates.) A final choice
could be made by a bidder from this subset according to what his or her budget would
permit.!34

It was integral to Gersaint’s convictions that individual viewers have the right to im-
part their own value to a painting. This was radical at the time but became a formative
idea among artists of the Romantic and later Modern Art movements. The importance
of the ideal is that it held the potential to extend the demand for paintings. This was
taking dealing beyond the acceptance of marketing as a natural complement to making;
it expanded the concept of the dealer to include one who nurtures the love of painting,
a role now taken for granted among those who deal in the secondary market.

6. Coda

Our overview has been thematic but unavoidably also episodic. We have been reporting
on research that is based on scattered documents which have survived or been uncov-
ered largely by good luck, or which exist in large numbers but have not yet been fully
explored. There are therefore serious gaps, and the record, such as it is, is always for
individual cities. Do the truncated segments of a history we have been able to offer add
up to an integrated whole? We began with a temporal sequence in the maturation of
an art market, but we can now also attach dates and place names to the several stages,
and link them across locations. As a result, too, some new details and emphases can be
introduced here.
(1) In the second half of the 15th century we observe, in Florence, made to order and
on spec production in a nascent retail market, parallel to, though artistically de-
rived from, the paintings generated within the commission nexus. A retail market

133 The parallel is very close. See, e.g., Lancaster (1966).
134 This decision process is illustrated for a cluster of artists painting Italianate landscapes, and for a cluster
of artists who produced Flemish peasant scenes, in De Marchi and Van Miegroet (2005a, 2005b), respectively.
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emerged at the same time in Bruges. It was larger, more vibrant, and offered a
wider range of novel and differentiated sorts of imagery. Much of the production
was cheap, eliciting demand from lower income groups and creating a deeper
market than in Florence. The innovativeness of the visual imagery in Bruges
stemmed from emulation among artists and competition for market share be-
tween three well-defined crafts of painting. The market was also supported by a
large, resident and temporary population of relatively wealthy foreign merchants;
by the existence of an annual international fair; and by an institutional infrastruc-
ture created by the city to facilitate exchanges — elements lacking in Florence.
Where Florence excelled was in the structuring of estate sales, out of which,
around the turn of the 16th century, there grew something resembling a whole-
sale recycling market. This was dominated at first by old clothes dealers, certain
of whom, over time, began to specialize in household movables, paintings among
them. The city organizers facilitated this development by separating out lots
with art objects. Late in the 16th century, in Antwerp, dealers appeared for the
first time as members of the painters’ guild, described, however, as second-hand
clothes dealers who also traded in paintings.

The development of new products at the low end in Bruges fostered the habit of
buying and displaying easel paintings in large numbers in the home. That par-
ticular transition was easier in the Low Countries than in 15th-century Florence,
where easel paintings had to compete with paneling and with intarsia (wood in-
lay) “paintings”.

In the 16th century various designated sales venues for paintings are to be found
in Antwerp, the chief of them on the upper floor of a new trading Exchange.
Antwerp and nearby Mechelen comprised a formidable production complex,
painters in Antwerp specializing in oils and those in Mechelen in watercolors.
Paintings from both centers were sold through the Exchange pand. Artists in the
two cities, combined, numbered at least 200 in the mid-16th century, and were
capable of producing upwards of 30,000 paintings per year. This was the first
instance of a production capability consciously established to export paintings,
though export had occurred earlier in a less planned manner, as in Bruges. Pro-
duction on a large scale, for export, in Mechelen/Malines and in Antwerp — in
the latter city via designated, year-round sales venues — were nonetheless natural
outgrowths of the popular market created earlier in Bruges and its textiles display
halls.

Venice, too, emerged in the 16th century as a major center of artistic production.
However, in contrast to Antwerp, for example, where the rule that only artists
should sell paintings was flexibly applied in the sixteenth century, in Venice it
was insisted upon. Artists were allowed to make paintings that had not been
commissioned, but only artists were allowed to sell — except for paintings to
be exported. This posed time-allocation problems for artists, and predictably led
to various selling arrangements being made with others — crafts persons in the
same guild, friends and associates, and shopkeepers with no links to painting but
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eager to move into their marketing. The ban also favored exports, but it was not
easy for ordinary artist-dealers to move into the export trade in paintings, which
required specialized experience, networks of contacts, and capital. When local
demand slowed relative to the export trade, therefore, artists found themselves
dependent on traders and specialist dealers, and having to work for them under
contract, on unfavorable terms. That was the situation for much of the first half
of the eighteenth century. Yet, in 1769, even dealers who had been allowed to
join the College of Artists were told to register in future with the guild of furni-
ture painters. The motive behind this is uncertain, but the proscription on selling
by non-artists, it seems likely, was born of a desire to maintain control, albeit
one that did not benefit painters in the long run. Venice joins Paris among cities
whose painters’ guilds resisted the marketing of paintings by others, to their ulti-
mate disadvantage.

The phenomenon of artists working as “in the galley” was not unknown
elsewhere, including 17th-century Amsterdam, Paris and Rome. However, in
Antwerp, painting for a dealer was also an arrangement within which artists for
the first time were able successfully to claim payment for invention. Vertically
integrated dealers operating there treated original paintings made for them as
means to generate copies and thereby an income stream, out of which payment
for invention could readily be made. Viewing the original as capital was the
conceptual and practical perspective within which this made sense. Earlier con-
ceptual models may have existed in tapestry cartoons and the engraved printing
plate, both of which were considered (and priced as) capital assets. With origi-
nal paintings viewed as capital, however, even lesser painters had a framework
within which they could successfully claim payment for invention. This was a
first; artistic ingenuity had been valued within the commission nexus in Florence
but was not necessarily paid for, patrons often claiming the originating idea as
their own.

The period 1600 to 1750, the opposition of selected artists’ guilds notwith-
standing, was the era of the dealer. Quasi-specialist dealers arose in Rome in
great numbers, as they had in Antwerp. Whereas in Antwerp the demand of for-
eign traders was important, however, in Rome demand was swelled by pilgrims
and other visitors. The differences between Venice and Rome widened over the
course of the seventeenth century. Specialist dealers in Rome employed begin-
ning and newly-arrived artists, established themselves in concentrated areas close
to wealthy buyers, and gave their artists such exposure that in many instances
these artists could become independent upon serving their contracts — a dynamic
not noticeable in Venice. Evidence is also emerging which suggests that even
prominent collectors in Rome bought major portions of their collections on the
piazza, or from dealers, probably using the great numbers and the physical con-
centration of artists and dealers to create a bargaining advantage for themselves.
Recent research has also begun to reveal details of a low-end market in Rome,
where non-specialist dealers also flourished. And it is showing that renting whole
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rooms was not uncommon, certainly among those merely seeking decoration but
also, for reasons that need to be explored further, among collectors.

Specialist dealers in a net-exporter market — the Antwerp—Mechelen complex,
for example — displayed a wide variety of creative plays to secure market share.
Traders based in Antwerp became involved in shipping large quantities of paint-
ings abroad. But Antwerp dealers who chose to stay when local demand showed
signs of slowing, found themselves engaging in forays to other cities accessible
by land, to increase their share of those markets. Various stratagems were tried,
ranging from experimenting with the descending price auction in Amsterdam,
to holding post-fair auctions in Lille, though on conditions for transparency laid
down by the local magistrates. There were also individual Antwerp-based deal-
ers who drove a sophisticated and far-flung traffic in paintings, using agents, to
Augsburg, Vienna, Paris, Lisbon, Bilbao, Seville, Cadiz and the Americas. Such
specialist dealers were not merchants with a sideline in paintings. They employed
business practices developed by international trading firms and indistinguishable
from them, except that as suppliers to foreign markets they were, inevitably, also
involved in mediating visual culture across traditions. In a net-importer city such
as Amsterdam, by contrast, dealers served more as arbitragers, helping to sup-
ply local demand by redistributing surplus supplies originating in other cities. By
the 17th century, too, dealers were trading in both new and older — recycled —
paintings; in the latter trade they competed with second-hand dealers, who also
at times tried to enter the first-sales market.

If the 17th century was the era of the trader—dealer in many variants, the 18th was
the century of the auction. Regular auctions involving paintings were held by the
Amsterdam Orphan Chamber in the early decades of the 17th century. However,
the first auctions for which we possess printed catalogues with rules, are sales
held later in the century, in London. Those sales, nonetheless, were mostly got-up
affairs, organized and run by bookseller-auctioneers with no special knowledge
of paintings. Paris became the more innovative center in the first half the 18th
century. There, extensive, informative catalogues were printed; viewing days
were provided; and the sales themselves were leisurely, serving as occasions for
arriving at private valuations partly through social exchange. A higher tone was
set than in London, where the rules were written by and for the auctioneers. The
first prominent dealer and organizer of auctions in Paris, Gersaint, voluntarily
adopted the no-friendly-sales rule that magistrates had insisted upon in Lille, and
took a responsible attitude towards attribution, at the same time seeking to wean
potential buyers away from an undue preoccupation with authorship and subject.
He stressed instead that value stems from the pleasure a painting gives to its view-
ers. Others took up Gersaint’s model — professional dealing by a non-artist — and,
by the 1770s, 20—40 sales a year were being held in Paris, surpassing London’s
early lead.
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7. Some developments since 1750

Our coverage ends around 1750, but we can indicate briefly and selectively some more
recent developments.

A partially integrated auction circuit developed during the 18th century, incorporat-
ing Amsterdam, Brussels, London and Paris. It did not result in common prices for the
same artists because tastes differed; moreover, transport costs and the associated risks
limited the physical movement of all but high-end paintings. These impediments did
not outweigh the arbitrage possibilities for dealers operating between sales centers. The
Amsterdam sales in particular served to recycle 17th-century Dutch collections to Ger-
many, while many French collections were dispersed internationally through auctions in
the 1790s. Private and public purchases on behalf of Catherine the Great, in the second
half of the 18th century, supplied the core of the exceptional collection of the Hermitage
in Saint Petersburg. Late 19th- and early 20th-century buying in Western Europe also
built the collections of wealthy Americans, most of which, under positive incentives in
the US tax code, have since become, or made their way into, public museums. The first
great museums in Europe, eventually all open to the public, were established in the 18th
century,'® and have grown subsequently in lockstep with legislation in many countries
restricting the export of “national treasures”.

The structure of the international market in paintings quickly acquired the features by
which it was characterized in the 20th century. The two great auction houses, Christie’s
and Sotheby’s, both date from the mid-18th century, and their rules reflect those pre-
served for us in the printed catalogues of the late 17th-century sales in London. Trans-
parency, however, has increased, though it is still less than total.

The rules followed by the leading international auction houses are still not universally
adopted; moreover, the degree of transparency shown by Sotheby’s and Christie’s is
still rare. Until quite recently, too, the international auction market was less than fully
integrated, being circumscribed by national restrictions. Thus many countries insist on
an export license, which tends to keep international-quality paintings off the market
altogether; and in France and Spain, for example, a right of preemption is assumed by
the state, while in France until very recently auctions could be conducted only by French
auction houses.

Another peculiarity of the international resale market is that the two dominant houses,
Sotheby’s and Christie’s, do not constitute a conventional duopoly. Both represent sell-
ers in the first instance, and sell services: they are not producers. They battle, therefore,
chiefly to secure collections in markets where stocks are small and declining. This en-
tails making concessions to potential sellers which cause costs to rise. Costs increase,
for example, because lesser works (which cannot be refused) often are more difficult to

135 A short list, supplied by Sophie Raux, includes: the British Museum (1759), the Pinakothek in Munich
(1779-1793), the Capodimonte in Naples (1739-1793), the Louvre (1793), the Vatican Museum (1784) and
the Imperial Museum in Vienna (1781).
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authenticate, and because the seller’s premium must be discounted or price guarantees
given to a seller on single items and even whole collections. Such concessions and the
higher costs they entail led, in 1995, to an agreement between Sotheby’s and Christie’s
to apply a common, non-negotiable sliding scale of seller charges. This was exposed
later in the decade as illegal collusion, at which point Phillips auction house was po-
sitioned by its new owners, the French consortium LVMH, to topple the leaders. The
tactic used was to offer concessions to sellers of the very sort the leaders had concluded
they could no longer afford to make. When the art market slowed in 2001, this strategy
turned out to be a loser, and the two leaders again find themselves unchallenged at the
top, though they are also rumored to have re-started competitive inducements to sellers.
Recent reports also suggest that they may be expanding into the territory of dealers, and
increasingly engaging in private sales.

The unsustainability of the competitive pressures in select, older markets, such as
those in Old Master paintings, drawings and prints, and Impressionist paintings, prob-
ably helped induce the proliferation in recent decades of sales in new fields, including,
in the case of Christie’s Amsterdam, sales of copies. Sotheby’s also flirted briefly with
online auctions. This has ended, except for relatively low-priced items, but both auction
houses retain their lower-end physical auctions in separate locations in London. The
market in Contemporary paintings and more generally for low-priced works has contin-
ued to expand, aided by new online information services (e.g., Artprice) and by online
auctions such as eBay and Lauritz.com.

Gallerists proliferated in the 20th century, especially in the primary market for Mod-
ern and Contemporary art. This is a segment of the art trade characterized by the same
radical uncertainty as movies — discussed by De Vany in his entry in this Handbook.
The idea that the modern gallerist — one who invests in beginning artists’ careers — orig-
inated in late 19th-century Paris, has been disputed. The true model of this type it seems
is a post-World War II New York phenomenon. The modern contract between a begin-
ning artist and a gallerist, however, currently often involving a fifty-fifty split of sales
revenues after costs, is to be found in early 20th-century Paris.

As to the status of artists, their right to have the artistic integrity of their work pro-
tected came to be widely recognized in the 20th century, as was an artist’s right — or
that of heirs — to a share of the proceeds of secondary sales. It is not clear that this
last supports those who need it most — unknown artists will continue to need willing,
risk-loving gallerists — while those who benefit are likely to be relatively few, and the
benefits necessarily accrue after the greatest need for income is past. Nonetheless, there
is momentum to enlarge the number of countries with an artists’ resale right. Copyright
law, meanwhile, as shown in the entry on copies in this Handbook by Ginsburgh and
Benhamou, continues to evolve, courts tending to recognize that even replicas, provided
they embody considerable skill and labor, are not in breach of copyright. The status of
digital images, however, remains uncertain.
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Appendix A
A.l1. Number of painters per *000 of population, by city, 1470—-1764

The following chart (Table A.1) summarizes estimates of artists per thousand inhab-
itants of various cities in the early modern period. Where possible more than one
observation is provided. Many of the estimates are to be taken as having a large poten-
tial range of error, not only because population numbers are uncertain, but also because
numbers of artists often have to be inferred. Moreover, it is not always clear from the
sources whether “artist” is to be taken in the narrow sense of one trained in design and
figurative painting, or has a broader connotation. The value of the exercise lies not in
the accuracy of any single estimate but in broad consistency of the ratios presented here
with other things that are known about a city. For example, it is known from fairly re-
liable counts that Amsterdam, even at its peak as a center of production of paintings
(c. 1650), continued on balance to be net importer of paintings. This is reflected in the
ratios of artists per thousand inhabitants not rising above 1.0. Ratios significantly above

Table A.1

Florence Bruges Valencia Venice Antwerp Mechelen Haarlem Paris Amsterdam Rome

1470/72 0.8 1.4

1488 2.8

1496 0.6

1513 0.3

1520 1.7 2.0

1526 2.4

1530 0.8

1542/43 1.5

1550 1.4

1566/68 1.5 53

1585/86 1.3

1588/89 1.8

1605 0.4

1611 0.4

1612 22

1615 0.8

1619 3.5

1625 1.1 0.4-1.5
1630/31 1.7 0.9
1632 35

1635 1.9

1640 1.1

1650 1.8 1.0
1675 1.2
1677 0.5

1764 1.0
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one, on the other hand, are consistently found for cities such as Bruges, Mechelen and
Antwerp which, on other grounds, can safely be dubbed net exporters of paintings. As
a rough rule of thumb, therefore, a ratio consistently somewhat above 1.0 inclines us to
think that a city was a net exporter of paintings, an inclination always to be checked,
however, against collateral historical evidence. In some cases the ratio rises or falls over
time indicating, in principle, an alteration of status (e.g., Haarlem, Rome and possibly
Paris).

A.2. Sources and methods

FLORENCE. Benedetto Dei [1470, for which see Gilbert (1980, p. 183)] listed some 30
painters with their own workshop. However, several on that list were already dead. Wackernagel
reports “about thirty” figure painters listed in 1472 as members of the Accademia di San Luca,
which artists were supposed to join [Wackernagel (1981, p. 300)]. We have used the number 30.
Population in 1469: Herlihy and Klapisch-Zuber (1985, pp. 40, 332) [also in Goldthwaite (1982,
p- 33)1.

BRUGES. In the years 1456-1470, 44 new masters were added to panel and cloth painters,
joining 12 members in 1456, for a total of 56 in 1470, assuming zero deaths, retirements, or net
immigration of artists. Population in 1449, c. 5000 [Nicholas (1992, p. 371)]. We have adopted
this number, amplified by 500 to allow for some net immigration. By 1488 the population might
have been 36,000 [Blockmans (1995, Table 2)], while the number of painters — same assumptions
as above — had risen to c. 90. By 1520 the number of artists was about 60 while population was
still c. 40,000.

VALENCIA. A tax record from 1513 lists 19 workshops of figurative painters (one workshop
with two masters) [Falomir (1996, p. 211)]. The population early in the 16th century is estimated
from the number of houses in 1510 — 9,879 (ibid., 109) — to which we have applied the generous
assumption of 6 persons per household, yielding a population of c. 60,000.

VENICE. “Figurers”, gilders and miniaturists in 1530 numbered 110, if the same ratio applied
to all 230 guild members as to the 77 with a craft listed [Favaro (1975, pp. 137ft., doc. 1.1)].
Population in 1530 c. 130,000 [Beltrami (1954, p. 59)]. For artists in 1640, we have used
the number 138, based on a guild list for tax purposes of that year [Favaro (1975, pp. 163ff.,
doc. I1.2)], and for population, the figure of 120,300 for 1642 [Pezzolo (2003, p. 151)].

ANTWERP. Three absolute counts of painters are known from guild lists: 14 in 1453, 108 in
1585-1586, and 76 in 1588-1589 [the latter two reported by Vermeylen (2003, p. 112, n. 19);
the number for 1453 and all other estimates arrived at from a list of annual guild inscriptions for
master painters [Martens and Peeters (2002)] plus conservative assumptions about length of career
(15 years 1453-1467; thereafter 20), zero net emigration 1453 through 1500, thereafter 5 masters
per year through 1604, 7 through 1609, 10 through 1617, and 15 through 1625. This results in
estimates of the number of painters of 23 in 1496, 102 in 1520, 131 in 1526, 124 in 15421543,
140 in 1550, 152 in 1568, 121 in 1612, and 95 in 1630. Population figures: Vermeylen (2003,
Table 2, p. 37) and references there cited, plus, for 1520, 1550 and 1630: Van Houtte and Van
Buyten, in Wilson and Parker (1977, p. 82).

MECHELEN/MALINES. We used the contemporary count of 150 workshops, adjusted down-
wards by the ratio of known painters to total masters, and adding in assistants in the ratio of 27
per 100 master painters, from a 1632 document, to yield 159 painters for 1566, when population
might have been 30,000 [Previer and Blockmans (1986, p. 79)]. In 1619, 95 masters protested
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against out-of-town dealers. The transcript of a 1632 Rekenboek van het schildersambacht van
Mechelen recorded 100 workshops [Monballieu (1971, p. 75)]. Known master painters plus as-
sistants in those years averaged 69, in a population of perhaps 20,000-21,000 (latter figure from
Van Houtte and Van Buyten, in Wilson and Parker (1977, Table 4.3).

HAARLEM. Artist and population figures, except for 1650, due to Boers, reported in Sluijter
(2000, p. 137, n. 19): 11 artists in a population of 30,000 in 1605, 29 in 35,000 in 1615, 44 in
40,000 in 1625, and 80 in c. 42,000 in 1635. For 1650, Montias estimates 68 artists in a population
of c. 38,000 (1990, p. 61). All numbers for painters very conservatively counted.

PARIS. Schnapper (2001, pp. 424-425) estimates painters and sculptors in 1611 at 110-115 in
a population of c. 300,000. We have applied the 17th-century ratio of 2 : 1, painters to sculptors, to
arrive at an estimate of 75 painters in 1611. For 1677, Schnapper estimates painters alone at 185,
in a population of c. 450,000. For 1764, he determines that there might have been some 600-700
painters, assuming a ratio of painters to sculptors of roughly 2:1, and allowing something for
widows and “demoiselles”, who were not counted in the 17th century, in a population of perhaps
600,000-650,000.

AMSTERDAM. Montias puts artists in 1630/31 in the range 90—120 [Montias (2002a, p. 117)],
in a population of c. 115,000: Frederiks and Frederiks (1890, v.). For 1650, Montias estimates
175 artists in a population of 175,000 [Montias (1990, p. 61)].

ROME. The number of artists in 1625 is from a house-by-house census: Lorizzo (2006). Pop-
ulation in 1625 (c. 110,000), from Sonnino (1998). We have estimated the number of artists in
1675 by assuming, first, the same number of specialist dealers as in Venice (average of two obser-
vations: tax documents from 1712 and 1719), and using the same ratio of artists to dealers there,
namely 7:1 [Montecuccoli degli Erri (2003, pp. 145-146)]. We applied this ratio to a fraction,
arbitrarily set 0.625, of the number of self-declared dealers in paintings in a 1675 tax list in Rome,
namely 33, yielding an estimate of the number of artists of 144 in that year. [For the tax record
generating 33 dealers see Lorizzo (2003a, pp. 331-332).] The population in 1675 is estimated to
have been about 120,000 [from Sonnino (1998)]. The number 175 is close to that estimated by
Bonfait (2003), who found for two parishes in the early decades of the 17th century roughly 1 to
3 artists per thousand population, and takes 1.5 as a reasonable per annum average for the century
as a whole. A detailed count of artists who authored public works, using older published sources,
has been undertaken by Spear (personal communication). His yearly average total of artists active
in Rome falls short of Bonfait’s estimate but provides a solid base from which to make upward ad-
justments for obvious under-counting (e.g., of works in private collections, and of foreign artists).
There is conflict between Bonfait’s 1.5 yearly average number of artists per thousand population
and our number for 1625, but we have included both to give a range.
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Abstract

This chapter traces the development of markets for music over the past several cen-
turies. Formally organized music was at first supported primarily by churches and the
nobility. Indeed, during the 18th century there was a kind of “arms race” in which noble
houses competed for prestige through the quality of their orchestras and operas. Gradu-
ally, however, the role of churches and the nobility declined and more market-oriented
venues, including vibrant markets for free-lance performance and composition, became
dominant. A survey of 646 musicians born between 1650 and 1849 quantifies these
trends, along with the increasing tendency for composers to earn their livelihood in
part by teaching in conservatories and other music schools. The same data set is tapped
to show the various ways in which composers learned their musical skills. When the
data are analyzed in still another way, Austria is found to be the most intensive em-
ployer of composer—musicians per million population and also to have given birth to the
largest number of composers relative to its population. The territory that in 1990 was
Czechoslovakia was second in births; Germany was second in employment. One means
by which composers derived income, especially with the ascendance of free-lance com-
position, was publication of their creations. The evolution of publishing technology and
music copyright is traced. Gradually, as income per capita grew in the industrialized
nations, audiences for musical performances broadened until by the end of the 19th cen-
tury mass markets came into being. Radio and the phonograph radically transformed the
ways music was enjoyed and widened the market for music even more. The electronic
media in turn intensified a tendency that was already evident in the early 18th century —
the ability of a few “superstars” to achieve spectacular financial success.

Keywords

music composition, music performance, free-lance creative activity, feudalism, human
capital

JEL classification: Z10



Ch. 4:  The Evolution of Music Markets 125
1. Introduction

Music has been a vital part of human society for as long as there is recorded history.
The oldest known musical instrument, a seven-hole Chinese flute, was carbon-dated in
1999 to the year 7000 BC. Not long after the Israelite exodus from Egypt, Joshua is said
in the Old Testament to have breached the walls of Jericho by having seven priests blow
ram’s horn trumpets while circling the city. In the mythology of ancient Greece, the god
Apollo playing a stringed lyre is said to have won a competition, judged by the muses,
against the flute-playing satyr Marsyas.

One characteristic making music interesting from the perspective of economics is
that it is an activity that eventually came to be market-oriented, giving rise to a complex
set of vertically-linked enterprises. Consumers derive satisfaction from hearing music
and performing it themselves. When individuals or families perform music, they must
be trained to do so, often by specialized teachers offering their services privately or
through schools. Most of the music they play is composed by other specialists, whose
works reach the players through the intermediation of music publication firms. Music
is performed on instruments produced by still another specialized industry. And when
consumers enjoy music performed by others, the performances are typically organized
by patrons, churches, or concert management organizations, which employ professional
musicians either regularly or in a series of ad hoc market transactions. Or in more recent
times, the music is supplied by electronic recording and/or broadcasting enterprises.

These various industries together entail a substantial amount of economic activity,
only parts of which are systematically measured. In the United States during 1998,
183,000 persons were employed as musicians and/or composers [US Bureau of the
Census (1999, p. 242)]. Sales of musical recordings in 1996 amounted to $12.5 bil-
lion; instrument sales were $1.17 billion; and in 1997, music publishers had sales of
$1.36 billion (Ibid., p. 587). For 45 of the estimated 350 professional classical music-
performing orchestras in the United States on which systematic data for the 2001-2002
season are available (usually for the more prominent ensembles), annual budgets to-
taled $1.14 billion. The largest single budget, at $197 million, was that of New York’s
Metropolitan Opera [American Federation of Musicians (2003)].

This chapter focuses on facets of the music “enterprise” that are either explicitly
market-oriented or occur within organizational frameworks, with emphasis on the com-
position and performance of classical music. This by no means denies the fact that in
many nations there are long traditions of folk music passed on informally from genera-
tion to generation, or that “popular” music now enjoys much wider market appeal than
the classical music emphasized here.

2. The evolution of music performance venues

Since the earliest times, markets have gradually come to play an increasingly promi-
nent role in the organization and supply of music. Two of Richard Wagner’s operas



126 EM. Scherer

deal with alternative modes in which musical activity was organized in Europe during
the Middle Ages. Under one mode, skilled minstrels wandered from town to town per-
forming their music and enjoying the hospitality (including financial support) of local
barons. Tannhduser embellishes on an actual gathering of German minstrels around the
year 1210 (documented in the Codex Manesse) at the Wartburg castle near Eisenach
(much later, the refuge of Martin Luther and the birthplace of Johann Sebastian Bach).
Organized by Duke Hermann von Thiiringen, it was a competition among the best-
known minstrels, including Wolfram von Eschenbach, Walther von der Vogelweide,
and Klingsor from far-off Hungary. In the opera version, the prize is the hand of the
duke’s daughter Elisabeth in marriage. What the actual prize was remains unclear; it
must at least have been Olympian prestige and probably also a monetary reward. Wag-
ner’s Meistersinger von Niirnberg parodies the amateur singing societies or guilds that
sprang up in German towns during the middle ages — in the case depicted by Wagner,
in the commercial town of Niirnberg during the early 16th century. Strict rules were
enacted for the forms in which songs could be sung, and members of the guild per-
formed in periodic competitions with the goal of winning temporary possession of a
silver necklace prize awarded to the entrant who committed the fewest singing errors.

2.1. Church support

A venue for music performance with even longer historical roots was the church, or
more accurately, the assortment of Christian orthodoxies. Plainchant was a significant
but growing component of Roman Catholic services from at least the conversion of
the Roman emperor Constantine (312-337). By the eighth century, it became known
as Gregorian chant. During the middle ages, song during church services began to be
accompanied by an organ, first in monasteries and then in lay churches. The music per-
formed in Roman Catholic churches became increasingly elaborate, culminating in the
exquisite antiphony and polyphony of Giovanni da Palestrina during the 16th century.
In 1562 and 1563 the Council of Trent considered a mandate requiring music during
the Catholic mass to retreat toward monophonic forms that “may be clearly understood
by all”. Although guidelines were adopted, rigid rules were opposed by Holy Roman
Emperor Ferdinand I, and as a result, subsequent popes chose to decentralize musical
decisions to local prelates. One hundred flowers were allowed to bloom, leading inter
alia to the richly orchestrated masses of Johann Sebastian Bach, Joseph and Michael
Haydn, Mozart, and Beethoven.

Meanwhile, Martin Luther, who spearheaded the Protestant Reformation with the
posting of his 95 Theses in 1517, argued that music, as an “excellent gift from God”,
should have a central role in religious services — among other things, in the form of
chorales sung by the entire congregation. Within the Protestant denominations there
were strong differences of opinion. Music flourished in German Lutheran parishes, as it
did within the Church of England. In Switzerland, on the other hand, followers of Hul-
dreich Zwingli eliminated singing and organs from their services, and in England under
Puritan Oliver Cromwell (between 1649 and 1658) music was banned from church ser-
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vices and organs were removed or even destroyed. The Restoration under Charles II
among other things returned music to the churches. Thus, both in England and on the
European continent, diverse opportunities opened up for the employment of musicians
as choir directors, organists, choir members, and (in the better-endowed parishes) or-
chestra members. Some of the more important parishes also maintained choir schools
that trained many generations of fledgling musicians.

As the Middle Ages gave way to the Renaissance, musicians became less itinerant
and began to move from amateur status to regular employment. Churches provided one
important locus of long-term employment. European towns also hired musicians to be
“pipers”, performing regularly on flutes, trumpets, and drums with local militias and
at town celebrations. And wealthy, typically noble, households began retaining musi-
cians as regular members of their staffs, rather than relying upon occasional visits by
wandering minstrels.

2.2. Support from noble courts

In many parts of Europe, church and state were closely linked. Kings and local feudal
lords were responsible for sustaining church services at their residences, and as such,
established chapel musical establishments. The chapel musicians were commonly asked
to do double duty performing at festive occasions and in some cases regularly during
meals. Gradually a division of labor emerged, with some musicians assigned primarily
to chapel duties and others assigned to provide entertainment in the royal household.
This duality existed, for example, at Versailles during the reign of Louis XIV (1659-
1715).

What happened in central and southern Europe was of the utmost significance for
the development of music as a professional activity. Between 1618 and 1648 most of
Europe was enmeshed in a devastating Thirty Years War. When the war ended with the
Treaty of Westphalia in 1648, what is now Germany was divided into several hundred
individual kingdoms, principalities, and dukedoms, some Protestant and some Catholic,
each required to yield only minimal deference to the Holy Roman Emperor. In Austria,
which also controlled Hungary, what later became Czechoslovakia, and parts of north-
ern Italy, political power was more centralized in the Kaiser-Emperor, but feudal lords
governed at the local level. The parts of Italy not under Austrian subjugation were also
divided into many smaller political units, some under Spanish or French rule, some un-
der papal domination, some surviving as feudal states under local kings or dukes, and
some (such as Venice) as independent city states.

Especially in the German-speaking parts of Europe, populations were decimated by
casualties, famine, and disease resulting from the Thirty Years War. Most of the arable
land was controlled by feudal lords with noble titles, e.g., king, prince, or duke. With
fewer mouths to be fed, land rents at first fell. But as populations were restored following
the Treaty of Westphalia, rents gradually rose, and noble landlords profited. Somehow —
the exact historical dynamics are uncertain — it became fashionable for local sovereigns
and lords to establish their own court orchestras and, in the larger dominions, their own
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opera houses. Individual local nobles began competing for prestige through this form of
conspicuous courtly consumption. See especially Elias (1969) and Raynor (1972). The
competition escalated in a kind of cultural arms race, so that by the first half of the 18th
century, no self-respecting court in what had been the Holy Roman Empire could be
without its court orchestra or other group offering regular musical entertainments.

This proliferation of noble courts with musical ensembles is said to have given rise
to a golden age of musical creativity. Augmenting a similar hypothesis advanced by
sociologist Norbert Elias (1991), William and Hilda Baumol (1994) asserted:

Obviously, economic and political conditions cannot create talent, but they cer-
tainly can either inhibit it or provide opportunities for its exercise. Our main
hypothesis is intended to narrow the pertinent geography — to help account for
the striking level of composing activity emanating from Germany and Italy. This
hypothesis suggests that the political division of the Holy Roman Empire and the
Habsburg possessions into many petty states worked to produce the circumstances
(notably substantial demand and a profusion of jobs) that help to explain the pro-
fusion of musical productivity (p. 172).

Although the noble courts provided abundant employment opportunities for musi-
cians and, for those with the creative talent to rise from the instrumentalist ranks, for
composers, court employment was not without its disadvantages. Once a musician had
secured a court position in what was a fairly competitive job market, he could not leave
that position without the lord’s express permission (or under some contracts, until the
lord’s death). Johann Sebastian Bach was imprisoned for nearly four weeks in 1717
when he attempted to break his contract with the Duke of Weimar. Mozart was fearful
that if he returned in 1783 to visit his father in Salzburg, he would be imprisoned by
Prince-Archbishop Colloredo, whose employ he left without permission two years ear-
lier. On the other side of the ledger, a musician could be discharged summarily at the
lord’s whim — an experience that led Georg Philipp Telemann to remark that “whoever
seeks life-long security must settle in a republic” — that is, in a job not dependent upon
feudal lords. In addition to addressing their masters in the most abjectly deferential lan-
guage, musicians were required to wear the livery (uniform) prescribed by the master.
Niccold Paganini was discharged for his failure to do so in Parma. Among other things,
masters stringently limited outside dissemination of works composed by their court mu-
sicians. When Nicolo Jommelli left the service of Duke Carl Eugen of Wiirttemberg in
1769 during a budgetary crisis, he was not allowed to take with him copies of the op-
eras and other works he had composed. And discrimination in the wages paid musicians
could be extreme. The highest salary Carl Philipp Emanuel Bach (son of Johann Sebas-
tian Bach) received as harpsichordist and composer in the court of King Frederick the
Great of Prussia was 500 thaler per year (about £80 at the exchange rates prevailing
at the time), while Johann Quantz and Karl Heinrich Graun were paid 2000 thaler and
leading opera singers employed by the court were paid as much as 6000 thaler.

During the second half of the 18th century and early decades of the 19th century, no-
ble court support of musical ensembles was substantially reduced. There appear to have
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been three main reasons for this change. First, major wars, notably, the Seven Years War
between 1756 and 1763 and the Napoleonic wars between 1792 and 1815, drained the
treasuries of many local and territorial governments. Second, the “arms race” in conspic-
uous musical consumption raised the costs of maintaining a suitable musical program
to the point at which many courts found themselves unable to keep pace. Third, feudal
oppression of the peasants employed on feudal lords’ vast landholdings (encompassing
a majority of the continental European population in 1750) lost its intellectual support
as a consequence of Enlightenment philosophical arguments and because it proved to be
much less efficient than agriculture carried out by well-motivated land-owning small-
holders.! Emancipation of European peasants was accelerated by revolution — notably,
the French revolution of 1789 and the brief revolutions of 1848 — and the abolition of
many feudal rights by French occupying forces during the Napoleonic wars.

Feudal reform also reduced the resources available to religious establishments, and
especially the Catholic Church, for the support of musical activities. In particular, lands
owned by clerical establishments were confiscated in Austria under enlightened Em-
peror Joseph II during the early 1780s and in France following the 1789 revolution.

2.3. The rise of private sector support

Replacing court and church support of musical activity to some extent was the growth
of middle-class citizens’ demand for musical performances and training. The industrial
revolution originating in England during the 18th century and spreading gradually to the
European continent increased both the number and wealth of middle-class merchants,
manufacturers, financiers, and barristers with means sufficient to enjoy the consumption
of music in its various forms, notably, through both home performance and participation
in public concerts. London, vanguard of the industrial revolution, developed a thriving
private-sector concert life during the 18th century.”> Amsterdam and some of the leading
mercantile cities of Germany and Italy (notably, Venice) expanded private-sector music
venues in parallel. Other European cities gradually followed suit. For musicians, there
were increased opportunities to obtain employment with orchestras organized outside
feudal courts, to undertake free-lance virtuoso performances, to give music lessons to
the children of an expanding middle class, to compose works that would yield revenue
through publication or commissions from private orchestras, and to join the faculties
of a growing number of music schools and conservatories. Part of this change entailed
a shift from one mode of employment to another under less servile conditions. Part
represented a shift from earning a living as an employed musician to market-oriented
free-lance activity.

In opening up opportunities for free-lance music composition and performance, opera
was the leading-edge sector. The prototype for modern opera, Claudio Monteverdi’s

! See Blum (1978) and Delon (2001).
2 See McVeigh (1993).
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Orfeo, was performed under the sponsorship of the Duke of Mantua, Italy, in 1607.
As enthusiasm for opera spread, some noble courts in Italy, Austria, France, Germany,
and Russia emulated the pattern established at Mantua. The sovereign or feudal lord
built an opera house, created a managerial structure and participated in its decision-
making, and provided regular subsidies to sustain continuing performance schedules.
This had two disadvantages: given the competition for prestige among various courts, a
tendency toward excessive or even ruinous expenditures; and the inflexibility or stifling
of creativity that can come from bureaucratic decision-making.

An alternative originated in the free mercantile city of Venice with the opening of the
first public opera house, San Cassiano, in 1637. Under the pattern established in Venice,
a group of wealthy citizens joined to contribute funds needed to build an opera house,
obtaining in exchange for their contributions preferred boxes and the right to nominate
a management committee. The management committee retained an impresario, who,
with the advice and consent of the committee, laid out a program of performances,
chose libretti for new operas, negotiated with composers ad hoc contracts to provide
the necessary musical score in collaboration with the librettist, hired singers, musicians,
scenery designers, and the like; and attended to the thousand-and-one details required
for successful performances. The impresario also accepted some of the financial risks
attending the performances he organized, not infrequently sustaining substantial losses
and fleeing creditors in the dark of night. Noteworthy also in this organizational schema
is the fact that composers, librettists, and leading singers competed on a free-lance basis
to make their contributions. The Venetian system was widely emulated in other parts
of Italy and eventually in some German cities (notably, those not controlled by feudal
lords), London, Vienna (beginning around the onset of the 19th century), and New York,
among other locations.

3. A quantitative perspective

How these complex changes evolved over time can be seen through a quantitative analy-
sis, drawn from Scherer (2004), of a sample of 646 music composers born between the
years 1650 and 1849. The composers were chosen on the basis of two criteria: for cre-
ating works with sufficient survival value to be listed in the Schwann Opus catalogue
of recorded music for Fall 1996; and by leaving a sufficient historical record that their
biographies were published in the New Grove Dictionary of Music & Musicians [Sadie
(1980)]. The number of composers in each of the four half-century birth date cohorts
was 141 for 1650-1699, 148 for 1700-1749, 168 for 1749-1799, and 189 for 1800-
1849.

Each composer’s biography was coded for various attributes, including places of
birth, family background, educational background, how the composers earned a liv-
ing, and the geographic locations in which they worked during their lifetimes. Figure 1

3 See Bianconi and Pestelli (1998) and Rosselli (1984).
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Figure 1. Trends in composer employment over two centuries.

provides broad insight into the ways composers earned their living. Only activities clas-
sified as “primary” or “secondary” to a sample member’s occupation are counted. Six
categories are traced by 50-year birth date interval:

(1) employment with noble courts, excluding the receipt of subsidies not conditional

upon regular employment duties;

(2) employment as a church musician or music director, excluding religious duties

unconnected with music;

(3) seeking compensation as a free-lance artist composing music for impresarios,

publishers, or performance in self-initiated concerts;

(4) free-lance performance on self-initiated concert tours or as an ad hoc featured

soloist in orchestral concerts;

(5) teaching in a conservatory or other public music school;

(6) free-lance teaching (outside the scope of organized music schools and conserva-

tories); and

(7) participation as either a performer in or director of orchestras unaffiliated with

church or nobility.

Needless to say, sample members often pursued more than one of these activities,
either at successive career stages (e.g., when Johann Sebastian Bach left his job as
Kapellmeister for the Prince of Kothen to become director of music in four Leipzig
churches and the Thomasschule), or simultaneously (e.g., when Bach moonlighted
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as director of a private concert-giving ensemble, the Collegium Musicum, during his
church and school employment tenure in Leipzig). On average, composers born in the
1650-1699 period, as Bach was, were coded as engaging in 2.01 primary or secondary
activities, as categorized in Figure 1. For composers born in 1700-1749, the average
was 2.11; for 1750-1799, 2.41; and for 1800-1849, 2.57. Thus, composers tended to
embrace a wider array of occupational categories with the passing years.

We observe sharp decreases over time in the fraction of sample composers employed
in courts and churches, with the most dramatic changes materializing for composers
born during the first half of the 19th century for court employment and the second
half of the 18th century for church employment. There was a concomitant rise in the
fraction engaging in free-lance composing and performance activities. The increase in
free-lance composing was fairly steady over time, whereas for free-lance performance,
activity peaked for sample members born between 1750 and 1799. Further analysis
reveals that most but not all of the 33 composers from the 1650-1699 birth cohort with
primary or secondary free-lance composing wrote at least two operas — an activity in
which free-lance efforts predominated. There is no clear trend in private tutoring, which
ranges from 28.4 to 31.0 percent over the four birth date cohorts. Conservatory teaching
rose briskly for composers born between 1750 and 1849. So also did participation in
private-sector orchestras.

To extend the sample into later periods, a much smaller and less representative sam-
ple of ten classical music composers born after 1850 was drawn. With birth and death
dates in parentheses, it includes Edward Elgar (1857-1934), Gustav Mahler (1860-
1911), Arnold Schoenberg (1874—1951), Ottorino Respighi (1879-1936), Béla Bartok
(1881-1945), Paul Hindemith (1895-1963), Aaron Copland (1900-1990), Kurt Weill
(1900-1950), Dimitry Shostakovich (1906—-1975), and John Cage (1912-1992). The
composers in this “modern” sample are uniformly more prominent than the median
composer in the earlier, larger sample of 646. When the biographies were coded using
criteria matching as closely as possible those applied to the larger sample, only one
composer is found to have been employed by “nobility” — Shostakovitch, supported by
agencies of the Soviet Union such as the Union of Soviet Composers. None had sig-
nificant church employment. All engaged in significant free-lance composition. Four
were free-lance performers; six performed in and/or directed private-sector (including
municipal) orchestras; at least five gave private lessons; and eight taught for substantial
periods of time in conservatories or their modern equivalents, the music departments
of universities. Confirmed with particular strength are the tendencies toward declining
noble and church employment and the increase in free-lance and conservatory teaching
activity.

To sum up, over a period of two-plus centuries, there was a transition from support
of music composers — the elite of professional musicians — by churches and the nobility
to support through more market-oriented institutions, and especially free-lance activi-
ties. The changes were gradual and evolutionary, and not linked closely to particular
composers such as Mozart and Beethoven, as some students of musical history have
suggested.
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3.1. Building human capital

From the sample of 646 composers born between 1650 and 1849, insights can also
be gleaned on how the sample members learned their trade. For 532 composers, there
was sufficient historical information to identify principal learning modes. In many cases
several forms of learning were pursued by a single individual; thus, young people might
initially be tutored by a family member, then move to instruction from an unrelated
professional musician, and then, at least in later periods, receive formal conservatory
training. Altogether, 1.83 codes were assigned on average per sample member.

Figure 2 summarizes the results. Within-the-family tutoring was evident in nearly half
of all cases, and, because of gaps in the historical materials, its incidence is undoubtedly
underestimated. By far the most ubiquitous form of human capital building was private
instruction with a professional musician. Although no attempt was made to assess the
quality of named teachers, the high incidence of well-known names was striking. Talent
is attracted to talent, which in turn leads to professional success. As conservatories were
established throughout Europe, there was a sharp rise in formal conservatory training
for musicians born between 1800 and 1849. Church choirs and affiliated choir schools
provided training for more than a quarter of the sample members born during the sec-
ond half of the 17th century, but their role faded as the years advanced. Especially in
Czechoslovakia and Germany, as defined according to 1992 borders, the primary and
secondary school curricula included substantial musical education. The self-teaching
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Figure 2. Percent of half-century cohorts with diverse career preparation modes.
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and on-the-job-training categories were coded conservatively, counting only cases in
which no other training was evident at a formative period or in which a youth joined a
court orchestra long before reaching maturity.

3.2. National differences

Classical music composition during the 18th and 19th centuries was preponderantly
a European enterprise. Among the sample of 646 composers born between 1650 and
1849, only 17 were born outside Europe, notably, in North and South America. Figure 3
shows for the principal European nations and national groups, as defined by borders
existing in 1992, the number of composers born and employed per million population.
The raw counts are divided by national population estimates at the time of birth for birth
data and at age 35 for the employment counts. The employment counts are for “working
life equivalents”. That is, for any given sample member, the number assigned to a nation
in which the composer worked for two years or more was the fraction of the composer’s
life from age 20 on spent in that nation.

Austria — home to Mozart, Haydn, Schubert, and (in his mature years) Beethoven,
among others — led other nations in both composer births and working-life-equivalent
years of residence relative to its (modest) population. The other remnants of the Holy
Roman Empire — Germany, Italy, and Czechoslovakia — were the next most prolific pro-
ducers of composers relative to their population. Russia, with a huge serf population
and a particularly small class of noble and middle-class music consumers, trails far be-
hind on both dimensions. Germany, with the richest proliferation of independent noble
courts, was second in employment of composers per million residents.

Dividing the employment counts into the birth counts, one can see which nations were
the most vigorous importers of composer—musicians and which were exporters. Austria
leads the list of importers, with 1.66 equivalent composer working lives per birth; Eng-
land, with wealthy London as a magnet to immigrant musicians, was second; France
with Paris as a magnet was third. Czechoslovakia was in relative terms the leading ex-
porter, followed by Italy. Czechoslovakia’s inability to retain its numerous home-grown
composers was the result of both demand and supply-side forces. On the demand side,
its leading city, Prague, was small relative to most other European nations’ capitals, and
many Bohemian nobles spent the most fashionable seasons, when music performance
was at its peak, at their town houses in Vienna, the imperial capital. On the supply side,
there is probably truth in Hector Berlioz’ observation that “I must say — since it is a
matter of public notoriety — that the Bohemians are the best musicians in Europe, and
that the love and feeling for music are universal in all classes of society” [Berlioz (1966,
p- 414)].

Apart from this cultural factor, which cannot readily be measured, three main hy-
potheses contend to explain the intensity with which diverse nations or national groups
attracted composers into employment. More employment per million population is ex-
pected:
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Figure 3. Births and employment of composers per million population.

(1) in the four remnant nations of the Holy Roman Empire, especially before the
decline of feudal courts as the 19th century dawned;

(2) in nations such as England, France, and Austria with rich magnet cities; and

(3) in richer nations, as measured by gross domestic product per capita.
Where WORKLIVES is the measure of equivalent working lives per million popula-
tion plotted in Figure 3; GDP is (crudely estimated) gross domestic product per capita,
measured in 1990 dollars; COURT is a zero-one dummy variable with unit values for
Germany, Austria, Czechoslovakia, and Italy for each of the first three half-century pe-
riods; and MAGNET is a zero-one dummy variable for nations with magnet cities (with
Russia added only for the fourth half-century interval); the resulting regression equation
was as follows:

WORKLIVES = —0.29 4 0.00080 GDP + 1.127 MAGNET + 2.497 COURT;

0.41) (1.41) (2.70) (5.58)
R? = 0.505; N = 40.

T-ratios are given in subscripted parentheses. All three variables have the expected
signs and help explain variations in composer employment per million population across
four half-century intervals in ten nations or national groupings.
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Russia began to absorb western European musical culture on a significant scale dur-
ing the reign of Catherine the Great (1762-1796). St. Petersburg and Moscow attracted
numerous traveling musicians in the first part of the 19th century, during which time a
Russian school of composition also grew under the leadership of Mikhail Glinka.

The United States was an even later arrival, but arrive it did. By 1850, New York City
had a larger population, excluding suburbs isolated by water barriers, than any European
city excepting London and Paris. The New York Philharmonic Society began a regular
concert series in 1842. An opera series was established at the New York Academy of
Music in 1854. The Academy was displaced following the success of the Metropoli-
tan Opera, whose creation was precipitated in 1883 by a dispute between old and new
wealthy factions over the allocation of boxes.* Many prominent European music per-
formers, composers, and directors were attracted through the high salaries offered by
New York organizations and the orchestras of other leading American cities. At the be-
ginning of the 20th century, as the United States moved ahead of England in having
the world’s highest average gross domestic product per capita, most of the musicians in
the Metropolitan Opera orchestra were from Europe, and rehearsals were conducted in
a combination of German and English.> But as formal musical training expanded with
the founding of the Boston Conservatory in 1867, the Michigan University School of
Music in 1892, and the forerunner of the Juilliard School in 1905, among others, the
United States began to generate its own indigenous supply of musicians and moved into
the forefront of world musical culture.

4. Music publishing and intellectual property

One way music composers could earn free-lance income was by selling their works
to publishers or, when the music publishing industry was still in its infancy, engag-
ing in self-publication. In the late middle ages, church music was printed using fixed
wooden blocks into which staves, notes, and other symbols were carved. Adapting Jo-
hannes Gutenberg’s 15th century movable type invention to music printing was difficult
because music notation is much more complex dimensionally than simple letter text.
Improvements in printing music with movable type accumulated over a period of three
centuries. During the 18th century, printing music engraved onto copper or pewter plates
was the dominant technology, and there was a proliferation of music publishing houses,
a few of which (e.g., Breitkopf & Hairtel, Schott, and Ricordi) survived into the 21st
century. In the 19th century, lithography appeared as a viable lower-cost alternative to
typeset and engraved printing. High-speed rotary presses and computerized note-setting
have reduced relative costs even more.

Through much of this formative period, hand copyists provided important competi-
tion to music publishers. Opera houses retained copyists to produce parts for the various

4 See Fiedler (2001).
5 See again Fiedler (2001, p. 16).
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ensemble members, and composers employed copyists to make copies for distribution
to patrons and potential publishers as well as for the musicians performing new compo-
sitions. Under the traditions prevailing in Italy during the 18th century, the impresario
for a new opera had the right to the composer’s original score and the copyist to the
first copy. The copyists then made additional copies which they sold to provincial and
foreign opera houses. When composers hired copyists, it was not uncommon for the
copyist surreptitiously to make an additional copy, from which they then derived addi-
tional copies for sale to a network of music lovers. Noble courts made copies of their
composers’ works for exchange with other courts in order to expand their performance
repertoire, and once a copy reached some other domain, it was difficult to prevent fur-
ther copying and circulation. The copies that proliferated in this way were often riddled
with errors, but the business thrived.

Music publishers often obtained musical manuscripts through these indirect channels
and published a printed version without the composer’s permission. Absent effective
copyright protection, publishers also pirated for distribution in their home market the
works published by their peers in other territories. Rampant piracy limited the revenues
composers could derive through authorized publication of their creations.

Music composers were not without some rights to the works they created. Plagia-
rism, i.e., claiming another person’s creation as one’s own, was widely condemned.
In the 16th through 18th centuries, the principal opportunity for obtaining more secure
intellectual property rights in one’s musical creation came through the granting of “priv-
ileges” by national or local governments. A composer could appeal to the sovereign
for an exclusive privilege to publish works within the relevant domain, or publishers
could obtain exclusive privileges to publish certain classes of musical compositions.
To be sure, political connections and/or bribes might be necessary to obtain a privi-
lege. However, Hansjorg Pohlmann (1962, p. 186 ff.), the leading student of the history
of musical property rights, argues that in some parts of Europe, the privilege system
was sufficiently open and transparent that it resembled a modern copyright system. Yet
even when privileges could be obtained, they were difficult to enforce. And when a
geographic area was fragmented into many independent political entities, as Germany
was following the disintegration of the Holy Roman Empire, a privilege issued, say, in
Mainz had little or no jurisdictional reach to prevent the piracy of a musical work in
Leipzig, Munich, or Hamburg, let alone in non-German-speaking lands.

England was the first nation to enact a modern copyright law, the Law of Anne, in
1709. Its application to musical works was first clarified in 1777 through a law suit
brought by Johann Christian Bach, the son of Johann Sebastian Bach. France replaced
its privilege system — probably the most effectively functioning one in Europe — with
a copyright law following the revolution of 1789. The United States passed a copy-
right law for the protection of domestic residents in 1790; under it, the works of foreign
authors and composers could still be pirated legally. In Germany, Austria, Czechoslo-
vakia, and Italy — as we have seen, the most intensive centers of musical composition —
copyright law was slower to come. In 1825 a petition drafted by composer Johann Nepo-
muk Hummel, urged on among others by Ludwig van Beethoven, asked the assembly
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of German-speaking nations to overcome their differences and enact uniform copyright
laws to prevent publishers from “getting fat by robbing without penalty their neighbors’
property”. The petition is reproduced in Benyovszky (1934, pp. 131-133). It spurred the
formation of a committee to study the problem, and eventually, in the late 1830s, most
of the German states passed copyright laws protecting inter alia musical works. The
Austrian version covered Austrian possessions in northern Italy as well as Czechoslo-
vakia, and in 1840 Austria entered into a mutual copyright accord with the Kingdom
of Sardinia (including Savoy), so that the opportunity to secure musical copyright ex-
tended to much of Italy, excluding the Kingdom of Naples and the Papal states. The
Berne Convention of 1887 allowed composers (and authors) to obtain copyright in any
signatory nation, so in effect, the copyright system became world-wide. In the United
States, a relatively late signatory, the number of musical copyright applications rose
from 9132 in 1890 to 29,151 in 1920 and 52,309 in 1950. In 1950, there were nearly
as many copyright applications for musical works as there were for periodical prose
works.

Giuseppe Verdi was the first composer of note to derive substantial advantage from
the Austrian—Sardinian copyright regime. With his publisher Giovanni Ricordi, he be-
gan collecting opera performance fees from the numerous provincial opera houses, at
first on a flat fee basis and then, when Ricordi recognized that price discrimination
would yield higher revenues, on a graduated “ability to pay” basis. They also aggres-
sively published “reductions” of individual opera arias for voice and piano, solo piano,
violin, flute, string quartet, and many other combinations, selling them to the countless
opera-loving families of Italy. Through these activities Verdi became quite rich, and as
his wealth grew, he reduced the pace of his opera-writing efforts, from 14 operas in the
decade of the 1840s to seven in the 1850s, two in the 1860s, and one each in the suc-
ceeding three decades. From Verdi’s letters emerges introspective evidence that his was
in effect a backward-bending labor supply curve.” It cannot be ruled out, however, that
the fortune Verdi accumulated by selling his works had a demonstration effect, inspiring
others to try their hand at composing.

5. The popularization of musical culture

Up to the onset of the 18th century, paying to hear music performed was a pastime en-
joyed mainly by the nobility and the wealthiest members of a relatively small middle
class. Gradually, however, increasing prosperity plus technological and organizational
innovations broadened audiences and ultimately engendered nearly universal public ac-
cess to professionally performed music.

One event that signaled a change in audiences for music was the London premiere
in 1728 of John Gay’s Beggar’s Opera, an irreverent pastiche of already-popular and

6 See US Bureau of the Census (1960, p. 606).
7 See Scherer (2004, Chapters 4 and 7).
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new English-language songs that enjoyed 62 performances during its first season and
was repeated in every London season for the next seven decades. (The plot was later
adapted successfully in the Brecht—Weill Threepenny Opera.) Several public gardens
were opened beginning in the 1730s, presenting open-air concerts during the summer
and charging admission sufficiently modest that, according to a contemporary 1786
account:

There were last night above 6000 persons present, among them some of the first
people in the kingdom, but as is always the case at Vauxhall, it was a melange; the
cit and the courtier jostled each other with the usual familiarity; the half guinea
was no repellant to the middling order; John Bull loves to shoulder his superiors in
rank ... and where he pays as much for admission, he never considers them to be
more than his equals [quoted in McVeigh (1993, p. 41)].

In Vienna during the early decades of the 19th century a counter-part to Vauxhall Gar-
dens emerged through ball rooms in which members of the middle classes waltzed to
the music of Joseph Lanner and Johann Strauss Sr. At the peak of Strauss’ popularity,
these venues were expanded so that they could accommodate 50,000 participants si-
multaneously. By 1830, Strauss had 300 musicians under contract, whom he deployed
in groups of 25 to play in the various ball rooms.?

In Paris another means of providing music to large numbers of listeners, “the mon-
ster concert”, was pioneered by Hector Berlioz. Berlioz’ first such concert, in 1844, was
held in an industrial exhibition shed, attracting an audience of 8000 to hear music per-
formed by a thousand instrumentalists and singers.® A later monster concert organized
by Berlioz in 1855 attracted an audience estimated at 40,000. The pinnacle of 19th
century monster concerts was probably reached in the Boston (Massachusetts) Peace
Jubilee of 1872. For it, Johann Strauss Jr. was paid $100,000 plus traveling expenses
to direct an orchestra of 2000 and a chorus of 20,000 performing Strauss compositions
before audiences estimated at 100,000 persons [Fantel (1971, pp. 194-195)].

The performance of music at home provided a market for instruments and sheet mu-
sic. Julia Moore (1987, pp. 50-64) punctures the myth that in music-loving Vienna
during the time of Beethoven, there was a piano in every house, showing that the origi-
nal source claimed a piano in the home of every educated family — a major difference in
a time when higher education was rare. However, as education spread and prosperity in-
creased, so also did the presence of pianos in homes. Using estimates by Ehrlich (1990,
p- 222) and then US Census of Manufactures data, Figure 4 traces trends in new piano
production in the United States from 1850 through 1930. Solid circles mark the years
for which production estimates are available; the connecting lines are interpolated. Pi-
ano production did grow rapidly during the first seven decades, at an average rate of
4.3 percent per year. Scherer (2004, Chapter 2) estimates an income elasticity of piano

8 See Fantel (1971, pp. 36 and 194-195).
9 See Holoman (1989, pp- 308-311 and 476-477).
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Figure 4. New piano production in the United States, 1850-1939.

demand over this period in the range of 3.16 to 4.32, depending upon the econometric
specification used. Transforming the production data into cumulative (but depreciating)
stocks, it is estimated that in 1850, the maximum home ownership rate (assuming no
ownership by schools, churches, and taverns) was 5 percent. By 1923, it peaked at ap-
proximately 23 percent.

The steep decline in piano production during the mid-1920s, a time of extraordinary
prosperity, cries out for explanation. (The earlier decline in 1921 was attributable to a
sharp but brief recession.) The answer is simple: home radios entered the market in the
early 1920s, followed by the introduction in 1924 of electrical phonographs with fidelity
far superior to that of the acoustical phonographs previously in use. By 1927, 10 million
American homes had radios, and a roughly equal number owned phonographs. A new
different way of consuming music (and much else) in the home had appeared, changing
radically the character of American family life and making music available every day
to families that otherwise would have attended public concerts only rarely.

Electronics also changed the criteria for success as a musical performer. For vocalists
in particular, power in an amplifier substituted for the previously essential vocal cord
power.

During the 1920s it was believed that radio would allow wider dissemination of clas-
sical music, educating and upgrading public tastes. There was in fact an abundance of
classical music programming. But especially in the United States, where radio trans-
mitters were more dependent upon advertising than were the publicly-owned stations
of Europe, sponsors soon found that broadcasting popular music was more effective
in attracting the mass audiences they sought. The weekly Guy Lombardo show was
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an early success beginning in 1928. By the late 1930s, the Lucky Strike Hit Parade,
which offered renditions of the week’s ten best-selling tunes, drew one of the largest
radio audiences. As additional channels became available with the introduction of FM
broadcasting following World War II, radio stations began to specialize in the content
provided. Among the nearly five thousand US stations specializing in music broadcasts
during 1994, the largest number (2642) emphasized country music — many, to be sure,
in remote rural areas with small populations. There were 44 classical and fine arts spe-
cialists [World Almanac (1999, p. 186)].

Phonograph records and later compact disks also tapped mass markets for all kinds
of music. The first year in which more than one billion musical recordings (including a
relatively new genre, music video tapes) were sold in the United States was 1994. In that
year, rock and roll music, which achieved popularity in the 1950s, led the market with
35.1 percent of unit sales, country music was second at 16.3 percent, and “pop” music
placed third at 10.3 percent. Classical music records had a 3.7 percent share [World Al-
manac (1999, pp. 187-188)]. The share of classical record sales declined over the years,
e.g., from 25 percent in 1950 and 5 percent in 1980, in part because each new record
must compete with the established repertoire accumulated over three centuries, much
of which had already found its way into record buyers’ libraries.'? In the more popular
forms of music, the life span of the typical new composition is short, but there is a con-
stant proliferation of new varieties seeking to differentiate themselves from previously
recorded tunes.

The decline in classical music market shares parallels another more ominous alleged
trend — the “graying” (i.e., aging) of audiences for live classical music performances,
combined with a tendency for music directors to force upon audiences avant garde mu-
sic appreciated by few.!! However, a 1997 survey yielded optimistic signs [US Bureau
of the Census (1999, p. 275)]. On average, 16 percent of the surveyed Americans had
attended at least one classical music performance during the preceding year. The high-
est attendance rate by age category — 20 percent — was for persons 45 to 54 years old.
Respondents in the 18-24 year old category, however, had the same 16 percent rate as
the entire population, suggesting a potential for future audience-building. The lowest
(11 percent) rate was for persons 25 to 34 years old. Not surprisingly, attendance at
live classical music performances rises with income per capita and education, reaching
maxima of 35 percent for those with annual incomes above $100,000 and 45 percent for
persons who have attended graduate school.

The ability of musical composers and performers conveniently to reach a market en-
compassing the entire world intensified a phenomenon already evident three centuries
earlier: superstardom.'? At the outset of the 18th century, the leading musical super-
stars were castrati singers, who were in demand throughout western Europe and who

10 See Arnold (1997).
1T See, e.g., Holland (2003).
12 See especially Rosen (1981) and Hamlen (1991).
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traveled to wherever the rewards were highest. Before he retired to Spain and became
chamber musician and confidential advisor on matters of state to Kings Philip V and
Ferdinand VI, castrato Farinelli (whose given name was Carlo Broschi) earned £5000
during the 1735-1736 opera season in London, the most lucrative market, at a time when
English building craftsmen averaged £30 per year.!> A century later Niccold Paganini,
considered the most brilliant violinist of all time, netted £10,200 from six concerts in
London after a spectacularly successful tour through Continental Europe. The most suc-
cessful classical music superstars of the late 20th century were the Three Tenors — José
Carreras, Placido Domingo, and Luciano Pavarotti. Their concert during the 1994 World
Cup football championship games in Los Angeles attracted a “live” audience of 56,000
persons, was broadcast throughout the world on television, and yielded record sales of
some 9 million units. For a follow-on concert at the 1998 World Cup playoffs in Paris,
the Three Tenors received an advance payment against anticipated broadcast and record
sales royalties of $18 million. Their receipts paled, however, in comparison to those
of the most successful popular music stars. The best-selling musical record of all time
is said to be Michael Jackson’s album, “Thriller”, which from its launch date in 1992
achieved sales of 46 million copies. In 2002, Jackson’s accumulated financial net worth
was estimated to be in the range of $250 to 350 million. But by that time Jackson’s
reception from the public was fading visibly. Similar popularity declines befell most
superstars during the heyday of classical music composition — that is, in the 18th and
19th centuries. But Jackson, unlike his golden-throated predecessor Farinelli, is unlikely
to find a second career as advisor to national sovereigns. In that sense too, conditions
change.
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Abstract

This essay addresses the definition of artistic and cultural goods by the commonsense
and pragmatic assertion that they are respectively goods that carry artistic and cultural
(non-economic) values. However, these categories of non-economic value are them-
selves highly contested and require clarification for the definitions to be viable. The
essay suggests an interpretation of the distinction of economic and non-economic val-
ues, and of non-economic cultural value, by drawing on the ideas of Nozick. For artistic
value, the essay argues that creativity is a central concept, and explores the learning on
creativity to be found in cognitive science. Cognitive science sees creativity as requir-
ing both novelty and appropriateness to a particular cultural community. These insights
underline some of the characteristics of markets for creative goods, including artistic
goods, that cultural economists have stressed in their work independently of cognitive
science. For artistic goods in particular, consumers join in the creativity of the artists,
and this joint creativity enables us once again to invoke Nozick’s concepts of intrinsic
value and identify artistic value as a particular instance of non-economic value. The
definitions are defended as coherent in the light of their consistency with economic
thinking on stimulus goods and learning-by-consuming. Intellectual property is seen as
overlapping but not necessary to artistic and cultural goods. Nothing in this essay should
be taken as final, but, rather, as a possible starting point for a substantive discussion of
non-economic values in these fields.

Keywords
cultural goods, non-economic value, creativity, learning-by-consuming

JEL classification: H11, H31, Z11
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. we should define [terms], so as to agree with the sense in which they are un-
derstood in [the] ordinary use of them. When the sanction of this authority is not
attainable, on account of further distinctions being required, the next best authority
is that of some of the most celebrated writers in the science, ... It is acknowl-
edged, however, that a change may sometimes be necessary; and when it is, the
natural rules to be attended to seem to be, ... That the alteration proposed ... on
the whole be obviously more useful in facilitating the explanation and improve-
ment of the science. [Malthus, Definitions in Political Economy (1827)]

1. Introduction

Cultural or artistic goods bring to mind the famous comment about pornography. The
appropriate definition of “cultural goods” or “artistic goods” is far from obvious. On
the one hand, there may be common underlying, or interconnecting phenomena that
lend themselves to definition of a range of commodities reasonably called “cultural” or
“artistic”. On the other hand, not everything can be stuffed into the definition. Some
associations have to be left for empirical demonstration' and some may simply be fal-
lacious. It may be that common usage is inconsistent, so that no definition can account
for all of it, or a definition intended to correspond to common usage might be so broad
(though consistent) and consequently so vague as to be useless. A definition must be
definite. It seems fair to say that we have no definitions for cultural or artistic goods that
are authoritative in either of Malthus’ first two senses, so a definition of these categories
of goods will have to be justified by “facilitating the explanation and improvement of
the science”.

For the “improvement of the science”, empirical reliability is one important criterion
of success, but coherence is also important. Like value, coherence is “not just some
vague laudatory term”.> As I use the term, a discourse is coherent if it is consistent with
(though not necessarily deducible from) a compact set of fundamental propositions. One
way to show that a discourse is coherent is to display the set of fundamental propositions
and show that other propositions in the discourse are deducible from the fundamental
set, with a few auxiliary assumptions that may vary from case to case. Neoclassical
economics is highly coherent in that sense, and it seems that economists place a high
value on coherence. In any case, one objective in defining terms is to assure that the
terms admit of a coherent discourse, and a major objective of this essay will be to argue
that the definitions offered here do that.

! This reflects the methodological stance known as operationalism. Bridgeman (1952) observes that, in order
for empirical tests to be performed, there must be at least two distinct sets of operations that may or may not
be correlated. To attempt to include all possible associations in the definition would prejudge the empirical
issues.

2 The quotation is from Nozick (1989); see further below.
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2. Definitional issues
2.1. Culture

We might begin by adopting a consensus definition of “culture”. However, the word
“culture” presents yet another complex of difficulties of definition. In the broadest an-
thropological sense, culture is more than “high culture” and “popular culture” taken
together. Rather, culture in this sense encompasses everything that people derive from
their tradition and heritage, including folklore and kinship patterns, “material culture”,
religion, and so on. In what follows, the word “culture”, otherwise unqualified, will be
used in this anthropological sense, although it is an open question whether there is a
definition of culture that is applicable across cultures. Kroeber and Kluckone (1963)
devote a large book — and the power of their knowledge of anthropology, the human sci-
ence that focuses on the study of culture — to the search for a viable definition of culture
in the anthropological sense. Economists might well hesitate to retrace their steps.

How then may we distinguish artistic and cultural goods and services from other
goods and services? It would be convenient if we could say that cultural goods are
goods that carry cultural values, and that artistic goods are goods that carry artistic or
aesthetic values. These conceptions of values are, if anything, even more contested.
Nevertheless, that will be the strategy of this essay. Because of the contested nature of
all the relevant issues, the essay is unavoidably rather speculative, but is offered with
the hope that it will provide some “fit”. While that “fit” cannot be finally demonstrated,
an attempt will be made to show that some of the ideas and concerns with long histories
in cultural economics are unified by the proposed definitions.

2.2. Economic and non-economic values

“Economic values” as discussed in neoclassical economics are derived from the pref-
erences of individuals. The claim that there are non-economic values distinct from
economic values implies that the non-economic values are intrinsic or objective in the
sense that they are independent of individual preferences. Critics sometimes assert that
neoclassical economists neglect non-economic values, focusing only on economic val-
ues. This is a misunderstanding. In a passage many neoclassical economists regard as
definitional, Lord Robbins (1952, p. 30) writes “Aesthetics is concerned with certain
kinds of ends. The beautiful is an end which offers itself for choice in competition, so
to speak, with others. Economics is not concerned at all with any ends as such”. From
this point of view, there is no difficulty with non-economic values; economics has to do
not with any particular realm of values, but with the balancing of different values and
different realms of value.

But this view is an obstacle to communication between economists and others inter-
ested in cultural and other forms of public policy. It does seem that the issue here is
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pragmatic:> advocates of active cultural policy pose their proposals in terms of a dis-
tinction between economic and cultural values. If economists cannot speak to such a
distinction, then economists cannot contribute to the solution of the problems posed.
The difficulty, then, is to construct a scheme in which one can meaningfully distinguish
economic from non-economic values.

As a tentative basis for a distinction, consider the ideas of Robert Nozick, a social
philosopher known for his free-market views and his affinity to neoclassical economics.
Nozick (1981, pp. 162—164) writes:

The notion of value is not just some vague laudatory term. Some things have value
only as a means to something else that has value. And some things have a value
of their own, an intrinsic value.* This notion of intrinsic value is the basic one;
other kinds of value exist by their relation to intrinsic value. ... Let us consider
things frequently said to be valuable in themselves. We begin with works of art.
Recall what happens in art appreciation classes. You are shown how the different
parts and components of a painting are interrelated ... You are shown how the
painting is a unity ... A painting has aesthetic value, theorists have held, when
it manages to integrate a diversity of material into a tight unity often in new and
striking ways. Such a “unity in diversity” was termed an organic unity ... The
greater the diversity that gets unified, the greater the organic unity, and also the
tighter the unity into which the diversity is brought, the greater the organic unity ...
Its organic unity is its value.”

Nozick’s concept of value is not special to art, even though it begins with an aesthetic
example. Indeed, Nozick’s argument is that the same unity-in-diversity is the basis of
all intrinsic value, and Nozick promptly extends it to scientific value (and specifically,
by implication, coherence: p. 163), to the value of an ecological system (p. 164), and
to the value of the mind-body unity of a thinking being (p. 165). However, it might

3 Like everything else of concern to this chapter, pragmatism has its own problems of definition. For a use-
ful survey of pragmatism, see Haack (2004). Haack stresses the differences among pragmatists, especially
between the founders and more recent philosophers who have taken that name. She concludes “ask, rather,
what we can borrow from the riches of the classical pragmatist tradition, and what we can salvage from the
intellectual shipwreck of radical contemporary neo- and neo-neo-pragmatisms” (p. 34). However, the central-
ity of the problem is expressed in the editorial note to the first issue of the journal Contemporary Pragmatism,
which precedes Haack’s survey: “A scholarly journal, like any intellectual enterprise, has meaning only inso-
far as it contributes to efforts to resolve some practical problem” [Shook and Ghiraldelli (2004, p. 2)]. This
understanding of the meaning of an intellectual enterprise is characteristic of pragmatism.

4 Utilitarians would criticize the notion of intrinsic value as confused thinking, along the following lines: to
say that something is good is to say that it does someone some good, so that intrinsic value — something that
is good regardless of whether it does anyone any good or not — is simply confusion. Nozick does not attempt
to refute this critique, nor shall we. For a related argument see Baron (1994) and my comments on it [McCain
(1994)].

5 Emphases in the original. Of course, the discussion of intrinsic value has a history of thousands of years, but
contains various concepts, many of them theological. In the interest of coherence, this essay relies specifically
on Nozick’s conceptualization.
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not even be a complete account of aesthetic value. It strongly suggests an Apollonian,
not a Dionysian beauty. Nietzsche (1871) writes “that in the Greek world there exists
a huge contrast, in origins and purposes, between visual (plastic) arts, the Apollonian,
and the non-visual art of music, the Dionysian”. For him the highest art arises from the
unification of these radical opposites, the Apollonian and Dionysian, unity in diversity
even in aesthetic principles. On the other side, value in Nozick’s sense needs not be
additive nor partible, even if it is measurable — and Nozick disavows any attempt to
measure it. Is something that is possibly unmeasurable, not additive and not partible,
really value? Partisans of the labor theory of value will have their doubts!

It should be observed that Nozick does not represent this as the last word on intrin-
sic value (nor does this essay). On the contrary, Nozick’s objective, as explained in
Philosophical Explanation (1981) and Invariances (2001), “is to open possibilities for
consideration, not to close them ... the reasons ... to support them are meant to launch
them for exploration, not to demonstrate that they are correct” [Nozick (2001, p. 3)].
The discussion of value in this essay is presented in the same exploratory spirit. On this
basis, what can we say about economic value? A human being is a remarkable unity of
a diversity of parts, tiny material parts and spiritual and mental parts, a thing of great
intrinsic value. And since the capacity to choose between alternatives is one important
function of such a creature, her choices derive a certain instrumental value as realiza-
tions of herself. This, then, is the basis of economic value, measurable by willingness
to pay (perhaps with adjustment for ability to pay), and as such, additive and partible.
The apparatus of economic theory, including preference systems and Pareto-optimality,
is well adapted to considering the choices of individual human beings without giving
distinction more to one than another; that is, to the analysis of economic value as it is
constructed here. But this would be only one sort of value, indicating the truth in the
idea that neoclassical economics is focused on economic values.

2.3. Cultural value

Human groups may also have their distinct value, that is, unity-in-diversity. Nozick ten-
tatively (p. 73) allows a loving couple as a novel unity with its own intrinsic value.
Larger groups with distinctive cultures, such as tribes and nations, probably have less
unity but much greater diversity, and so some degree of intrinsic value. Nozick (pp. 166—
168) relates meaning to value: “Value involves something’s being integrated within
its own boundaries, while meaning involves its having some connection beyond those
boundaries ... Meaning can be gained by linking with something of value”. Thus sym-
bols and practices that link the cultural group have meaning to that group, and by
enhancing its unity, enhance the intrinsic value of the group.

Klamer (1997) relates how windmills came to be identified with Dutch national cul-
ture, and how this change in the anthropological or popular culture of Dutch people
was associated with the rise of Dutch nationalism. He writes (1997, p. 82): “Whether a
windmill is exemplary of Dutch cultural heritage depends on the common values that
people share, on their culture” [Klamer (1997, p. 75)]. Accordingly, it seems appropriate
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to consider windmills as “cultural” goods, in some sense we have yet to define. Many
of the same things can be said about covered bridges in North America.

Some cultural economists and others have argued that no attempt should be made to
justify cultural policy by an appeal to “economic value” alone [Throsby (2001, pp. 31—
34 et seq.; 2003, p. 282)]. Throsby draws on concepts from economic development and
argues that investment in “cultural capital” may be necessary for the sustainability of a
culture [Throsby (2001, Chapter 3)]. But is this feasible? Ideas like investment and the
rate of return to cultural capital presuppose partibility and additivity, which, as we have
seen, cannot be assumed for intrinsic value.” Klamer (2003) adopts a pragmatic view,
drawing on the ideas of Dewey?® to indicate that there may be distinct realms of value.
But pragmatism per se takes the problems as being given, and so provides us with no
guidance as how to distinguish these different realms. By offering some such guidance,
and raising important questions about the applicability of arithmetic methods to cultural
value, Nozick’s intrinsic value conception may provide an important complement to the
pragmatist’s problem-orientation, and thus a basis for formal definition.

On this view, then, objects of art may have intrinsic value (as they successfully real-
ize a novel diversity-in-unity), cultural value (as symbols of some cultural unity), and
economic value (in that some individual is willing to pay for them). Objects that carry
cultural heritage may have cultural value and meaning as such. Cultural value may be
correlated with economic value only if some people prefer objects with cultural value to
objects that lack it. But having granted as much, what progress have we made toward a

6 Popular attitudes toward artifacts such as windmills and covered bridges can often be documented by
picture postcards; see McCain (2002b).

7 Throsby concedes that “a single measure is very difficult to specify, given the multi-dimensional nature
of cultural value” (2001, p. 84), but regards such a measure as theoretically possible and suggests that the
measure might be used in cost—benefit analysis (p. 83). The implication suggested here is that such a measure,
and such an exercise in cultural cost-benefit analysis, is impossible even in principle. Non-partibility means
that an object of cultural value cannot be treated as an aggregate of parts, so that marginal concepts are
inapplicable. This goes beyond indivisibility. Rose Tree Tavern is a historically important building near my
home, which has recently been moved a few hundred feet to allow a road-widening project. But the historic
significance of the building is not simply a sum of the structure and its site, so we may say that only the site
has been sacrificed. Rather, arguably, the building at its original site is simply a different cultural object, with
an incommensurably different cultural value, than the building at its new location. Similarly, that intrinsic
values are non-additive means both that the value of the Rose Tree Tavern cannot be considered as a sum of
the value of the structure and that of the site, and that future cultural benefits from its preservation cannot be
accumulated and discounted to present value to be considered as an offset against the cultural loss of moving
it from its original site (rather than demolishing it). On the other hand, recognition of the non-partibility and
non-additivity of cultural and some other intrinsic values gives us an answer to a neoclassical criticism. The
neoclassical criticism is that non-economic values must be reducible to economic values, since people do
in fact make choices that trade off one kind of value against another, and these tradeoffs give us the terms
of equivalence for the reduction. But this criticism too presumes that both kinds of values are partible and
additive and fails when we realize that cultural values do not have these arithmetic properties.

8 While pragmatism is also the philosophical standpoint of American Institutionalism, Klamer does not cite
the works of economists and philosophers such as Veblen, Ayers and Dugger who write in that tradition.
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definition of cultural goods? If the definition is to be helpful, it should allow us to make
some connection to recognized aspects of cultural goods. One widely recognized aspect
of cultural goods is the economic value of provenance.

2.4. Provenance

Consider the following conundrum. We suppose that two pictures are put on sale at
the same time: an authentic Rembrandt and a perfect duplicate of it. We suppose that
the duplicate has been created by means of the newly invented “Molecular Duplicat-
ing Device” (MDD) which places each molecule of the duplicate in the exact relative
position of a corresponding molecule of the original, so that the duplicate cannot be
distinguished from the original by any ordinary means. Common sense tells us that the
market value of the authentic picture will be much greater than that of the duplicate.
Indeed, something of the kind can occur in real life when the attribution of a work of
art to a famous artist is rediscovered. A Raphael, worth £8000 when it was thought
to be a copy, commanded an offer of £35,000,000 after its attribution to Raphael was
rediscovered and clarified [Spanier (2003); Jeromack (2002)]. A painting that had not
seemed worth selling when attributed to Jan van den Hoecke was estimated at about
£6,000,000, but sold for £49.5 million when reattributed to Rubens [Moncrieff (2002a,
2002b)]. Similarly, a Paul Revere silver porringer might sell for ten times the price of
a contemporary porringer of equally fine workmanship, because of “the patriot factor”.
What does the authentic picture or porringer have that the duplicate lacks? It is easy to
give a name to it: provenance.

People are willing to pay for items with provenance. In antiques markets, for exam-
ple, a weapon known to have been used in war will generally get a higher price than
an otherwise identical weapon that was never used in violence. This association of the
weapon with war is an objective historical fact, as is the association of the authentic
Rembrandt with the historic van Rijn. For a broad category of goods, including (but
not limited to) goods that we think of as cultural or artistic goods, as a matter of fact
the willingness of people to pay for them is dependent on their history. The Revere
porringer’s provenance makes it valuable partly because it is symbolic of the Ameri-
can struggle for independence; covered bridges are considered worthy of preservation
because they are symbolic of the idealized rural North America of the 19th century;
and windmills symbolic of a Netherlands in some similar idealized time. The porringer
may also have intrinsic value as a fine item of craft, but, as we have seen, the value of
provenance goes beyond that.

Tentatively, then, we define “cultural goods” as goods that carry cultural value, in that
they derive their meaning from the unity-in-diversity of some specific cultural group and
from the fact that they symbolize, through their provenance, the unity and distinctness
of that group.
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2.5. Artistic value

We have speculated with Nozick that artistic value is yet another distinct realm of in-
trinsic value. However, an art historian” writes, “I don’t think ‘unity in diversity’ is the
essence of value in art. For one thing, there are many things, like airplanes and comput-
ers, which are marvelous examples of unity in diversity, but they are not art, and even
if they have aesthetic value, that is not the same as the value that is in art”. This is a
useful but not a decisive counterargument. It has not been asserted that value as unity
in diversity is special to art, but the contrary, that it is the basis of intrinsic value in
non-art as well as artistic cases. That, however, leads to the question: what particular
unity-in-diversity may we associate with artistic value?

In fine craft, of course, unity of “form and function” may itself be a value. Similarly,
the unity-in-diversity of an airplane has much to do with its function as a flying ma-
chine, and is largely obvious on the basis of that function, while the unity-in-diversity
of the Greek Tragedy (on Nietzsche’s account) has little to do utilitarian function,'? and
is far from obvious on any basis. Mossetto (1993, p. 19) goes still further “The absence
of ‘interest’ or ‘aim’ is a permanent feature of aesthetic judgments ...” As an interim
conclusion we may say that while Nozick’s conceptualization of value allows us coher-
ently to assert a distinction between cultural and economic (and other) values, it does
not tell us under what circumstances unity-in-diversity defines artistic rather than other
sorts of values.

What can we now judge about the relation of artistic and cultural goods? In discus-
sions consistent with UNESCO’S official position, Throsby (2001, p. 4) conceptualizes
artistic goods as a subset of cultural goods and defines cultural goods by three character-
istics: that creativity is (especially) involved in their production, that “they are concerned
with the generation and communication of symbolic meaning”, and that they are poten-
tially intellectual property. However, in the perspective of this essay, this seems to go
too far. Goods that carry artistic value may also carry cultural value, so that the cate-
gories can have an important overlap, but it is clearly logically possible that goods may
carry one sort of value and not the other. Not all cultural goods are artistic: Klamer’s
windmills (and McCain’s covered bridges) may have involved no more creativity in
their production than does any engineering work, have acquired but did not generate
and are not “concerned with ... communication” of symbolic values, and are perfectly
ordinary property but not potentially intellectual property. Even some art works such as
sculptures can hardly be identified as potential intellectual property, although they can
be quite ordinary property. The Revere porringer may have been a highly creative prod-
uct at its origin, since Revere was a fine silversmith and a creative man, but its cultural
value has nothing to do with that, and it is ordinary, not intellectual property. A sword

9 Charles Morscheck, Drexel University, personal communication, 2003.

10 On the other hand, the social distinction of art from craft seems to encourage “artists” to avoid any interest
in either form or function. The late romantic idea that this devalues “pure” art relative to fine craft expresses
a particular aesthetic position consistent with, but not entailed by, Nozick’s conception of intrinsic value.
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that happens to have been used in combat in the American Civil War almost certainly
does not satisfy the first or the third of Throsby’s list and bears the same relation to
symbolic value as do the windmills and covered bridges. To an American it may be a
very important cultural good. On the other side, artistic goods are not of cultural value
in all cultures. Not all cultures value creativity as modern European-derived cultures do.
In some such cultures, High Culture may be identified with athletic prowess, or with the
faithful repetition of the tradition, rather than with creativity. In the face of these exam-
ples, it seems that the relationship of cultural and artistic goods is better represented by
a ballentine than a Venn diagram. Nevertheless, Throsby’s triad provides us with a key
point to refine our understanding of artistic value both in itself and in its overlap with
cultural value. For this we need a clear concept of creativity. That is the next task of the
essay.

3. Creativity
3.1. Simon on creativity

Creativity is two-sided. In Simon’s (2001) words “We judge thought to be creative when
it produces something that is both novel and interesting or valuable” (p. 208). In the
words of Amabile and Tighe (1993, p. 9), “... [M]ost researchers accept a conceptual
definition that includes two elements: novelty and appropriateness”. For Radford (2004,
p. 56), “In order to be creative it may be argued that it is insufficient to draw attention
to a dissonance or controversy, but rather the artist must offer a way of addressing it.
Jerome Bruner has said that the creative act should bring about a ‘shock of recognition’,
a sense that the act tells us something that we already half knew”. Bruner’s (1979)
“shock of recognition” points up the tension between these two aspects of creativity,
even at the definitional level.

The novelty and seeming freedom of creativity suggests that it is spontaneous, inde-
pendent of preparation. But that seems to be something of a romantic fallacy. As Cohen
(2002) writes: “If we survey the work of any major artist, we get the distinct impression
of someone who knew exactly what he or she was doing and knew exactly where he or
she was going. Mozart always sounds like Mozart. Matisse did not produce a Picasso on
Monday and a Mir6 on Thursday, he produced Matisses every day”. Moreover, “Mozart
began to compose at age four or five; until he was at least seventeen he composed no mu-
sic that, however remarkable for a youngster, could be regarded as world class” [Simon
(2001)]. Furthermore, “Most creators do not function in isolation from other creators,
but rather their creativity takes place within a particular artistic, scientific, or intellectual
discipline” [Simonton (2001)].

These facts are stressed by Simon in support of his interpretation of creativity. For Si-
mon, creativity is nothing more than expert problem solving. “In fact, we can describe
in considerable detail the fundamental processes that creative activities — in common
with other human mental activities — employ ...” (p. 205). “The memory of the expert,
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then, is like an indexed encyclopedia, where the index entries are recognizable patterns,
each of which points to a body of organized relevant knowledge ... The empirical ev-
idence suggests that a world-class expert has a quarter million or half million patterns,
with associated information, about the expert domain” (p. 207). On a widely-held alter-
native view, Ansburg and Hill (2003, p. 1143) argue that “Creative thinking produces
innovative solutions, whereas analytic thinking evaluates and tests existing ideas”.

3.2. Generative linguistics

There is another formal model that has been perhaps even more influential in the writing
on creativity. This is generative linguistics.'! The formal modeling of this sort of creativ-
ity begins with the work of Chomsky (1972). In Chomskian linguistics, “... a speaker’s
linguistic ability must be characterized in terms of a generative grammar, a system of
combinatorial rules or principles that ‘generate’ or ‘derive’ an infinite set of possible
sentences from a finite vocabulary” [Jackendoff (1999, p. 7)]. Thus, in generative lin-
guistics, we have an approach comprised of formal rules that are creative in that they
can generate an unlimited array of novel, grammatically valid expressions.

In accepting this view of linguistic creativity, we need not accept the idea that lin-
guistic expression is always creative. MacKenzie (2000, p. 173) is critical of Chomsky’s
minimalism: “Not unlike the oral-traditional poets of Homer’s day, we routinely rely on
a vast store of fixed, prepatterned phrases, which we use more often than we generate
locutions entirely from scratch”. Nevertheless, he goes on (p. 174): “Obviously, no one
would deny that there is [emphasis in the original] a generative element to language
acquisition, as it is this that enables us to be wholly novel and innovative, or more fre-
quently, to produce slightly novel and unexpected variations on familiar usage”. On this
synthetic view, expert behavior a la Simon facilitates, but is not sufficient for, linguistic
creativity, and the same point may be applied to creativity in general.

In recent years, formal generative linguistic models have been used in studies of
creativity in musical composition [Pearce and Wiggins (2002)], visual composition
[Stebbing (2004)], and creative computer programs [Cohen (2002)]. However, the more
established literature on creativity uses ideas from generative linguistics informally,
with “generative rules” as a key concept. Here, the work of Margaret Boden is widely
recognized as central. She writes (1991, p. 40): “A merely novel idea is one which can
be described and/or produced by the same set of generative rules as are other, famil-
iar ideas. A genuinely original, or creative, idea is one which cannot”. Thus, creative
expressions are expressions that change the rules (in more Chomskian language, that
change the surface structure)!? of the system. This key insight leads on to important

1 Yet another no less scientific approach is found in the broadly evolutionary view of Campbell and Simon-
ton; see Simonton (2001). While this view is valuable especially for its insights about the way that novelty
arises, it is less helpful in understanding novelty per se and thus is not used further in this discussion.

12 1 the words of Jackendoff (1999, p. 8) “The fact that the same semantic relation can be expressed by
different syntactic means (e.g., active and passive sentences) is a consequence of moving constituents in the
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conclusions for economics, especially for the study of the economics of the arts and
innovation.

While “... few theorists hold the strong position that a creative idea must be com-
pletely unique”,'> we may “... contrast between ‘little C’ creativity — the sort which
all of us evince in our daily lives — and ‘big C’ creativity — the kind of breakthrough
that occurs only occasionally” [Gardner (1993, p. 29)]. In the case of “big C” creativity,
novelty or innovation is particularly apparent. At the same time, the creative product
must be appropriate or adequate according to some external criterion. In music, for ex-
ample, there is “the need to compose music whose structure may be perceived by the
listener: there must be some kind of alignment between the compositional mechanisms
of the composer and the perceptual mechanisms of the listener” [Pearce and Wiggins
(2002, p. 4)]. “To a large degree such criteria are culturally determined; we do agree on
most issues, and it is rare for the work of a single individual to enforce a major shift
of criteria for the entire culture. At the same time, creative behavior must involve an
increasing differentiation, in whatever degree, of the individual’s criteria from those of
the culture at large” [Cohen (2002, p. 61)].

All the same, novelty and appropriateness are alike a matter of subjective judgment,
and the judgment is specific to a domain. “... creativity occurs in domains. That is,
a creative individual is never creative across the board. Rather, creative individuals dis-
play their creativity in disciplines or crafts; usually one domain, though occasionally,
as in the case of Leonardo da Vinci, in two or even three domains™!* [Gardner (1993,
p- 32)]. Thus, domain-relevant skill is first among the skill components required for
creativity [Amabile and Tighe (1993, pp. 14-15)]. Gardner goes further: “... a cre-
ative individual is one who regularly solves problems, fashions products, and/or poses
new questions in a domain in a way which is initially considered novel but which is
ultimately accepted in at least one cultural setting” (p. 32).

According to Boden, creative ideas are surprising. Gardner’s distinction of “big C”
and “little ¢” creativity corresponds roughly to Boden’s “P-creative” (psychologically
creative) and “H-creative” (historically creative) ideas. P-creative ideas “are fundamen-
tally novel with respect to the individual mind which had the idea. If Mary Smith has an

course of a syntactic derivation, creating a disparity between “Deep” and “Surface” structure ...” This is part
of Chomsky’s original view, and Jackendoff questions it, but some such hierarchy of rules is essential for
creativity studies, as we shall see.

13 Amabile and Tighe (1993, p. 7). They add that for their theory, a third characteristic is required: “the task
must have been heuristic for the individual, rather than algorithmic. That is, the task as presented must have
been somehow open-ended, with no clear and straightforward path to a single solution”. But this seems to be
another aspect of innovation.

14 Tndeed one of the prima facie exceptions, Herbert Simon, himself disavowed that he worked in multiple
realms. Citing a personal communication, Dasgupta (2003, p. 686) quotes Simon as follows: “... the ‘Re-
naissance Mind’ is not broader than other intelligent minds but happens to cover a narrow swathe across the
multi-dimensional space of knowledge that happens to cut across many disciplines which have divided up
the space in other ways. My own narrow swathe happens to be the process of human problem solving and
decision making, and almost everything I have done lies in that quite narrow band”.
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idea she could not have had before, her idea is P-creative — no matter how many people
have had the same idea already. The historical sense applies to ideas that are fundamen-
tally novel with respect to the whole of human history. Mary Smith’s surprising idea is
H-creative only if nobody ever had it before” [Boden (1991, p. 32)]. Both categories
of ideas are surprising in a deep sense. A parallel, but distinct, dichotomy distinguishes
exploratory from transformational creativity. “The process of generating ‘merely novel’
artifacts is described as exploratory creativity, while the generation of ‘genuinely orig-
inal’ artifacts is described as transformational creativity” [Pearce and Wiggins (2002)].
Once again, the latter category is surprising. “Where creativity is concerned, we have
to do with expectations not about probabilities, but about possibilities. Our surprise at
a creative idea recognizes that the world has turned out differently, not just from the
way we thought it would, but even from the way it could” [Boden (1991, pp. 30-31;
emphasis in the original)].

However, there seems to be an inconsistency here. In generative linguistics, the novel-
ties that occur are not themselves generative rules. Rather, the generative rules generate
novel utterances. Conversely, the generative rules themselves are universal, and so un-
changing — at least on any timeframe less than that of human evolution. Thus, Boden’s
formulation seems to contain an ambiguity: on the one hand, the generative rules make
creativity possible, but on the other hand, the creative product cannot be a result of
the previously existing generative rules. We might resolve it this way: the ambiguity
is between the production system (if-then rules as envisioned by Simon and MacKen-
zie) and the underlying generative rules. Objects of art (and technology and science)
are indeed outputs of a production or expert system of if—then rules. But this system of
if—then rules is not itself given for all time. Rather, it is a product of a system of gen-
erative rules which is capable of generating an unlimited number of potential if—then
rules. When Boden (1991, p. 40) says “A genuinely original, or creative, idea ... can-
not ... be described and/or produced by the same set of generative rules as are other,
familiar ideas”, she might instead have said that a genuinely original, or creative, idea
cannot be produced by the same set of if—then production system rules as are other, fa-
miliar ideas. Instead, it is the product of a new set of if—then rules, which are themselves
novel products of the unchanged underlying generative system. In any case, that will be
the position of this essay. Indeed, it is an extension to creative activity in general of
MacKenzie’s understanding of creativity in language.

The situation is probably still a little more complex. In addition to the fundamental
and unchanging system that generates novel if-then rules, and the if—then rules an expert
uses directly to create a new work of art or econometric model, there will be a middle
stratum of rules that are products and are also open as generative rules are, capable of
producing an unlimited range of if-then rules to handle specific circumstances. Most
likely the scientific method, theories of aesthetics, and engineering disciplines belong
to this middle stratum. When Boden speaks of generative rules, we should (I suggest)
interpret her comments as applicable not to the fundamental generative rules that do
not change, but to this middle stratum. In what follows I will use the broader term
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“subjective knowledge structures”!> to encompass all three. In any case, we will need
both (unchanging) generative rules and (changing and expanding) production systems
to understand creativity.

Boden’s formulation can serve to pull some of the threads of this discussion together.
The domain-relevant skill (Amabile and Tighe) or cultural setting (Gardner) required to
judge creativity supply the knowledge of pre-existing subjective knowledge structures.
The subjective knowledge structures themselves define the discipline or craft (Gardner)
in which creativity takes place. The necessary knowledge of the craft and its subjective
knowledge structures define the domain-relevant skills required of the creative person
herself (Amabile and Tighe). In some fields, such as the simpler technologies, the appro-
priateness of the creative product may be obvious — measurable, perhaps, by a change
in labor productivity [McCain (1981b)] — but in other cases judgments of appropri-
ateness are themselves products of the subjective knowledge structures shared by the
community skilled in the pre-existing domain. Indeed we may say that judgments of
appropriateness are themselves products of the rules.'® Note that the creative produc-
tion is impossible on the basis of the pre-existing subjective knowledge structures, so it
can only be that the creative act has given rise to new rules of production or of judging
appropriateness, or, perhaps in most cases, both. Thus, even in fields such as art, knowl-
edge is accumulative, and for this reason the H-creative act will influence subsequent
work.

Indeed it is H-creative because it influences further work. As McCain (1981b) ob-
serves, tradition and innovation are interdependent: we recognize the innovation in that
it contributes to the tradition. It is this historic association that gives the great work of
art its special provenance. As McCain also points out, there are many failed innovations
for every successful one, and there is no possibility of predicting which innovations will
succeed, since the subjective knowledge structures necessary to judge them do not exist
until after the successful innovation has been produced and recognized as such. This
leads naturally to the “nobody knows property” and the crucial role of intermediaries
and buffs with particular skill in the domain in markets for art [Caves (2000, p. 3 et
seq., p- 185)]. The knowledge of the intermediaries and buffs cannot eliminate, but does
reduce, uncertainty about the historic quality of an innovation.

3.3. Creativity in consumption

Turning now to consumers, we note that new works especially will not be successful
without interpretation. In Mosetto’s words, “Interpretation is characterized by the same
features of creativity ...” (1993, p. 73). For works of art, then, it is not only the artist
whose creativity is engaged. Being a spectator or consumer (interpreter) of art calls on

15 This precise phrase is due to Boulding (1956), but the term “knowledge structures” is widely used in
cognitive science; see, e.g., Mandler (1985), McCain (1992).

16 Formally, a rule for judging appropriateness takes a product as its argument and generates a judgment as
its dependent variable. This is the form of a linguistic generative rule.
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the skills and mental processes characteristic of the artist herself, though, to be sure,
in lesser ways. The creativity of the art consumer is P-creativity, not H-creativity, in
Boden’s terminology. Nevertheless, the creation and consumption of art links the artist
and the consumer in a unity of interrelated creative action. This sort of linkage through
a shared experience does not depend on just what this joint creativity of artist and in-
terpreter creates. The “what is created” may be an emotional mood, an arousal of the
senses [Shanahan et al. (1978, p. 16)], an image, a story, or all of those and more. It is
the linkage through shared creativity that counts.

This provides an answer to Bentham’s (1843) famous view that the game of push-
pin is of equal value with the arts and sciences of music and poetry. Art is about ideas,
doctrines, poetry, rhetoric and wisdom. It is about expression and affecting the emotions
of the viewer, reader or hearer.!” But many things that are not art are also about those
things. What makes the emotional mood or the wisdom art rather than something else is
that its full appreciation engages the consumer’s creativity in a joint act of creation with
the artist. This joint creativity defines a new unity-in-diversity, a new intrinsic value,
which I submit is the distinctive intrinsic value of art.!8

Thus, it seems that creativity is (pace Caves) the key aspect of artistic goods and ser-
vices. Further, cognitive-scientific study of creativity can both rationalize many aspects
of art markets and can explain the connection of important art products to provenance,
that is, the tendency of buyers to assign value to the item on the basis of its his-
torical associations. Tentatively, then, we define “artistic goods” as goods that carry
non-economic value, in that they create a novel unity-in-diversity by calling forth a
common creativity of the artist and the consumer of art.

4. Implications for consumers of art

Once again, if the proposed definitions are to meet Malthus’ criterion, they will under-
score the connections we expect to find with other phenomena in markets for art. In this
section we consider learning-by-consuming and artistic goods as stimulus goods and (in
a negative sense) intellectual property.

4.1. Learning-by-consuming

The domain-specific knowledge and skills necessary for creative consumption of art are
together known as “taste”, and are something not given but acquired. One cannot be a
productive consumer of creative work without at least some knowledge of the generative

17 Charles Morscheck, personal communication, cited above (Footnote 9).

18 Bryant and Throsby (2006) (Chapter 16 of this this volume) focus mainly on the conflict of interest between
the artist, who is assumed to value creativity, and the marketer. The conflict of interest would follow from the
“nobody knows” property as more experimental work is likely to fail and, even if successful, to appeal in the
marketplace to a narrower expert market. Thus their view would be consistent with the view sketched here.
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rules that produced it and determine its evaluation, and that knowledge is gained in
part by the experience of consuming the artistic product. Caves (2000, pp. 175-178)
observes that creative industries rely on tastes that are to some extent cultivated, and
cultivation of taste has been modeled in economics as “rational addiction”. As he notes,
the basic tools for such a model come from Stigler and Becker (1977), but as McCain
has argued, the Stigler—Becker model does not account for the observed multimodal
distribution of cultivation of taste without non-linearity and some other element, such
as bounded rationality, hysteresis, or some game-theoretic coordination failure.'

This idea lends itself to modeling in nearly conventional terms, if the cognitive details
are kept ruthlessly in the background. Let {x, y} be the quantities respectively of an
artistic and an ordinary good consumed in some particular market. Then let z = kx be
the “sensation” derived from consuming x units of the artistic good, and U = f(kx, y)
the utility function of a representative consumer. Then we let k= g(x, k), with g an
increasing function over at least part of its range and a decreasing function of k over at
least some part of its range. Positive values of g(x, k) correspond to ongoing cultivation
of taste.

This schema lends itself to the formulation of a dynamic optimization problem. The
variables x, y and k will then be functions of time and x, y are subject to an income
constraint. Let m be income, a function of time, and p, and py the prices of x and y,
respectively, which may be constants or functions of time. Then the problem is

T
Maxf f(kx,y)dt subjecttok = g(x,k)
0

and

T T
/ (pxx + pyy)dt < / mdt.
0 0

The solution to this problem would give a path of “rational addiction” to the arts. Over
this path, the rational agent trades off a rate of expenditure on the arts now (which might
not maximize instantaneous utility) against increased pleasure from the arts, at the same
cost, in the future [McCain (1981a)]. There could be multiple equilibria and initializa-
tion effects. For some agents who begin with relatively large “arts capital” k, perhaps
because of exposure to the arts in childhood, it might be optimal to become highly cul-
tivated, whereas for others who begin with lesser k, the optimal path would be one of
rational philistinism and minimal cultivation. This multiplicity of equilibria, depending
on initial conditions, could explain a bimodal distribution of degrees of cultivation of
taste, as agents tend (depending on their initial conditions) to cluster in the neighbor-
hoods of two or more distinct “basins of attraction” (to use the jargon of mathematical
dynamics). The welfare economic implications of such a schema do not seem to have
been investigated.

19 References for McCain are: (1) non-linearity [McCain (1979)]; (2) hysteresis [McCain (1981a)];
(3) bounded rationality [McCain (1995a, 1995b)]; (4) game theory [McCain (1986)].
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Another possibility, however, is that people are shortsighted, in that at each moment
of time they

T T T
Max/ f(kx,y)dr subjectto / pxX + pyydt < / mdt
0 0 0

ignoring the future benefits of cultivated tastes. In such a case cultivation of taste en-
ters the model as an externality as would be the case in a more conventional welfare
economic model [McCain (1979, 1982, 2002a); Stevens (1985)]. Moreover, this may
not be a failure of rationality, since there is a coordination problem among the agents.
Unless a sufficiently large proportion of them cultivate tastes for the arts, there will
not be enough demand for the arts to pay the fixed costs of an artistic infrastructure,
and in that case, those who do cultivate a taste for the arts may be worse off rather
than better off [McCain (1986)]. Moreover, real people are boundedly rational learners,
and computer simulations suggest that in a population of agents who learn by experi-
ence with bounded rationality, only a portion of the population becomes cultivated even
though the cultivated are unambiguously better off than the uncultivated. Furthermore,
the proportion and other details are highly sensitive to the initial conditions and random
disturbances of the simulation [McCain (1995a, 1995b)].

By keeping the value issues, creativity issues, and cognitive issues off the table, this
approach enables us to model the demand for arts in ways that are consistent both
with the importance of learned, domain-specific consumer knowledge (indicated by the
creativity approach) and with the economics of social behavior. Nevertheless these re-
flections do not contribute toward a definition of cultural or artistic goods, because the
role of cultivated taste is not limited to the economics of the arts. Indeed, McCain’s em-
pirical demonstration of it was a study of the demand for wine [McCain (1979)] and he
observes that Scotch whiskey is no less subject to cultivation of taste than wine or grand
opera. The same comments could be applied to sports and a wide range of hobbies. If we
were to define artistic or cultural goods simply as goods whose productive consumption
requires cultivation of taste, then we would be admitting whiskey and soccer as forms
of high culture! That will not do. However, our discussion of cultivation of taste does at
least extend our understanding of the role of creativity in markets.

4.2. Artistic goods as stimulus goods

Scitovsky (1972, 1976) has proposed an alternative economic psychology in which there
is an innate human need for stimulus. He suggests that individual decisions may be
biased away from stimulus goods, and artistic goods are seen as stimulus goods that
may be underconsumed. Scitovsky reasons that artistic goods are pattern-complex, so
that they are able to hold our attention on repeated exposure; but this same pattern-
complexity requires effort (and perhaps cultivation) that may deter individuals from
making the commitment necessary to meet their (hypothetical) need for stimulus. These
ideas are consistent with the literature on creativity, where domain-specific knowledge
of complicated generative rules (and, indeed, the consumer’s own creativity) is seen
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as necessary for full appreciation of the creative product. We can accept the idea that
artistic products are stimulus goods whether or not we endorse Scitovsky’s hypotheses
of an innate need for stimulus. It is also possible that Scitovsky’s approach can support
a model of market failure through asymmetric information?® [McCain (1980)]. Like
cultivation of taste, however, stimulus and engaging complexity are not unique to artistic
goods. Here again, sports and such games as bridge and chess share the fascination
Scitovsky attributes to art, and for many people politics, religion, and fighting are the
stimulus goods of choice. As with cultivation of taste, the discussion of stimulus goods
contributes to the definition of artistic goods in so far as it extends our understanding of
the implications of creativity.

4.3. Intellectual property

Many artistic goods may be copyrighted. However, many works may be copyrighted
that we would not ordinarily think of as artistic. Consider, for example, a textbook of
economics. Such a work is eligible for copyright if it is original in expression. I can say
from experience that some P-creativity is necessary to write a text; but if the text were
H-creative it would fail as a textbook. Indeed, the standard for eligibility for copyright
seems explicitly to allow work that is not H-creative, by contrast with the requirement
for patentability, which specifies that the invention to be patented must be an advance
on products already in existence. Artistic creativity then is at most a sufficient but not
a necessary condition for the work to be eligible for copyright. Like cultivation of taste
and stimulus, the importance of copyright in the artistic world follows from the key role
of creativity, but is not by itself definitional of artistic goods.

5. Conclusion

The ultimate justification for distinguishing artistic and cultural goods from other goods
is pragmatic. Problems of the artistic industries or of cultural sustainability may not be
adequately understood, and therefore not solved nor ameliorated, if artistic and cultural
goods cannot be adequately defined. But appeals to pragmatism are not conclusive.
Problem recognition is itself an aspect of creativity, dependent on domain-specific
knowledge, but reflective also of preferences and prejudices. Put otherwise, one per-
son’s problems may not be problems from the point of view of another. This chapter has
suggested a broader conception of value, that allows distinction among economic, cul-
tural, artistic and aesthetic values, and has proposed definitions of cultural and artistic
goods and services in terms of those categories of values. These concepts of value allow

20 But McCain’s (1980) model fails empirically in that it predicts a chronic shortage of artists, whereas the
evidence, as reported by Alper and Wassall (2006) in Chapter 23 of this volume, indicates that artists are
disproportionately affected by structural unemployment.
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us to recognize cultural value in artifacts that are symbolic of the diversity-in-unity of
particular cultural groups, and to recognize artistic value in the experience of shared
creativity on the part of the consumer and producer of art. This recognition leads us
to incorporate learning on creativity from cognitive science in cultural economics. This
chapter has reviewed the learning on creativity and given examples of its use as a tool
for the economic understanding of those industries. The hope that motivates this exer-
cise is the hope that reason may yet arbitrate our differences of opinion about culture,
art and public policy.
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Abstract

Artistic value played a minor role in classical philosophy, but moved to center stage
in 18th century aesthetic theory and also played a role in moral philosophy. The value
of Art and the process of its valuation has remained an indispensable subject of mod-
ern aesthetics, while economists have excluded these topics from consideration. Recent
attention to “external effects” has opened new ways of interpreting artistic value in
a manner consistent with economic theory. Sections 1-5 narrate historical positions
in both disciplines, many of which have left their imprint on current analysis. Sec-
tions 6-8 focus on the contemporary discussion of artistic values and their logic of
evaluation in economics and in aesthetics.
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1. Premodern theories

Both economic and aesthetic theory, in the most strict and technical sense, are a product
of modernity. Both theories have been very powerfully shaped by Greek philosophy,
particularly by the works of Plato and Aristotle. Therefore we must begin our study
with ancient theories of economics and aesthetics ‘avant la lettre’.

Plato (4277-347 BC) [see Plato (1997)] provides what is generally regarded as the
first substantial theory of art. Though the value of art and beauty are usually closely
related, Plato treats them very differently. Beauty plays an extremely positive role in
his philosophy, serving as an exemplar of the very highest level of the ideal Forms
and associated with truth and the good. Moreover, beauty is seen as the inspiration and
goal of philosophy itself. Plato’s Phaedrus characterizes beauty as the clearest, most
understandable Form and his Symposium describes the philosophical quest as an ascent
from the love of beautiful bodies to the love of beautiful deeds, discourses and thoughts,
and finally to a vision of Beauty itself from which the philosopher can give birth to the
beautiful.

In contrast, art — in our modern sense of the fine Arts — fares miserably. Plato’s Re-
public defines such arts in terms of “mimesis” (typically translated as imitation though
sometimes also as representation), while the general Greek term for art (techne) had a
much wider meaning, denoting any systematic skill or form of knowledge. Plato de-
nounces the mimetic arts, such as poetry, drama, painting and sculpture, as an imperfect
imitation of the forms of the phenomenal world, which for him are themselves but a
distorted imitation of the ideal rational Forms that constitute true reality. Art is thus
condemned both ontologically and epistemologically as an imitation of an imitation
that distorts the truth it pretends to present. Plato further condemns mimetic art on psy-
chological, ethical, and political grounds. By appealing to the lower, emotional part of
the soul and inciting it with passions, art disrupts the rational psychological order that
should prevail and thus corrupts character and leads to improper behavior. Since po-
litical order and justice are intimately interdependent with the order of proper moral
psychology, mimetic art — at least the popular genres criticized by Plato — represents a
grave political danger; the vivid depiction of war’s horrors and of love’s delights could,
for example, sway soldiers from their duties.

Plato never really considered art’s value on aesthetic grounds for to do so would
establish criteria that might give it more autonomy, and art’s autonomy and social pres-
tige were exactly what Plato wanted to undermine in order to establish the hegemony
of philosophy. This deprecatory strategy was useful because the nascent and still fragile
discipline of philosophy, in order to establish its authority, needed to struggle against the
cultural prestige of the artists, particularly the poets, who were recognized as reposito-
ries of ancient wisdom. Defining art as an imperfect imitation not only helped to demean
art but also to conceal the fact that Plato’s philosophy itself imitated many aspects of
art — the concern for rational form and coherence, the satisfactions of imagination and
contemplation of form, and the interpretation of the meaning of experience and events
[see Dewey (1987); Shusterman (1992)].
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Plato’s political philosophy includes a similarly detailed discussion of economic the-
ory and practice. The art of managing a household or the economic affairs of a city-state
ranks among the more highly valued theoretical arts.! Among the lower practical arts,
there are the skills of producing or building objects, the skills of applying them, and the
skills of acquiring them, either by conquest or by exchange. While all these skills are
necessary for the maintenance of the city-state, they do not contain much of the quality
of the ideal, divine Form. But, at least, they do not disrupt the political natural order.

Aristotle (384-322 BC), who had been Plato’s disciple for two decades, maintained
the Platonic notion of an ideal, divinely inspired state of human behavior and political
organization. With his works, the proportion between the different arts which make up
the city-state gained in prominence. All human action contributes to the realization of
that state of the community which corresponds to the divine and, thus, to natural order.
Ideal wisdom may be perfect self-reflection. But humans need a balance between theo-
retical (gnostiké) and practical (praktiké) wisdom. “Oikonomia”, the art of managing a
public household, qualifies as a theoretical art. Among the practical arts, there is a dis-
tinction between actions and occupations that generate some external result (poietiké)
and actions which employ these results. Only the latter are truly practical and ethical
because they have their end and value in themselves.

Aristotle recognized the Platonic distinction between the employment and the acqui-
sition of material objects. He transformed it in a way which remained paradigmatic for
the next two millennia: the “natural” use of objects is their immediate employment. The
“unnatural” use of objects is their exchange. Unnatural uses are legitimate for a com-
munity since resources are distributed unevenly throughout a territory. But since they
do not follow natural proportion, they are limitless, lead to excess and thus to disorder.
“Value in exchange”, then, is interpreted as a limit to the natural “values in use”. Beyond
that limit, the accumulation of treasure, measured in a money commodity, becomes an
end in itself. The lending of money sums against interest is an example of economic
activity with negative value.

If practical arts are exercised with virtue (areté), i.e. in accordance with the divine
laws of ethical and political order, they contribute to the well-being of the city-state. Yet,
they remain far from those activities which lead to immediate experiences of “eudai-
monia”, i.e. the ability of humans to make their souls the receptacle of divine wisdom.
In the case of the Arts (in the modern sense), the judgment is more favorable. In general,
the “katharsis” induced by them is valuable for both the individual and society, because
it allows such negative emotions as pity and fear to be stirred up and then expurgated
within the protected context of art’s experience rather than having them spill over into
real life where they could wreak psychological, ethical, social, and political havoc. If
art’s most obvious, general, and traditionally affirmed values can be summed up un-
der the categories of pleasure and use, Plato recognized the pleasures but deemed them

! The term “techné” is used for any skill, be it technical, artistic or theoretical. The arts as discussed above —
tragedy, music, sculpture — are dealt with as phenomena sui generis.
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base and corruptively dangerous, just as he argued that art had negative utility in the
cognitive, psychological, ethical, and socio-political spheres, while Aristotle defended
the legitimacy of art’s pleasures and their positive value.

Beyond catharsis, Aristotle argued for both the cognitive value of mimesis and the
psychological, ethical, and social value of art’s emotional arousal. Claiming that imi-
tation was a natural and primary means of human learning and also a natural source
of human delight, he further argued that art had important cognitive value because it
imitated the essential and universal rather than mere contingent superficialities. That
is why he described poetry as being more philosophical than history (Poetics, 1448b,
1151b) [see Aristotle (1947)]. He singles out music as a core discipline of education.
Music, moreover, generates images (homdioma) that come close to “true nature” and
thus succeeds in moving the soul (Politics, 1340a). Therefore, music is an activity
which is able to combine banal pleasure with blissful happiness, a feeling of a higher
order.

Aristotle’s explicitly introduced formalistic or compositional principles for the analy-
sis and evaluation of artworks, most notably for works of tragedy. More than merely
advocating a general idea of organic unity (the need for a satisfying whole to “present
a certain order in its arrangements of parts” and be of an appropriate “magnitude’),
Aristotle’s compositional principles refer to the various elements that form the artwork,
classifying them in terms of whether these elements pertain to the object represented
(plot, character, thought), the means of representation (diction and melody), or the man-
ner of representation (spectacle and narrative versus dramatic role playing) (Poetics,
1447a-1450b). These elements are differentially valued. For example, in tragedy, the
element of plot is clearly asserted as the most important. The different elements can be
used to evaluate different genres. Tragedy is valued as nobler than comedy since tragedy
represents nobler plots and characters and has consequently less vulgar diction as well.
Aristotle evaluated tragedy as a higher mimetic form than the epic, which also had no-
bility of action, plot, and diction, because it had more positive elements, such as music
and spectacle, as well as more unity through its narrower focus or scope. More impor-
tant than any specific list of formal elements and their evaluative import was, in the long
run, Aristotle’s suggestion that there exist criteria for evaluating art in terms of its for-
mal composition and that they are not reducible to ontology, epistemology, psychology,
morality, or politics. The belief in such criteria — significantly linked to properties of
form, expression, and quality — played an important role in the modern theories of the
aesthetic that began to be formulated in the late 17th century.?

Despite the recognition of the values of poetry, music and tragedy, Aristotle continued
the Platonic strategy of subordinating art to philosophy. Although art affords pleasure
through cognition, philosophy’s truths and pleasures are clearly asserted as superior and

ZA prominent example for a frequent practice in the period is Roger de Piles (1635-1709) who suggested
in his Cours de Peinture par Principes (1709) to decompose paintings into four fundamental characteristics
and rate them each on a scale between zero and twenty [de Piles (1743)]. See Ginsburgh and Weyers (2003)
and De Marchi (2006).
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more rewarding, its contemplative activity of “theoria” being the “summum bonum” of
human life. Just as the theory of catharsis emphasized that art’s passions are aroused in a
special artworld context so that they can be harmlessly purged without harming real-life
character or society, so Aristotle’s continued to interpret art as “poiesis” as contrasted
with “praxis”. Thus, he further isolated art from the sphere of ethics and social and po-
litical practice. Art as “poiesis” means external making, the creation of objects outside
the self. The end and value of the making is in the objects made. In contrast, praxis or
ethical action have their ends and values in themselves and in their agents. They both
derive from the agent’s character and reciprocally help shape it (Nichomachean Ethics,
1140a1-1140b25).

2. Artin early subjectivist theories

Two thousand years later, the terminology of philosophical thought was essentially the
same. But the interpretation of the basic assumptions had changed radically. In ancient
philosophical theories, properties of value like beauty or utility were conceived as ob-
jectively inhering in the objects of which they were predicated. Beauty and utility were
considered real properties of things rather than a transactional product that essentially
depended on the subjective experience of the beholder. This so-called “realist” view of
value continued to be used in medieval and Renaissance philosophies of beauty and
of states craft. Earlier works were based on Aristotelian thought, while later texts em-
phasize abstract measurement, following the rediscovery of Plato’s treatises in Western
Europe. Since about 1500, the “nominalist” counter current of Humanist thought began
to question the objective existence of ideal Forms, culminating in the strictly empiri-
cist epistemology of John Locke (1632—-1704). According to Locke, the mind is a clean
slate which is filled with the sensory impressions of the outside world. This is in con-
trast to Descartes (1596—1650) who, inspired by the scientific advances of Galileo and
others, reinterpreted the material world and its objects in essentially physical terms of
mathematically measurable extension as could be mathematically measured. As such
measurable physical properties became the paradigm of the real, sensory properties such
as color, taste, and texture came to be regarded as secondary, less objective properties,
while aesthetic properties seemed even more subjective.

Such was the intellectual setting in which a specific theory of taste as an explanation
of aesthetic value and a specific theory of self-interest as an explanation of economic
value emerged.

For aesthetic theory, Anthony Ashley Cooper, 3rd Earl of Shaftesbury (1671-1713),
a student of Locke, was a pivotal figure. As part of his generally Platonic stance, he
held a realist theory of beauty. But his Lockean convictions about cognition led him
to advance the idea of a special faculty of taste that made moral judgments and aes-
thetic judgments by respectively discerning the Forms of Good and Beauty. This special
mental attitude allows man to properly grasp and appreciate beauty in a disinterested
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manner, without the desire to possess or control it. We should not, for example, in con-
templating the beauty of a human form allow erotic interest to intervene, since such
“desires, wishes, and hopes ... are ... no way suitable ... to your rational and refined
contemplation of beauty” [Shaftesbury (1711/1964, p. 126)]. It follows that a connois-
seur desirous of acquiring a beautiful painting does not have the right attitude to properly
judge its beauty. Shaftesbury’s notion of disinterestedness, in the versions developed by
Kant and Schopenhauer, became one of the most influential ideas of modern aesthet-
ics.

The concept of taste had also undergone a switch from external, realist meaning —
as in the taste or manner of an artist or a style-period — to the internal, subjectivist
meaning of taste as a sensory or perceptual competence. As an individual skill, taste
could be conceived as something that is brought to excellence by one class, namely
Shaftesbury’s own class of landed gentry. The members of this class had the means
to develop their sense of taste for the beautiful. More importantly, they fulfilled one
condition which practitioners of all trades and other commercial occupations did not
fulfill: they could afford disinterested contemplation. Shaftesbury’s firm Platonic asser-
tion of art’s value, and beauty in general, continued to resist the increasingly empiricist
tendencies of British thought.3

Early modern economic thought was already deeply suspicious of such hierarchical
constructions. Economic pamphlets were published in immediate response to Shaftes-
bury’s aesthetic theory. Prime example is Bernard Mandeville’s (1670-1733) Fable
of the Bees: Or, Private Vices, Publick Benefits [Mandeville (1714/1988)], where the
model of a state in which everyone consumes in appropriate measure, thus increasing
the total volume of blissful happiness experienced in contemplating “real” beauty or
moral action is rejected and replaced with a model in which all individuals seek to max-
imize their pleasures without regard to virtue, and yet the state prospers and grows, as
does a bee-hive, filled with creatures that lack the slightest idea of virtue. Nineteen years
later, Mandeville (1670-1733) published a second volume called Fable of the Bees, in
which he continued his attack on Shaftesburian theory, this time in immediate aesthetic
terms. The volume contains six conversations between three spectators of paintings of

3 Shaftesbury was also responsible for introducing to British aesthetic theory the evaluative property of
sublimity, first developed by an ancient unknown author (thought to have lived in the first century A.D.)
who is known as Longinus [Longinus (1992)]. Shaftesbury regards the sublime as a kind of beauty, but later
theorists, treated the sublime as an alternative value to beauty and in some ways more powerful or higher than
it. Burke (1998) regards the sublime as “the strongest emotion which the mind is capable of feeling” because
it is based on the “passions which concern self-preservation” (pp. 86, 97), while Kant describes it as “arising
from a higher intellectual feeling” than the beautiful (p. 33).

Edmund Burke (1729-1797), who rejects the doctrine of a distinct internal faculty of taste, explains our
judgments of taste through our ordinary sensory and mental capacities and in terms of our experiences of
pleasure and pain. Burke (1757/1998) distinguishes between positive pleasure which engenders the feeling of
beauty and the pleasure of delight (deriving from the removal of pain or danger, i.e., the threat of pain) which
inspires the experience of the sublime. In contrast to Shaftesbury and later idealist aestheticians, Burke has a
distinctly embodied approach to aesthetic value.
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Christ’s birth. They discuss the merits of works done in Italian and in Dutch style, and
they do so in a way which discredits the Shaftesburian valuation of features that cater to
artificial taste and which favors the valuation of features that render sensory impressions
and thus cater to common sense.*

Mandeville was able to make contributions to an emerging political economy as well
as to an emerging aesthetic philosophy, but that accomplishment is outdistanced by
the works of David Hume (1711-1776). Hume’s Political Discourses [Hume (1752)]
contain essays with significant contributions to theoretical economics, most notably Of
Money, Of Interest, Of Commerce and Of the Balance of Trade. At the same time,
Hume’s Of the Standard of Taste [Hume (1757/1963)] provides the most important
British text on the evaluation of art.

Hume aimed to determine an objective standard for what he regards as the clearly
subjective judgment of taste, which as a judgment of “sentiment” rather than “fact”
admits of no objectively “true and decisive standard”, even if there are objective prop-
erties in artworks that tend to elicit taste’s sentiments. “Beauty is no quality in things
themselves; it exists merely in the mind which contemplates them” (p. 234). While
Hume recognized the diversity of evaluative judgments, he insisted, on the other hand,
that some judgments (e.g., Milton’s superiority to Ogilby) are undeniably true and that
some individuals are better than others at evaluating art. Hume’s strategy for defining a
standard of taste is to link judgments of taste to judgments which do have a determinate
standard “in real existence and matter of fact”, and his crucial device for this linkage
is the consensus of good critics — “arbiters acknowledged by universal assent to have a
preference above others” [Hume (1963, p. 248)]. The standard of taste for establishing
the value of an artwork is thus determined by the consensus of sentiment of good critics
regarding that work, and, for Hume, the questions of who these critics are and what
qualities they must have “are questions of fact, not of sentiment”.

The five requisites Hume lists for good critics are “delicacy of imagination” (essen-
tially a matter of perceptual acuity and sensibility to fine discriminations), “practice in
appreciating good artworks”, “experience in their comparative assessment”, a “mind
free from all prejudice”, and “good sense” (pp. 239-246). Hume’s evaluative theory
reflects the liberal dilemma of wanting to guarantee both freedom of taste and an
authoritative standard to ensure cultural coherence and stability [Shusterman (2002,
pp- 93—-107)]. Personal freedom of sentiment in evaluation is at least preserved in one’s
free decision to submit one’s judgment to the authoritative standard set by those recog-
nized as superior judges, the good critics. The parallel of this solution to the political
solution of representative democracy with only a partial franchisement of the electorate,
which was the political system of Hume’s Britain, should be obvious.

Given the empiricist and subjectivist premises of Hume’s philosophy, a remarkable
similarity between aesthetic and economic valuation comes to light. As Schumpeter
(1883-1953) has noted, the aesthetic theory in question can be seen to explain the ob-
jective fact that a work of art is considered as “beautiful” by the subjective valuations

4 See Solkin (1993, pp. 13-19).
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of the members of a given social group, much as the “analogous economic theory” ex-
plains the fact of market prices by subjective valuations of the individuals participating
in a market: “In both cases subjective valuation creates the objective value” [Schumpeter
(1954, p. 127)].

A third figure of transition is Francis Hutcheson (1694—1746). His early fame was
based on An Inquiry into the Origin of our Ideas of Beauty and Virtue [Hutcheson
(1725/1971)]. His main work, A System of Moral Philosophy, appeared posthumously in
Hutcheson (1755/2005). Hutcheson picked up where Shaftesbury had left off.> Shaftes-
bury had been able to turn the ancient Platonic notion harmony and equilibrium of the
soul into a modern, Christian notion of benevolent love. The principal virtue in man‘s
dealing with others is no longer justice and temperance but benevolence. Thus, “the
motive of benevolence becomes the key to goodness” [Taylor (1989, p. 258)].

Hutcheson proposed that society is held together by two “moral principles”, namely
“moral sense” and “self-love”. Two sentiments, benevolence towards others and self-
interest, correspond to the two principles. They compete with one another and constitute
an equilibrium. Furthermore, they form a hierarchy: moral sense generates more inten-
sive pleasure than self-love. Hutcheson’s construct of “moral principles” bridges the gap
between the two widely distinct sensations of blissful happiness and common pleasure.
Benevolence is motivated through religion and thus linked to God. Through benev-
olence, “we participate in god’s plan through re-engagement” [Taylor (1989, p. 265)].
Such participation can take the traditional form of philosophical contemplation, but also
the form of aesthetic contemplation.

Benevolence competes with self-love as a source of pleasure. Thus, in the final
analysis, self-love does not differ from benevolence in its basic ability to contribute
to pleasure (or happiness). To exemplify the operation of the moral sentiment of plea-
sure, the valuation of art is invoked: beauty is an expression of divine order. Beauty,
just as virtue, triggers a particular sensation of joy or bliss, different from the everyday
pleasure reached by the satisfaction of self-love. Thus, the subjectivist notion of taste
connects with the sentiment of benevolence.

Hutcheson deploys the idea of taste, which he ascribes to a specific internal sense of
beauty, in a thoroughly empiricist fashion. Beauty is not inherently in the object through
its participation in a Platonic Form, it instead resides in the empirical experience of a
subject’s mind: it is an “idea rais’d in us” [Hutcheson (1726/1971, p. 7)], an experienced
feeling of pleasure that is caused by properties of a contemplated object and that arises
in an essentially passive, automatic reaction just as our external senses automatically
generate ideas in us from the properties they perceive. The appreciation of beauty thus
requires no specially acquired knowledge or attitude, and, since it is grounded wholly
in our shared internal sense of beauty and shared sensory faculties, our judgments of
beauty should be shared. This means that though beauty is subjective in the sense of

5 In fact, the subtitle to his Inquiry reads: ... in which the Principles of the late Earl of Shaftesbury are
Explain’d and Defended, against the Author of the Fable of the Bees”.
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existing in subjective experience, it can be objective in the sense of being widely shared
rather than individualistic. For Hutcheson, the valuable triggering property of our ex-
perience of beauty is unity in variety, and he explains different judgments of taste in
terms of differences or defects in people’s sensory acuity and in terms of association of
ideas that can distract an individual from what the object actually presents to his or her
internal sense of beauty.

Self-love does not differ from benevolence in its basic ability to contribute to plea-
sure. In Hutcheson’s A System of Moral Philosophy [Hutcheson (1755/2005)], the “pub-
lick good” of society is attained as the sum of the pleasures attained by the members
of the society. Given these conditions, it is the duty of a government to promote the
common good with the aim of creating the greatest happiness for the greatest number.°

Individual ethical action takes a surprising turn in Hutcheson’s interpretation: costly
and beautiful commodities lay the grounds for a sense of community by stimulating the
same feelings in others. By proposing aesthetic delight as the central force responsible
for social cohesion, Hutcheson found a way of defending luxury, or any other kind
of conspicuous consumption: it is not vice but the Ideas “of Friendship, of Love, of
communicating Pleasure to others” which motivate such expenses and thus contribute
to the public good [Solkin (1993, p. 83)].

The next generation of authors was not engaged in both strands of theory anymore.
The “separation at birth” [Guillory (1993, p. 303)] had taken place. Both economic
and aesthetic theory continued to assume a strictly subjectivist epistemology, but eco-
nomic theory focused on self-interested action while aesthetic theory focused in its
complement, disinterested contemplation. The process of separation can be observed
particularly well on the side of economic theory. We have the unusual case of two the-
ories, written by one author within the time span of two decades.

Adam Smith (1723-1790), student of Hutcheson and successor to his chair in Glas-
gow, published his Theory of Moral Sentiments [Smith (1759/1982)] in 1759. Following
Hutcheson as well as Hume, two basic human propensities are assumed: “fellow-
feeling” and “self-love”. Man’s disposition for sympathy comes under strict subjectivist
scrutiny. Humans are limited to their own impressions and imaginations in feeling the
distress or the happiness of their fellows. Mutual sympathy is a result of mutual inacces-
sibility. Humans also need to gain sympathy from others. The rules of propriety grow
out of the need for mutual respect. Moreover, the need to secure an adequate measure
of fellow-feeling in others is interpreted as a major motive of individual action [Agnew
(1986, pp. 177-181)].

Self-love leads to pleasure in activities that are immediately useful for oneself. Smith
identifies — as he believes, for the first time — a kind of pleasure that is distinct from
mere physical satisfaction. Such pleasure is associated with the principles of beauty

6 Hutcheson proposes mathematical formulae with which to calculate this quantity, but omits these in the
fourth edition of Inquiry [Hutcheson (1738/1971)] because, as he states in the preface, “they have proved to
be useless”.
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and elegance. Beauty and elegance, in turn, are gained through form and color on the
level of perception, and through variety, fitness and imitation on a higher level of inter-
pretation. Fitness, for instance, leads to an aesthetic appeal in objects of ingenuity and
utility. The source of additional value lies in the degree of an object’s fitness for the
divine plan which is manifest in every natural and social event. Fitness reflects “the reg-
ular and harmonious movement of the system, the machine or oeconomy by which it is
produced” (p. 183). Objects that display such values of form or design “strike the imag-
ination as something grand and beautiful and noble” (p. 183), and that is what makes
them precious. Imitation generates the pleasure of beauty in a similar manner. Smith
notes that we experience amazement in seeing an object of one kind represent an object
of a different kind. Such imitation requires artifice, ingenuity and imagination. He cites
the example of a Dutch still life which is valued more highly than the carpet which is
represented in the painting.”

The additional value thus identified plays a central role in explaining the force which
drives the economic process: according to Smith, the rich “select from the heap what is
most precious and agreable” (p.184). In order to attain the grand, beautiful and noble
objects which will secure them the attention and approbation of their fellows, they not
only employ those who labor to provide the means for such purchases, they also make
improvements in the production processes in order to increase their own buying power.
The increase in productivity leads to further growth. The quest for beauty is turned into
an explanation of wealth [Guillory (1993, p. 312)].

Seventeen years later, Smith published his second model of explanation, An In-
quiry into the Nature and Causes of the Wealth of Nations [Smith (1776/1976)]. In
the meantime, he had been exposed to another explanation for fueling the machine of
commerce: Physiocratic French authors like Francois Quesnay (1694—1774) and Anne
Robert Jacques Turgot (1727-1781) assumed that the produce of nature, standardizable
in units of “wheat”, constitutes the primary, external source of an economy’s wealth.
Smith adopted the approach of using the measurability of production input factors to
establish a firm link with market value. But he extended the source of value beyond the
“produce of land” and ultimately shifted it to human labor. Labor is a factor whose ex-
ternal nature remains ambiguous. It consists in the observable exertion of human force
for periods of time, but it also consists in the mental opposite of pleasure, namely pain.
Labor thus fulfills four requirements: it is, at least in principle, measurable, it legit-
imizes property, its “toil and trouble” mirror the pleasure enjoyed in consumption, and
it contains a moral quality because work is a virtue. Smith has not abandoned his older
belief in the propriety of a society founded on sympathy, but he has identified a separate
realm, the realm of commercial society. Commercial society is organized around the
valuations of the market. The quantity of labor is an “analogue of the standard of taste,
a standard which is both transcendent and immanent” [Caygill (1989, p. 95)]. This ab-
solute standard is exposed to the fluctuations of market valuation. The notions of “real”

7 See Berg (2002) and De Marchi and Van Migroet (1999).
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and “nominal” price correspond to the distinction between the impartial spectator and
the sum of empirical spectators already proposed in the Theory of Moral Sentiments.
The gravity of “natural price” corresponds to Hume’s “mark of conformity”.® The sep-
aration of the aesthetic and the economic realm is completed, but the mode of analyzing
the latter is still shaped by the mode developed for the former.

The literature of classical English economic theory that followed Smith did not retain
the ambivalent connotations of Smithian labor, and the references to a society connected
by mutual attention and attraction. The idea of differently valued kinds of pleasure is
abandoned. New value is generated on the production side by harvesting a life-form,
while the demand side of the market is assumed to remain basically passive. David
Ricardo’s (1772-1823) Principles of Political Economy and Taxation [Ricardo (1817)]
completed the formulation of a theory that was based on the absolute value of human
labor. Ricardo explicitly excluded objects like “rare statues and pictures, scarce books
and coins, wines of a peculiar quality” whose value depends solely on “the varying
wealth and inclination of those who are desirous to possess them” (1973, p. 6).

In aesthetic philosophy, the positions of Hume and Immanuel Kant (1724—-1804)
mark the shift from empirical subjectivism towards analytical idealism. Kant responded
to Hume’s empiricist skepticism that held there are no objective truths beyond the con-
sensus of one’s fellows and that most values are held not rationally but because of habit
or custom. He split the perception of phenomena into two levels: on a secondary level,
sensations caused by the object are perceived. On a primary level, our subjective appa-
ratus, the mind, is capable of ordering the perceived phenomenon in certain relations.
Space and time are such “forms of intuition” (Formen der Anschauung), and so are 12
priori concepts. These forms cannot exist apart from human experience because they
take place in the minds of the individual in a society. But, under favorable conditions,
they can be recognized among members in the society, leading to “subjective univer-
sality”. Judgments of taste provide a particularly good example of universal consent
because they take place under conditions of disinterestedness, unperturbed by the dis-
tortions of profit and desire.

Kant’s aesthetic theory is worthy of especially extended attention, not only because
it has been historically so influential but also because it remains the dominant orienta-
tion (for better and for worse) of most contemporary philosophy of art. Kant’s pivotal
position derives in part from the way he builds on insights from both the empiricist
British philosophers and the rationalist continental philosophers that preceded him. He
develops ideas of disinterestedness, sublimity, and correctness of taste that Shaftesbury,
Burke, and Hume brought to the fore, but he also builds on the rationalist tradition of
Leibniz (1616-1716), as applied to aesthetics by Alexander Baumgarten (1714—-1762)
who coined the term “aesthetics” and essentially founded it as a distinct philosophical
“subdiscipline”.

Alexander Baumgarten (1714-1762), a disciple of Leibniz and Wolff (1679-1754),
defined it in very broad terms as a science of sensory perception that would parallel

8 See Caygill (1989, pp. 85-97).
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logic’s science of conceptual thought: “Aesthetics (as the theory of the liberal arts,
the science of lower cognition, the art of beautiful thinking, and the art of analogical
thought) is the science of sensory cognition”. “The end of aesthetics”, he continues, “is
the perfection of sensory cognition as such, this implying beauty” [Baumgarten (1750-
1758, §§1, 14)]. Artworks, as objects purposefully and carefully crafted to achieve
beauty — which was associated at that time with harmonious, rationally proportioned
form — seem paradigmatically suitable for sensory cognition. This general meaning of
aesthetics as the theory of sensible cognition as well as the narrower study of beauty,
sublimity, and arts remains saliently present in Kant. Much later, aesthetics became
restricted to its contemporary meaning as the philosophy of art, beauty and related aes-
thetic concepts.

Kant’s Theory of Aesthetic Judgment [Kant (1790/1986)] provides a solution to the
evaluative problem of holding that aesthetic judgments are essentially subjective yet
nonetheless can command, in a necessary way, universal assent. “The judgment of taste
... denotes nothing in the object, but is a feeling [of pleasure or displeasure] which the
Subject has of itself and of the manner in which it is affected by the representation”
of the judged object (1986, pp. 41-42). Yet such judgment displays “the necessity” of
“universal assent like an objective principle” (pp. 41-42, 84-85). Rather than rely on a
group of good critics, Kant argues that anyone can in principle perform an accurate pure
aesthetic judgment by exercising the proper aesthetic attitude. This attitude requires
disinterestedness, which Kant (p. 43) describes as “indifference” or lack of concern for
“the real existence of the thing” judged. For example, we should not care whether we
are observing a real landscape or a mere illusory appearance of one. Aesthetic pleasure
is thus distinguished from pleasure in the good and in the agreeable because these latter
involve interest and desire. A pure aesthetic judgment also requires refraining from the
use of concepts and functionality as determining grounds for one’s evaluation. Instead
one’s attention should be directed exclusively to the form of the aesthetic object in terms
of its presentation of finality, without regard to any function.

Pure aesthetic judgments are always particular and cannot be rule governed. This is
why Kant treats aesthetics as critique rather than science: a science needs to introduce
general concepts, while a critique leaves the determining ground of the judgment to
the pleasure of the subject who contemplates — with the proper attitude — the object
of taste. Diverse concepts and interests can lead to disagreement in judgments of taste,
but if we detach our perception from concepts and interests, we can affirm that pure
aesthetic judgments claim a necessary “subjective universality” since they rely on the
“mere nature” of “the Subject’s faculties” that is shared by all humans (pp. 51, 212-
223). Kant argues that when properly contemplating the form of a good aesthetic object
without concepts or interests and without any regard to “charm or emotion” (p. 64), any
person should necessarily get pleasure from the enjoyable “free play” (pp. 86, 88) of
the cognitive faculties, in which one’s imaginative experience freely con-forms (through
form) to the rationality of the understanding without being “forced” to conform in terms
of a specific prescribed concept of understanding.
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Kant’s model objects for pure aesthetic judgment belong to nature whose beauty
and sublimity he valued higher than art. Judgments of taste regarding art cannot be
absolutely pure and free from concepts, since they always involve the concept of art
(pp- 34, 166-167). To properly judge a landscape painting we need to consider it as an
artwork and not simply as the appearance of landscape. The introduction of conceptual
knowledge for art means that we can also no longer expect universal convergence, since
some individuals might lack the requisite knowledge. Kant held the appreciation of na-
ture to be also morally more beneficial, because art, unless “brought into combination
with moral ideas”, tends to degenerate into mere “diversion” that “renders the soul dull
and the mind dissatisfied with itself” (p. 191).

Kant also ranked the different arts, unequivocally giving poetry the highest place by
all important criteria. When considered with respect to “charm and mental stimulation”,
music would rank next. But Kant goes on to argue that music’s value is much dimin-
ished when “we estimate the fine arts by the culture they supply to the mind”. Here,
“since it plays merely with sensations”, music has the lowest place among the fine arts
(pp. 193-195). The formative or plastic arts, with painting judged foremost among them
because of its formal and ideational power, thus can ultimately be ranked higher than
music because they not only please but promote “the urbanity of the higher powers
of cognition”. Moreover, “music has a certain lack of urbanity” because “its intrusive
loudness forces itself on free subjects who would prefer not to hear it” (pp. 194-196).

Though Kant seemed to give primacy to the aesthetic experience of nature — both
beautiful and sublime — over art, he nonetheless had a very high regard for fine art,
whose creation, he insisted, “needs genius”, an ability to create something original and
exemplary rather than merely producing something mechanically according to a given
rule (p. 172). A true work of fine art, he explains, requires “Soul (Geist) in an aesthetical
sense, [which] signifies the animating principle in the mind [... and] this principle is
nothing else than the faculty of presenting aesthetic ideas”. Kant defines an aesthetic
idea as a “representation of the imagination which induces much thought, yet without
the possibility of any definite thought whatever, i.e. “concept”, being adequate to it, and
which language, consequently, can never get quite on level terms with or render com-
pletely intelligible” (pp. 175-176). Kant’s account of art as requiring the creativity of
genius whose aesthetic ideas resisted conceptual formulation yet stirred up deep and
fruitful thought was very influential to the romantic movement and contributed to ele-
vating the status of the artist and his work. Art and artist were regarded as belonging
to a realm of genius and value that transcended conceptual definition and could not be
reduced numerical reckonings.

The Kantian world of aesthetic philosophy is already far away from the Smithian
world of political economy. Kant perceived order in the immutable intuitions and con-
cepts that govern the perceptions and thus the actions of all members of society. Smith
perceived an additional kind of order in commercial society, where the consensus of
evaluating participants leads to the measurable result of prices. Kant bypassed the
transitory and accidental level of commercial activity to reach the level of common
understanding, Smith added the organizing power of the market to explain the coordi-
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nation of those who follow their separate and antagonistic interests. Both of them treated
beauty as a special source of pleasure, but Smith accorded little attention to artworks in
Wealth of Nations, and Kant considered natural beauty and sublimity in important ways
superior.

Since the beginning of the 19th century, aesthetic philosophy and political economy
have moved along different paths. The separation of the narratives in the following
sections reflects that separation.

3. Artin 19th century economics and aesthetics

The dominating current in political economy continued to be British in the 19th century.
The influence of empirical subjectivism in general and of Hutcheson’s maximization of
collective pleasure in particular remained strong. Thus, we find a remarkable split in
the contributions to political economy: one strand, exemplified by Ricardo, developed a
theory of production cost, ultimately based on human labor, but principally concerned
with objectively measurable cost. The other strand, exemplified by Jeremy Bentham
(1748-1832), James Mill (1773-1836) and John Stuart Mill (1806-1873), developed
a normative theory of maximizing the “summum bonum”, modeled as the measurable
sum of the pleasures experienced by the members of a society. This Utilitarian credo has
a reformist and educational dimension: every person can better his capacity for receiv-
ing pleasure, and the state can promote the appropriate institutions and initiate actions
that raise aggregate well-being. It also has, at least in Mill’s version, an evolutionist di-
mension, as an endstate of society which is compatible with the stationary equilibrium
of society’s productive, value-generating factors.

The consumption-oriented strand of theory moved to the center of the literature af-
ter the second half of the 19th century, when William S. Jevons (1835-1882) proposed
a way to measure the utility contained in objects. The measure relies on new scien-
tific ways of registering physiological sensations, and on the fundamental observation
that such sensations decrease in intensity with their time of duration. In consequence,
there is no need to measure all of the potential pleasure or pain that flows from an
object. It is sufficient to measure the intensity at the margin, i.e. at the point where a
specific quantity of that object is exchanged for a sum of money or for a quantity of
another object rendering more pleasure. Given such a measure, states of consumption
equilibrium can be calculated with techniques of constrained maximization, just as in
problems of energy conservation and transformation [Mirowski (1989)], and such states
are in fact calculated in markets. There is no need to rely on estimates of cost, or even
on metaphysical ideals, because the subjective, physiological effects of pleasure can be
measured directly.

Jevons applied his measurement of commodity utility through human physical sen-
sations to the “lowest rank of feelings”. He was interested in connecting the traditional
utilitarian discourse around pleasure and pain with a modern reading of utility as an
analogue of energy, the fundamental force in the world of nature. He was quite aware
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of the effects of aesthetic experiences, but he positioned them in the realm of “sympa-
thy”, where the peculiar conditions of commercial society do not hold. In a manuscript
“On the Functions of Music”, he described his own response to music as similar to
“the contemplation of subjects of Interest, Beauty or Sublimity ... a general removal
of the mind from its ordinary course of duties and frailties, and its continual mixture of
slight pleasures and pains”.” He believed that the fine arts are capable of enriching the
lives of the members of the working class, but this experience cannot be anticipated and
would therefore not sell well. There is a vague link between base utilitarian pleasure and
sublime aesthetic enjoyment because social progress might lead to an upgrading from
satisfactions of physical need to satisfactions “derived from the beauties of nature and
art”.

Jevons’ admiration for the Arts is typical for the English academic tradition of late
19th and early 20th century. Alfred Marshall (1842-1924), for instance, explicitly rec-
ommended in his Principles of Economics (1890) that one should increase the beauty of
things in one’s possession, once the necessaries of life are provided: “an improvement
in the artistic character of furniture and clothing trains the higher faculties of those who
make them and is a course of higher happiness to those who use them” (p. 113). But
neither Jevons nor any of the major authors of the following generations gave artistic
value a special role in the use or utility value of the consumed set of commodities.

The increasing admiration of the Arts was a result of their increasing relevance in
aesthetic philosophy, which will be reported below. That change in attitude toward the
Arts was even more pronounced on the Continent. It is therefore instructive to contrast
the treatment of marginal utility value in English Political Economy with that in the
other two centers of the emerging paradigm of Economics, Vienna and Lausanne.

Carl Menger (1840-1925) contributed a long chapter in Grundziige der Volks-
wirtschaftslehre [Menger (1871/1968)] to commodity value (Giiterwerth). In his con-
struction, the source of value is squarely placed in a psychological dimension. Pleasure
value is determined along a subjective ordinal scale of relevance. At the limit, that
measure is precise enough to determine the exchange value in the market for a given
commodity quantity. He clearly interprets desires (Bediirfnisse) as a purely mental ac-
tivity. The value of commodities lies in their relative ability to satisfaction a desire
(Bediirfnisbefriedigung). The satisfaction of commodities is determined by their posi-
tion on a scale of importance from vital to trivial, from necessities like eating bread to
fancies like tobacco, hunting castles and artificial duck ponds (1968, p. 111). The value
of the “commodities of lower order” (Giiter niedrigerer Ordnung) determines the value
of “commodities of higher order” (Giiter hoherer Ordnung). But “higher” simply means
“earlier”: the final consumption value determines the value of the inputs used in earlier
stages of the process leading up to the purchase of the end product. Mental consumption
value determines material production value. Art plays no particular role among the ex-
amples its objects clearly rank among those of lesser importance, although their rarity
might secure them a somewhat higher market price.

9 See Goodwin, Chapter 2 in this volume.
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Léon Walras (1834—-1910) taught in Lausanne, but was strongly shaped by French
philosophical and economic tradition. In his youth, he showed a strong interest in the
Arts. He wrote a novel and an essay on Philosophie de I’Art. In this essay, he reduces
aesthetic phenomena to ontological causes, namely substance, matter and force. In his
Eléments d’économie politique pure [Walras (1874)], the problem of value origin re-
cedes into the background. Some kind of sensation motivates consumers to demand
limited quantities of commodities at certain prices, but the focus is on the mechanics of
states of multiple market equilibria. Markets, equipped with imaginary auctioneers, pro-
vide a stable and unique solution to the problem of adoption to changes in productive
and consumptive conditions. Artworks may be among the commodities that motivate
acts of consumption, but they play no special role in the theory.

As we now turn to the development in aesthetic philosophy, we can easily see how
the neglect for the sphere of Beauty and its claims of higher satisfaction is reciprocated
with neglect for the sphere of commercial activity.

The Idealist strand of philosophical thought found its most successful continuation in
the works of Friedrich Hegel (1770-1831). With respect to aesthetics, his contribution
marks a turning point because art supplants nature as the paradigm object of aesthetics.
As an expression — along with religion and philosophy — of absolute spirit, art, unlike
natural beauty, “is capable of truth”. Therefore, it admits of clearer criteria for erecting
aesthetics into a science, which is Hegel’s aim in limiting aesthetics to the philosophy
of fine art (Schone Kiinste).

Fine art, he argues, proves its “worthiness” for scientific study by distinguishing itself
as “free” in contrast to arts “that serve the ends of pleasure and entertainment”. Hegel
grounds art’s value in other ends: “its highest task . .. is revealing to consciousness and
bringing to utterance the Divine Nature, the deepest interests of humanity, and the most
comprehensive truths of the mind. It is in works of art that nations have deposited the
profoundest intuitions and ideas of their hearts” [Hegel (1835/1993, p. 9)]. Fine art is
thus valued and comparatively ranked in terms of the success of its sensuous representa-
tion of worthy collective ideas, both according to the quality of the representation and to
the idea represented. The idea has greater importance, since the clarity and well-formed
character of the idea is a condition for a clear, well-structured representation.

Hegel has a complex ranking of artistic forms and genres. The lowest form of the
hierarchy, which he calls symbolic art, is exemplified by “the primitive artistic pan-
theism of the East”. In such art, the idea still exists in too much “indistinctness and
obscurity” for it to have a fittingly determinate form. Hence it is typically rendered in
objects that “exaggerate the natural shapes and phenomena of reality into indefiniteness
and disproportion”. The next stage in the historical process is “the classical form of art”
exemplified by Greek anthropomorphic sculpture whose sensuous human forms express
and fully coincide with the rationality of human mind. Their perfect balance of idea and
sensuous representation generates the greatest beauty. But though classical art “attained
the highest excellence, of which the sensuous embodiment of art is capable”, Hegel
points to a more recent and still higher “romantic form of art”. Romantic art shows the
inability of the sensuous to fully capture the Idea in its ideal form which is beyond the
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realm of the sensuous. Christian art exemplifies this form in which sensuous images are
used to point to a realm of spirit. Hegel, thus ultimately found art’s highest value in its
promotion of the spiritual truth of the Idea rather than in the mere experience of beauty
(pp. 82-87).

Hegel also ranks the genres of art in terms of their potential to serve the Idea and
spiritually transcend materiality. Architecture lies at the bottom, followed by sculpture,
painting, and music in ascending rank, with poetry at the very top. “Poetry is the univer-
sal art of the mind which has become free in its own nature, and which is not tied to find
its realization in external sensuous matter, but expatiates exclusively in the inner space
and inner time of the ideas and feelings. Yet just in this its highest phase art ends by
transcending itself, in as much as it abandons the medium of a harmonious embodiment
of mind in sensuous form, and passes from the poetry of imagination into the prose
of thought” (p. 96). This is one expression of Hegel’s famous thesis of the end of art.
In earlier times, man needed art to advance spiritual expression since thought was not
advanced enough to express the spiritual without the sensuous. But in the more philo-
sophical “reflective culture” of modernity, art “has lost for us its genuine truth and life”
and serves largely for “our immediate enjoyment”. Therefore Hegel thinks a science of
aesthetics necessary to continue to link art to truth and thus save art from having its
value reduced to entertainment (pp. 12—13).

Arthur Schopenhauer (1788-1860) develops another variation of Kantian thought.
He rejected Hegel’s view of art’s historically passing truth, but he introduced human
will as a subjective force behind cognition. Materiality is the appearance while will
is the fundamental reality, objectified into Ideas. Art’s supreme value is in revealing
human Will. The Ideas that art expresses, Schopenhauer argues in Die Welt als Wille
und Vorstellung [Schopenhauer (1819/1966)], are not historical concepts but eternal
Ideas, even if art’s expression is naive and provides but a fleeting image, not a per-
manent universal knowledge for which philosophical reflection is ultimately needed.
Aesthetic experience offers a special penetration into reality, because its disinterested,
“will-less” contemplation allows art’s Ideas to shine forth in themselves rather than be-
ing distorted by the practical interests that normally guide our perception. The various
arts are ranked on levels of Ideas: architecture ranks lower than the plastic arts of sculp-
ture and painting, and they rank lower than poetry. The highest rank goes to music,
“Because music does not, like all the other arts, exhibit the Ideas or grades of the will’s
objectification, but directly the will itself, ... it is the most powerful of all the arts”
(1966, p. 448).

Sharing Schopenhauer’s extremely high valorization of art, Friedrich Nietzsche
(1844-1900) strongly contested his predecessors’s thesis of art’s will-less disinterested
contemplation, mordantly mocking the dogma of disinterestedness as an expression of
philosophers’ prudishness, innocence, and their second-hand, spectators’ view of art
which he contrasts to the creative experience of the artist. The power of art and beauty,
Nietzsche argues in The Birth of Tragedy [Nietzsche (1872/1956, p. 239-240)], derives
not from disinterest but rather from “the excitement of the will, of ‘interest’”. “When
our estheticians tirelessly rehearse, in support of Kant’s view, that the spell of beauty en-



Ch. 6:  Value and the Valuation of Art 187

ables us to view even nude female statues ‘disinterestedly’ we may be allowed to laugh
a little at their expense. The experiences of artists in this delicate matter are rather more
‘interesting’; certainly Pygmalion was not entirely devoid of esthetic feeling.” Art’s
great value, for Nietzsche, is in its service to life, not in the sense of menial practical
utility but as providing the heights of beauty, meaning, and pleasure that justifies exis-
tence. Though it relies on appearance, true art celebrates through its “esthetic delight”
the principle of “eternal life . . . beyond all appearance and in spite of destruction”. It is
through art that “this world can be justified only as an esthetic phenomenon” (pp. 55—
58, 101-102, 143). Contesting Schopenhauer’s view that art reveals truth in the form of
Platonic Ideas, Nietzsche argues that art provides not only beauteous life-serving illu-
sions — the Apollonian dream-world of clear and perfect forms — but also a penetrating
glimpse into a deeper Dionysian reality of frenzied will and flux that defies our prin-
ciples of order and individuation. Art, “that sorceress expert in healing”, enables us to
face and recover from such terrifying visions: “the spirit of the sublime ... subjugates
terror by means of art” (p. 52). But art also offers escape from the distressing or hideous
truth. “Truth is ugly”, Nietzsche concludes, “We possess art lest we perish of the truth”
[Nietzsche (1901/1968, p. 822)].

Hegelian philosophy was radically reinterpreted by Karl Marx (1818-1883). Marx
adopts the notion of an inevitable, scientifically provable progress of society, but he
replaces historical spirit with matter, or rather man’s relation to matter, as the driving
force. Thus he blends Hegelian historicity with the mechanical inevitability of British
political economy. In consequence, all “institutions” of human culture, including the
arts, are determined by a society ‘s production relations. Production determines the cre-
ation of value and it shapes the intellectual superstructure to which the Arts belong.
New production relations will lead to new forms of art. Therefore, a separate recog-
nition of artistic value is not necessary. Yet, Marx’ influence on continental aesthetic
philosophers, for instance, Adorno and Benjamin, was considerable.

4. Art in economic theory until the 1970s

Vilfredo Pareto (1848-1923), Walras‘ successor in Lausanne, made a number of contri-
butions that helped to give greater analytical precision to economic models. In Manuel
d’Economie politique (1909), Pareto pitches the obstacles of production against the
tastes (goits) of consumption [Pareto (1909)]. Taste, in this interpretation, is not a fac-
ulty to be developed and improved. It is any kind of predilection the user of a commodity
might have and which he or she is able to rank in their order of preference. The notion of
preference proved helpful for the development of English economic theory which took
a formal analytical turn after the First World War.

London, the center of global finance, had become merely another European capital.
The shock led to a boom in philosophical discourse. Epistemological positions were
radicalized, and these positions were soon to characterize the most influential works in
economic science. Intellectual circles included both economists and philosophers. The
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philosophical tenor of all these circles was one of a complete separation from meta-
physics. Philosophy turned towards itself — towards the observation of the way in which
observing statements are made. In London, intellectual discourse liberated itself from
the dominance of the “Cambridge Circles” with their strongly literary and philosophical
flavor.'? The circle of economists formed by Lionel Robbins (1898-2004) at the Lon-
don School of Economics was, compared to Cambridge, less bound by tradition, more
cosmopolitan in outlook, and more interested in applying the newly found laws of logic
to one’s own methods. Such were the conditions under which John Hicks (1904-1989)
presented Value and Capital (1939), a model of the economy where consumption value
is the undisputed driver of economic action.

Following Pareto, Hicks makes tastes and preference orderings part of the formal
foundation upon which the edifice of general equilibrium theory is erected. Along or-
dinal scales of preferences, the points of consumption equilibrium between various
commodities at given budgets are determined. Without having to measure utility in car-
dinal units, the “value equilibrium” of every individual can be measured in money units
“with respect to a system of market prices” [Hicks (1939, p. 20)], and that determination
is deemed fully sufficient.

It was a small step from Hicks’ version of value determination to the version pub-
lished by Gérard Debreu (1921-2004) [Debreu (1959)]. Debreu calls his contribution
Theory of Value. In his model the need for the term is eliminated. “Value” is used syn-
onymously with “market price times commodity volume”. Use or consumption value
is still assumed to drive the economy. But it has been reduced to the subjective and
impermeable preferences/tastes of individual agents. “Value ... became whatever the
individual globule of desire made it out to be, a gravitational attraction ‘sui generis’,
and therefore was not something over which one should have a rational dispute ...”
[Mirowski (1989, p. 25)]. A neat devision of research is thus established: economics
deals with the properties of interdependent markets, while the formation of taste for
art, as any other process leading to a change of preferences, is the business of other
disciplines, like psychology, art history or aesthetic philosophy.

When the stability of tastes or preferences as a basis for economic modeling came un-
der attack, George Stigler and Gary Becker developed a variation of the human capital
approach, with explicit reference to artistic appreciation. In a paper titled De gustibus
non est Disputandum (1977), Stigler and Becker do recognize that there are cases where
additional exposure leads to a growth in consumption of the particular commodity.
Heroin consumption is cited as an example for harmful, music consumption as an ex-
ample for beneficial “addictive” effects. Rather than to postulate a change in taste, the
authors suggest that the effect can be more fruitfully explained through changes in the
shadow prices which govern the household production function: in order to consume

10 An example is the Conversation Society of the “Apostles”, whose membership included Bertrand Russell,
J.M. Keynes, E.M. Forster and Lytton Strachey. The latter were also members of the “Cranium Club”, founded
in 1924, which was one of the London offshoots of pre-war Bloomsbury. See Skidelski (1992, p. 13).



Ch. 6:  Value and the Valuation of Art 189

music, not only market goods are needed, but also time and “music capital”. Accumu-
lated knowledge and skill reduce the cost of future consumption and thus account for
the observed increase in marginal utility.

5. Art in aesthetics until the 1990s

Aesthetic theory in the twentieth century displays considerable diversity, including
some skepticism with respect to the possibility of universal theories of aesthetics be-
cause of the worry that “art” named a historically constructed concept of rather am-
biguous, contested, and shifting boundaries rather than signifying a natural kind with a
common essence. This skepticism extends to criteria for artistic valuation. At the turn
of the century already we find such anti-essentialist positions.

Leo Tolstoy (1828-1910) was a vehement advocate for art’s communicative value.
He defined art as the communication or contagion of feelings. “Art is a human activity,
consisting in this, that one man consciously by means of external signs, hands on to
others feelings he has lived through, and that others are infected by these feelings and
also experience them” [Tolstoy (1896/1997, p. 681)]. From this definition of art, he de-
rived evaluative criteria of two kinds. First in terms of efficacy of communication, “The
stronger the infection the better is the art, as art, speaking of it now apart from its sub-
ject matter — that is not considering the value of the feelings it transmits”. The degree of
the infectiousness depends on three conditions: “the individuality of the feeling trans-
mitted”, the “clearness” of transmission, and “the sincerity of the artist” understood in
terms of “the force with which the artist himself feels the emotion he transmits” (1997,
p. 685). The condition of sincerity, Tolstoy argued, is the most important and in fact in-
cludes the others. With respect to subject matter, Tolstoy adopted a religiously Christian
and democratic perspective, arguing that good art should express feelings that “unite all
men” and construing this as comprising only two kinds of feeling: “first, feelings flow-
ing from a perception of our sonship to God and of the brotherhood of man; and next,
the simple feelings of common life accessible to everyone without exception, such as
feelings of merriment, of pity, of cheerfulness, of tranquility, and so forth” (p. 689). One
obvious (and awkward) consequence of Tolstoy’s theory is his devaluation of partisan,
patriotic, difficult, or elitist art, which includes a shocking condemnation of Beethoven’s
Ninth Symphony.

Benedetto Croce (1860-1952) offered a theory of art as intuition-expression that con-
tained some striking views on evaluation. A true or successful artistic intuition, he
argued, implied its active expression, though such intuition-expression did not need
to be externalized in a physical object. Technical skill was thus excluded from artis-
tic value. Moreover, as every intuition-expression was a unique product, there were no
degrees of beauty or positive artistic value. Artistic value, for Croce, means adequate
intuition-expression of its content, and if a work adequately intuits-expresses this, then
nothing could be more expressive or beautiful. “The beautiful does not possess degrees,
for there is no conceiving a more beautiful, that is, an expressive that is more expressive,
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an adequate that is more than adequate. Ugliness [as unsuccessful expression], on the
other hand, does possess degrees” [Croce (1901/1970, p. 79)]. Croce’s insistence on the
uniqueness of each artwork as intuition-expression entailed rejecting all general princi-
ples of art evaluation such as those based on definitions of genres; he regarded genres
as arbitrary conventions or illusions.

Most of continental, particularly German philosophy of art in the twentieth century
reflected the enduring influence of Hegel by being very critical of identifying art’s
value in the intrinsic pleasures of immediate experience of beauty, emphasizing in-
stead the more than aesthetic ideals of truth and understanding. Heidegger (1889-1976),
for instance, affirms art as “a distinctive way in which truth comes into being” (1975,
p.- 78). Hans-Georg Gadamer (1900-2002) similarly stresses the cognitive dimension
in claiming that the pleasure of art’s play is “the joy of knowledge” [Gadamer (1982)].
Theodor Adorno (1903-1969) shares this philosophical bias for truth over beauty as
art’s most essential value, arguing that art’s production of beauty, in our modern world
that has witnessed such horrors as Auschwitz, seems too deceitfully affirmative of the
world. Adorno thus can explain the way modernist art has eschewed the simple goal of
beauty and instead pursued other expressive ends: “Great works of art are unable to lie”
[Adorno (1973/1984, p. 188)]. In the contest of artistic values, Adorno clearly affirms
that pleasures of beauty must be sacrificed to truth. “In a false world, all hedone is false.
This goes for artistic pleasure too ... In short, the very idea that enjoyment is of the
essence of art needs to be thrown overboard . .. What works of art really demand from
us is knowledge or, better, a cognitive faculty of judging justly” (pp. 18-21). Moreover,
though Adorno recognizes that art has always had social and practical uses, he rejects
the idea of understanding art’s value in terms of functionality. Instead he paradoxically
maintains that “if any social function can be ascribed to art at all, it is the function
to have no function” and thus offer an alternative to the “ungodly reality” of ordinary
practical existence and utilitarian thinking (p. 322). Hannah Arendt (1906—1975) simi-
larly argues that, in contrast to ordinary commodities, the value of artworks “is the very
opposite of functionality” or use in the consumptive process of life. Artworks are pure
ends, things of “intrinsic, independent worth”, “things which exist independently of all
utilitarian and functional references, and whose quality remains always the same” and
thus displays the value of “imperishability” [Arendt (1961, pp. 208-218)].

Walter Benjamin (1892-1940), who was closely associated with Adorno and much
admired by Arendt, offered a more nuanced, balanced view of art’s value, by recog-
nizing its functionality and distinguishing between varieties of its use value (1969).
Benjamin’s key distinction here is the opposition between the artwork’s cult value and
its exhibition value. The former is connected with art’s auratic quality, its prehistory in
magic, its use in ritual, its sense of authentic uniqueness and its special connection with
genius and the distant past. Part of the value here is the esoteric value connected with
the artwork being not easily accessible or readily and widely seen. In contrast, exhi-
bition value concerns the value obtained from the perceptual experience or enjoyable
consumption of art. Though loss of cult aura has in some way diminished art’s power,
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Benjamin recognized the valuable democratic potential of art’s move toward exhibition
value as some compensation for such loss.

By the turn of the century, Cambridge had become a center not only for general ana-
lytical philosophy, but for aesthetic philosophy as well. A dominating figure was George
Edward Moore (1873—-1958). He claimed that beautiful artworks had objective, indeed
intrinsic value, but that such value could never be captured by a definition or criteria
based on natural properties [Moore (1959)]. The ethically good and the aesthetically
beautiful, he argued, were non-natural values that could not be analyzed in terms of
criteria or standards. The aesthetic value of each artwork must be judged, as Kant and
Croce had earlier argued, through a particular judgment or intuition, rather than being
derivable from a general definition or principle. And to intuit the artwork properly, one
had to consider it in terms of its organic unities while isolating it from its external uses.
Moore’s theory was not purely formalist since he thought that the truth of an artwork
added to its value. But his emphasis on organic unities helped inspire the more dis-
tinctively formalist theories that Roger Fry (1866—-1934) and Clive Bell (1881-1964)
applied to the plastic arts, since these art theorists, as well as the J.M. Keynes and other
Bloomsbury intellectuals, were avowedly influenced by Moore’s philosophy.

Ludwig Wittgenstein (1889—1951), a Viennese philosopher at Cambridge who at
times worked closely with Moore but soon succeeded him in philosophical influence, in-
troduced even more particularity and variability to the evaluation of artworks. Wittgen-
stein argued that the concepts of aesthetics, such as art and beauty, were especially vague
and ambiguous. There was no single essence of art or beauty on which we could ground
our value judgments, but these concepts did not require essences for us to use them
validly in evaluations. Opposing Moore’s concentration on beauty and his assumption
that it had a common essence (albeit one that could not be reduced to natural proper-
ties or captured by definitional criteria), Wittgenstein (1970) argued that our aesthetic
evaluations were of significantly different kinds that could not be reduced to a single
form. In his terminology, there are a number of different language games with respect
to art: evaluating a sonnet as properly formed or a performance as technically flawless
virtuosity is different from judging a portrait as luminously subtle or a novel as deep
or great. Outside the plastic arts and music, he pointed out, the predicate “beauty” is
not frequently used in our aesthetically evaluative language games, and these language
games are practiced with somewhat flexible rules. Moreover, Wittgenstein noted that
some of aesthetic evaluations are expressed as much in our behavior as in our linguis-
tic statements. Despite such fuzziness and openness, Wittgenstein recognized that there
must be significant convergence in our aesthetic evaluations since they are embedded in
shared ways of life that give our evaluative terms their meaning. Though we require no
essence of the beautiful for the term “beautiful” to have an understandable and shared
meaning, we do need some convergence on its use and applications.

Moore and Wittgenstein were founders of analytic philosophy that largely dominated
Anglo-American philosophy in the twentieth century. Pragmatism, however, has also
been an influential philosophy in the United States and increasingly elsewhere. John
Dewey (1859-1952), its major exponent, offered a comprehensive aesthetic theory in
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Art as Experience [Dewey (1934/1987)]. Rejecting the Kantian ideas of disinterest-
edness and purposelessness, Dewey argued for art’s wide-ranging functionality. Not
only do artworks serve a variety of instrumental functions (entertainment, edification,
religious inspiration, decoration, personal and social expression, etc.), but art is also en-
joyed intrinsically for the sake of the “consummatory” experience that it provides, an
experienced fulfillment that is valued for its own sake but that also, through its vividness
and vitality, functions to enhance life in a general way by making it more satisfying and
by stimulating the energy and intelligence of the individuals and groups who partici-
pate in art’s aesthetic experience. Art’s value, Dewey argued, is not in artworks as mere
physical objects but in the lived experience that those objects serve, whether this is the
creative experience of the artist or the appreciative experience of the audience. Because
art provides enhanced experience that can be powerfully and widely shared, it has an
important function of forming and expressing community, constituting “a remaking of
the experience of the community in the direction of greater order and unity” (1987,
p. 87). Art’s imaginative power, moreover, can improve our ethical sensibility. Dewey
makes the important point that instrumentality is not inconsistent with intrinsic value
when the latter is construed as valuing something for its own sake rather than ‘only’ for
its instrumental uses. We can enjoy art’s aesthetic experience for its own sake while also
appreciating its non-aesthetic functions.

While analytic philosophers often shied away from both the issue of aesthetic evalua-
tion and the concept of aesthetic experience, fearing that both were too problematically
subjective, Monroe C. Beardsley (1915-1985) developed Dewey’s idea of aesthetic ex-
perience into a distinctive theory of evaluation [Beardsley (1958)]. The value of an
artwork is defined in terms of its ability to create an aesthetic experience of a certain
magnitude, such experience being presumed to have value; the larger the experiential
magnitude, the higher the value. Beardsley combined this approach with three largely
formalist criteria of value: the artwork should display unity, complexity, and intensity
— these attributes being conducive to the production of strong aesthetic experiences.
Suspicious of the notion of intrinsic value and insufficiently attentive to Dewey’s har-
monizing of intrinsic and instrumental value, Beardsley held that aesthetic experience
was valuable, but not intrinsically; its value rather derived from the valuable role or
consequences that aesthetic experiences had in the life of individuals and of society as
a whole. Nonetheless, Beardsley conceived aesthetic experience as essentially compart-
mentalized from ordinary life, so that artworks should be interpreted in terms of their
immediate perception and not in terms of their wide-ranging referential relations to real
world contexts. Such views made Beardsley an important theorist for the New Criticism.

In sharp contrast to Beardsley, Nelson Goodman (1906-1998) insisted on art’s refer-
ential or symbolic functioning. Goodman (1969) criticizes traditional aesthetic theory
for having devoted too much attention to questions of artistic value, which he argued
has obscured our understanding of art’s modes of meaning and thus diminished the
value of aesthetic theory itself. However, based on his analysis of art as symbol, Good-
man boldly proposed “the subsumption of aesthetic under cognitive excellence” (1969,
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p- 259) a remote echo of the familiar strategy of defining art’s value in terms of truth or
knowledge.

George Dickie, who skeptically criticized Beardsley’s notion of aesthetic experience
as a metaphysical phantom (1965), later affirmed experience as essential to explain-
ing art’s value: art is valuable as instrumental to the production of “the experience of
aesthetic qualities” (for example, unity, complexity, intensity) such experience having
intrinsic value (1997, p. 158). Recognizing that not all artworks display the same sort of
valuable properties, Dickie argued that we cannot provide a single universal matrix for
ranking the values of all different artworks, though we can compare artworks in terms
of how many valuable aesthetic properties they display and the degree to which they
display them.

Pierre Bourdieu (1930-2002) has contributed works as a philosopher and as an eco-
nomic sociologist. He argues (1996) that art’s value is socially and historically con-
structed and is thus ultimately grounded in the social structures of cultural hierarchy
and hegemony. Artworks that have been admired for centuries become established as
icons of culture and genius whose worth cannot be easily contested because they are so
deeply socio-culturally entrenched. Not merely items possessing symbolic capital, art-
works are also markers of cultured taste that bestow symbolic capital on those classes
and individuals who know the right artworks to appreciate and the right ways to appreci-
ate them. Though taste may seem spontaneous and individual, Bourdieu maintains it is
the product of pervasive, extended (though typically informal and implicit) social train-
ing. Art’s value is objective but only as a social fact not as an independent ontological
given.

Niklas Luhmann (1927-1998) placed the social construction of artistic value in the
context of an encompassing theory of society. In his view [Luhmann (1995/2000)], art
theory’s connection with philosophy has encumbered it with constraints in theory design
which do not have their origin in the Arts themselves. A theory adequate to the unique
qualities of Art must account for the simultaneous presence of surprise and recognition
which characterizes the experience of works of Art. The special reality communicated
by such events is an intentionally fabricated duplication of common reality, a perfor-
mance of “a world within a world” (p. 241). The theorist and other observers are at
liberty to apply the communicative power of Art in an idealizing, critical, affirmative or
exploratory manner. But all liberties, as well as all constraints, are the result (Eigenpro-
dukt) of decisions which have been taken within the works themselves.

6. Varieties of artistic external effects in contemporary economics

Since the 1970s, economic theory has expanded to explanations of institutional change.
Rights to natural and intellectual property are interpreted as part of a social contract that
underlies economic action. Implicit constraints on individual behavior can be explained
as the stable solutions of non-cooperative strategic games: it pays off to respect the rights



194 M. Hutter and R. Shusterman

accorded to others. Apart from the rights, rules are reached that reduce the damage done
by negative external effects and capture a share of the possible positive external effects.

The concept of “external economies”, originally suggested by Alfred Marshall, has
experienced a remarkable rise to prominence in the past thirty years. Marshall had em-
ployed it to identify deviations from constant returns to scale in production within an
industry. Examples for positive external economies are education and skills, examples
for external diseconomies are environmental pollution and political instability. The price
system does not reflect the positive or negative “value” of such activities. The lessons
of this discovery have been applied to the economics of developing countries, to the
economics of education and research, and to environmental economics. They have also
been applied to the role of the Arts.

The following section presents three examples of “external effects” which came into
view when markets for cultural goods were investigated. The three cases are not exhaus-
tive. They are selected because they bring the valuation of art into play.

Tibor Scitovsky (1910-2002) had participated prominently in the discussion of tech-
nological external effects in the 1950°s. In The Joyless Economy (1976), his scope is
larger: he investigates the “value of consumption skills”. He starts from the notion that
subjective value is pure mental value. In consequence, psychological research should
yield insights into the process of attaining pleasure. Reviewing the literature, he ar-
rives at a distinction between pleasures of arousal and pleasures of stimulation. The
former evoke comfort, the latter evoke a sensation of novelty and discovery. Indi-
viduals choose the two varieties in changing proportion, a fact that can be measured
through sociological statistics. The data show that the “growth rate” of stimulation plea-
sure far exceeds that of comfort pleasure. Stimulation is often supported by purchased
goods and services. In many cases, it is attained in non-market contexts. Scitovsky dis-
cusses self-stimulation, mutual stimulation, non-market goods and external economies.
He concludes that the welfare of the community is significantly determined by “the
economy’s ability to produce the economic product with a maximum of beneficial and
minimum of harmful accompanying effects” (p. 105).

Cultural experiences are singled out as activities leading to beneficial side effects.
Culture is defined as “that part of knowledge which provides the redundancy needed to
render stimulation enjoyable” (p. 226). Consumption skills are the means, which turn
further stimulation into enjoyment, into the source of subjective value. Consumption
skills rely on personal practice, on acquired taste and on critical judgment. They are, at
base, information differentiation skills: out of the constant flow of new information, a
very few items are selected to become the source of common enjoyment in a community
or civil society.

Amongst the cultural consumption skills, the skills necessary to exercise and un-
derstand the valuation of art objects and performances are central. Scitovsky uses the
example of music composition and of painting to illustrate the skill of assembling new
works with sufficient degree of redundancy and novelty (pp. 48 and ff.). They are prac-
ticed by artists, by experts and by amateurs.
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Just as production skills are observed to increase yield per input, consumption skills
are able to increase “consumptivity”’, or consumptive yield. Scitovsky observes that
in the course of the past 300 years of industrial development, production skills have
progressively crowded out consumption skills. He suggests several reasons for that phe-
nomenon. Firstly, the value of consumption skills is underestimated for reasons that
echo the moral principles of Hutcheson’s age: skills for enjoying leisure are frowned
upon in societies which distinguish between activities elevating the soul to bliss, and
activities endangering such elevation by stimulating selfish pleasure (p. 228). Secondly,
measures of increases in earnings are more precise than measures of the value of skills
for the enjoyment of concerts or ballets. Such skills might open “a large reservoir of
novelty and years of enjoyment” (p. 235), but the results are uncertain and therefore
discounted heavily. Thirdly, the exercise of consumption skills is seen as a threat to
currently produced goods: the skills provide access to pleasures of self-discovery and
novelty. The pleasure can even be generated out of the process of the activity itself.
In consequence, certain cultural commodities and service become superfluous. Once a
person has learned to write, for instance, she does not need the services of a scribe or a
reader anymore. It is overlooked that new commodities which were beyond the horizon
of the old preference ordering begin to be valued: a person who knows how to read
develops a taste for books and newspapers.

William Baumol (1986) presented a ground-breaking study on the rates of return from
the resale of paintings since 1652. According to his results, returns follow a random
pattern. The average return lies at 0.55%, well below average return rates of alternative
assets. Since then, an entire subdiscipline has set out to test and expand the Baumol
results.!’ The majority of studies confirm the result of below average returns, while
the random walk result is not confirmed. The explanations for the “anomaly” point
consistently to “psychic returns”, and to the “social benefits” of signals that indicate a
specific status or position in society. Psychic pleasure can be triggered by the subject
matter of a painting (arousal) or by knowledge of a painting’s history and its position
in the world of taste (stimulation). Social benefits flow from being able to signal one’s
income level, cultural erudition or attitude to novelty and risk. The value for the owners
of artworks lies in the improvement of their negotiating position, on the assumption
that negotiating partners are able to read the signals which are brought into the medium
of a private collection or a national museum. Expensive materials are easy to read,
while the subtleties of a particular style, like black-ground Greek vases or “Arte povera”
objects, demand the operation of elaborate standards of aesthetic discrimination. Thus,
the successful operation of standards of critical taste exerts positive external effects on
the consumption value of an individual.

Furthermore, standards of taste make art objects suitable for value storage and po-
tential value increase. The decisions of investors follow the quality judgments of pro-
fessional experts. The stability of these judgments has made it possible that art values

Il gee Ginsburgh, Mei and Moses, Chapter 27 in this volume.
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maintain their resale value for longer periods of time than bonds and obligations, and
that the risk of “bets” on the success of contemporary works can be significantly reduced
by following the advice of gallerists and critics who are skilled in aesthetic valuation.

One of the methods developed in the extensive discussion on the value of portions
of the natural environment is the “Contingent Valuation Method” [Noonan (2003)]. En-
vironmental benefits are sometimes enjoyed by individuals, but markets for generating
such effects cannot be installed. The standard institutional response to this problem is
a transfer to the political agenda: taxes or transfers are executed through public house-
holds, rules and regulations are put into effect. It is difficult for political agendas to
reflect individual preferences adequately. Contingent Valuation is a survey technique
that helps to solve the problem by gathering information about exchange values in imag-
inary markets. The respondents are asked to reveal their willingness to pay for the source
of non-market beneficial effects — the survival of an animal species, the designation of
a nature preserve and, by extension to the cultural field, the preservation of a historical
monument.

Responses to survey questions are radically different from the actual reduction of
buying power in a market transaction. Still, the results consistently indicate a positive
willingness to pay for artistic works and institutions, and for monuments of cultural
heritage. Particularly noteworthy is the observation of option values. Cultural option
values are opportunity values attached to places, objects and events which are known
to the individual, but not experienced by the individual. The individual “consumes” the
ability to express the identity, the history and the ideas and aspirations of a “culture”
[Throsby (2001)]. A culture may have the size of a town, a region, a nation or even a
network connected by a common belief or life-style. “Cultural value” is a club good
for the members of such communities. They benefit from being informed about their
common heritage. Cultural symbols provide common themes for conversation and they
facilitate the formation of expectations about negotiation partners. For non-members,
artworks inform about fundamental issues and perceptions that characterize that other
culture. Beyond this instrumental dimension, members reap immediate intrinsic benefits
because they take pride and pleasure in artifacts and events that are representative of
their community and its “canon” of excellence.

In consequence, the particular method of valuation of art matters for the eco-
nomic outcome: only autonomous processes of aesthetic valuation can credibly se-
lect those artifacts, stories and compositions which are to be regarded as the height
of taste. In that process, the set of currently canonical works is formed and con-
stantly contested. It is this set of selected works and performances which serves as
a source of value to individuals within and outside of the cultural boundaries of that
canon.
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7. Varieties of artistic value in contemporary aesthetics, and their economic
valuation

In the vague concept of artistic value, different kinds of value seem to be nested. We
distinguish ten kinds which have been to some extent suggested in the aesthetic theories
so far sketched. They are conceived as heuristic distinctions to illuminate the concept
of artistic value rather than as ontologically distinct categories of value. The forms of
artistic value do not include art’s economic value as understood in monetary terms. This
form is discussed, as a distinct category, below. It is hard to imagine how all these types
of value could be organized into one accepted calculus for ranking the value of all works
of art, not least because the relative weighting of these different types would be much
contested. Yet, to distinguish them could enable us to be more precise about what we
are in fact valuing when, with respect to particular artworks, we speak of artistic value.

(1) Art’s moral or religious vision, its power to edify and spiritually uplift, can still
form part of a work’s artistic value, while the appeal to low human drives and the toler-
ation of morally condemned behavior diminishes the value of an artwork. Form cannot
be adequately isolated from content. The moral or religious vision expressed in a work
forms part of the work’s content and structure, and as such its valuation can be legiti-
mately included in our appraisal of the work’s value. This is not to say that the moral
vision must be true or fully acceptable to the appraiser, but it must at least be regarded
as reasonable, mature, and coherent. Art has traditionally been valued for its religious
uses, as in altar pieces, poetry and music of prayer. Positive moral effects have been
ascribed to literature, to musical education and to visual works, while others have been
condemned for irreligious and moral corruption. Art can improve our character by its
harmonizing of our psyche, as Aristotle and, in more individualistic terms, Schiller have
suggested through their ideas of catharsis and play. The education of moral sensibility
through artworks that portray fine subtleties of ethical behavior and character expression
has been considered a source of value since Shaftesbury.

(2) Art has long been valued for its deep expressiveness. Expression, it is argued, re-
quires a medium through which the self can be expressed, and the various media of art,
rich with perceptual and semantic potential, provide a superb matrix for such expres-
sion. Advocates of expression theories of art, such as Croce (1970) and Collingwood
(1958), argue that the artist begins with an unclear feeling or sense of what she wishes
to express, and it is only through art that the expression acquires clarity and distinction.
Apart from this transitive sense of expression, where an artwork’s expression is the ex-
pression of something anterior — a specific emotion, idea, etc. — there is an intransitive
sense of artistic expressiveness that is valued. It makes sense to say of a painting or
a piece of music that it is expressive without our being able to specify what exactly
it expresses. Here expressiveness connotes the degree of power and impact which is
suggestive of artistic value.

(3) Art’s communicative power for the sharing of feelings and ideas between artists
and their public is part of artistic value. Art’s emotional quality, direct experiential ap-
peal, and link to pleasure give it a penetrating, pervasive infectiousness that promotes
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easy, rapid, powerful, and widespread communication. Kant located the grounds of aes-
thetic judgment in the “sensus communis” of human nature, Schiller argued that “only
the aesthetic mode of communication unites society because it relates that which is
common to all” [Schiller (1986, p. 217)]. In Dewey’s words: “Art breaks through barri-
ers that divide human beings, which are impermeable in ordinary association” [Dewey
(1987, p. 249)].

(4) Communicative power is also essential to art’s social and political value. Art-
works typically embody the meanings and ideals of the society in which they are
created; even works that have a revolutionary message must rely to some extent on
shared meanings and values or else they would be unintelligible and totally rejected.
Art thus provides an attractive repository of ideas and ideals that build social unity and
stability, while enabling their transmission over generations. Through its imaginative
dimension, works of art can also inspire new visions of social and political order. The
social and political import of an artwork cannot be neatly isolated from its directly ex-
periential artistic value. Our aesthetic experience of listening to an anti-war protest song
from the sixties or a politically charged rap song from the eighties derives added enjoy-
ment and meaning from recognizing the socio-political motives and roles such artworks
have played.

(5) Plato’s condemnation of art as a deceptive purveyor of falsehood has been fre-
quently countered by affirming art’s cognitive value. Even if we dismiss the notion of a
special form of truth that is accessible only through artistic means, art has undeniable
value in effectively communicating a wide variety of truths and in honing our symbolic
skills of conveying and processing very subtle forms of information. Because emotion
has a strong bodily dimension, art’s emotional power makes the truths it expresses more
powerful and convincing, because as emotionally grasped truths they become more
deeply embodied and impressed in our consciousness and memory. The very appre-
ciation of form and meaning is an exercise whose practice enhances our cognitive skills
and our proficiency in symbolic processing.

(6) Many theorists, as do most other people, locate art’s value largely in the spe-
cial, directly satisfying or pleasurable experience it gives. We call this art’s experiential
value. It includes art’s entertainment value — the entertaining pleasure and distraction it
provides as a pastime. But art also has experiential rewards that are not primarily plea-
surable. Avant-garde works, for example, may produce experiences of shock, intensity
or outrage that we recognize as valuable without their being pleasant or enjoyable. The
central role of aesthetic experience in art’s value has been reaffirmed in recent years
in rather different ways. Budd (1995) insists, contrary to Beardsley, that such experi-
ence has intrinsic value in some meaningful sense. Therefore, Budd argues, art’s value
as art should be confined to purely aesthetic dimensions of art’s immediate intrinsic
experience. Shusterman (1992, 2000) allows that art’s value also should include the in-
strumental effects or consequences of an artwork’s aesthetic experience, including the
truths, insights, and uses the work provides.

(7) Aesthetics has long emphasized certain formal or design values embodied in art:
unity, harmony, complexity, balance, intensity, dramatic tension, etc. Such formal values
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are sometimes distinguished by philosophers as distinctively aesthetic values in contrast
to artistic values. This is because these formal values clearly seem applicable to objects
other than artworks (a flower or sunset or ocean storm) and do not seem to require his-
torical knowledge of art in the ways demanded by assessments of art-historical value,
art-technical value, or cult value. Nor do these values demand for their appreciation the
sort of external, non-aesthetic knowledge we need for assessing the cognitive, moral,
religious, or communicative value of artworks. Experiential value might be considered
along with formal values in this group of distinctively aesthetic values of art since the
dimensions of experienced value do not make essential reference to art-historical knowl-
edge or standards outside the immediate experience of the artwork.

Expressiveness, in the intransitive sense of evocative suggestiveness, can also be in-
cluded under specifically aesthetic properties of artworks. We can appreciate an artwork
as expressive without external art-historical knowledge about what its creator wanted
to express and without even assuming that there was a distinct idea the work aims to
express. Indeed, we can even speak of a natural scene — such as a rock formation or
a gnarled tree — as aesthetically expressive without implying that it expresses a prior
identifiably intention by its creator. A clear distinction between artistic and aesthetic
value has been hard, however, to maintain, because the term ‘“aesthetic” is so com-
monly associated with the artistic and because it can be argued that even judgments of
unity, intensity, complexity, etc. in artworks implicitly rely on some basic art-historical
knowledge.

(8) A specific kind of artistic value could be called art-technical value. Such value
relates to the skill, technique, or technical innovation displayed by an artwork. We can,
for example, regard the content or form of an artwork as not particularly worthy of
appreciation but still value the virtuosity of technique or invention that the work or its
performance displays.

(9) Art-historical value concerns the value an artwork has for art’s history, either by
its providing evidence of historical innovation or influence, whether technical, stylistic,
or in terms of new content, or by simply being a crucial historical artifact for art history.
Though some viewers find Picasso’s Desmoiselles d’Avignon a very unattractive paint-
ing, its artistic value in terms of art-historical value (as the harbinger of cubism) cannot
be denied. Physical rarity, because very few other surviving exemplars of its period or
style have been found, adds to appreciation.

(10) Related to art-historical value is artistic cult value. Through a history of appre-
ciation and dissemination, a particular artwork, for example, Leonardo da Vinci’s La
Gioconda, becomes identified as a hallowed locus of artistic genius and a paradigm of
self-represention. The strength of the aura, to which Benjamin refers, gives value to the
reproduced versions of the image, and the volume of reproductions, in turn, increases
the cult value of the original.

Some of the works of art created also have economic value. Economic value is a
property which all works can attain, irrespective of the kind of artistic value attributed
to a particular work. Money is paid in exchange for original works, copies of originals
(books, prints and disks), and performances of musical or theatrical scores. Certain
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patterns of demand and supply are directly connected to some of the artistic values
sketched above.

The ability of public expression has made artworks a valuable resource for the in-
stitutions of power and their public households. When religious institutions controlled
a large portion of social power, their demand for works which could transport their
messages and rules was high (1). It has dwindled since, to be replaced by political insti-
tutions (4), educational institutions (3) and by a recognition that the expressive power
of art makes it a legitimate candidate for public financial support (2).

Art’s cognitive value (5) communicates a “wide variety of truths” and it trains “sym-
bolic skills”. An economically relevant truth is social status, transported with symbolic
skills. Individuals and communities know how to represent their status through the pur-
chase of art works, through buying the right to attendance and through the acquisition of
decorating items that are associable with artworks. High market values signal high so-
cial status, and therefore the prices of certain works may be bid up without any change
in the artistic value of the works. While cognition is directed outward, pleasurable expe-
riences (6) are directed inward. The desire to make time pass pleasurably is a powerful
motive for spending income. The share of entertainment goods and services in total ex-
penditure increases over time, as more immediate pleasures of “arousal” are saturated,
to use Scitovsky’s term. Since stimulation produces constantly new variations, works
of art become a valuable source of inspiration for authors, and they attain, due to the
media attention, widespread popularity among consumers which steps up demand for
originals and copies.

Artworks achieve part of their impact because of the pleasure gained in experiencing
virtuosity. Artworks are judged by the degree to which they satisfy formal qualities (7).
The technical challenges contained in the execution of an artwork are mastered by only
a few (8). Excellence implies scarcity. Kinds of works which are in shorter supply can
command higher prices. Rarity is also a key factor in art-historical value (9). The eco-
nomic value of a historical item, like a book from the first edition of a successful novel,
also increases with a decrease in specimens available. Finally, the paradigmatic unique-
ness of works that have been attributed “cult value” (10) increases the demand for
copies, for travels to the location of the cult work or cult event and for other works
associated with an “icon”.

Economic value increases when several varieties of artistic value are combined in a
single work. The highest prices are attained for rare works or performances by most
highly ranked masters that combine emotional impact with status and entertainment
value. In contrast to ordinary consumption goods, the value of physical artworks is
sustained or even increased over time, making such works effective stores of economic
value.
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8. The logic of aesthetic and economic evaluation

Philosophical theories concerning the logic of evaluating art are focused on three related
topics: the logical status of evaluative judgments, the role of reasons in evaluation, and
the general structure of evaluative argument [see Shusterman (1980, 1981)].

(1) The logical status of evaluative judgments concerns the question of whether they
are propositions that have descriptive truth value, are prescriptive expressions of feeling
or of recommended decisions to take a particular attitude to the artwork or, finally, are
neither descriptions nor prescriptions but rather performative verdicts that themselves
establish the evaluation they make. These different options are respectively advanced by
descriptivist, prescriptivist, and performativist theories of evaluation. Descriptivist theo-
ries can be divided further into subjectivist, relativist, or absolutist theories according to
whether the alleged descriptively true statement of value refers only to a particular sub-
ject, or is relative only to particular criteria of evaluation, or is meant to have absolute
or universal reference. The subjectivist descriptivist construes the assertion that “art-
work W is valuable” as meaning “artwork W is valuable to me”. Literary masters such
as D.H. Lawrence and Walter Pater argued for this position, Lawrence (1936, p. 539)
claiming that “literary criticism can be no more than a reasoned account of the feeling
produced in the critic by the book he is criticizing.” In contrast, absolutist (or objec-
tivist) descriptivists — such as the renowned critics Matthew Arnold, the early T.S. Eliot,
and Yvor Winters — claim that evaluative judgment is about the artwork itself “as it re-
ally is”. Though the subjectivist position may seem overly personal and impressionistic,
Pater (1912, p. 10) shrewdly defends such evaluation by arguing that “in aesthetic crit-
icism, the first step to seeing the object as it really is, is to know one’s own impression
as it really is”. The relativist occupies an intermediate position of evaluative descrip-
tivism. He admits that some evaluations are better than others and that some are plainly
wrong. But recognizing that there are often conflicting evaluations of an artwork that
seem well-reasoned and adequate, he rejects the absolutist assumption that there must
be only one true evaluation and that all others must be regarded as false. The relativist
therefore construes evaluative judgments as true or objective relative to some standard
that is deemed adequate. Among the many theorists and critics who advocate forms of
relativism, E.D. Hirsch (1969, p. 33) clearly formulates the key idea that though “there
is no privilege [of a particular evaluative standard] in literary evaluation, there is nev-
ertheless objectivity and accuracy, and these reside entirely in the judged relationship
between the literature and the criteria we choose to apply to it”.

Other theorists construe evaluative statements not as descriptive propositions at all.
For an emotivist—prescriptivist, such as A.J. Ayer (1971), critical judgments “are pure
expressions of feeling and as such do not come under the category of truth and false-
hood” but are instead meant to make us share the feelings and attitude expressed in
the evaluation. To lack truth status does not entail lacking efficacy in communicating
a work’s felt value and convincing others of it. An alternative position, performativism
builds on J.L. Austin’s theory of performative utterances. It argues that evaluative judg-
ments do not describe the work’s value in itself or for the subject who judges, but instead
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display or create the work’s value. As Margaret MacDonald (1954, pp. 121-122) formu-
lates it, “to affirm a work good is more like bestowing a medal than naming any feature
of it or of the status of its creators or audience. Verdicts and awards are not true or false.
They may be reversed but not disproved. But they can be justified and unjustified”. To
give some common examples, when an important book reviewer writes in his review
that a book is highly recommended, he institutionally renders it such, thus augmenting
the value it is critically accorded. The same goes for the nominations and awarding of
artistic prizes.

With respect to these different theories of evaluative judgment, one is led to conclude
that none is entirely acceptable because each has more than a grain of truth. Evalua-
tive judgments are in fact diverse in form and function; descriptivism, prescriptivism,
and performativism can all find some evaluative judgments that support their different
analyses.

(2) Critics and art lovers do not simply offer evaluative judgments, they give reasons
for them. What role do these evaluative reasons play? Some theorists argue that evalua-
tive reasons play a logical role of evidence or validating principles. Monroe Beardsley,
for example, views the reason “this work is unified” as providing some evidential confir-
mation that the given artwork has value because it provides inductive evidence that the
work is likely to produce an aesthetic experience (which has value). Beardsley argues
that the logical relation of unity to aesthetic value is similar to that between “The food is
dangerous” and “It is crawling with salmonella bacteria”. Reasons relating to complex-
ity and intensity are likewise evidence, though not necessary or sufficient conditions, for
affirmations of aesthetic value, since objects possessing those qualities tend to produce
aesthetic experiences [Beardsley (1958, pp. 533, 535)]. Similarly, when critics appeal
to the fact that a classic work has passed “the test of time” or that a work has been his-
torically very influential, they are arguing for its value on the basis of evidence from the
strength of its positive past valuation. As Samuel Johnson (1709-1784) classically for-
mulated this empirical position: “to works not raised upon principles demonstrative and
scientific [e.g., mathematical or deductive], but speaking wholly to observation and ex-
perience, no other test can be applied but length of duration and continuance of esteem”
[Johnson (1957, p. 9)]. This evidential approach is still widely used in contemporary
evaluations of art. Lionel Trilling, for example, in advocating the aesthetic value of The
Great Gatsby, notes that the book has “gained in weight and relevance over time” and
then reasons that “this could not have happened had the book’s form and style not been
right as they are” [Trilling (1950, pp. 251-252)]. Another critic, Graham Hough, argues
that the value of Dante’s work is not logically challengeable, since “it would be a very
strange position to hold that Dante’s fame and influence were no evidence of literary
merit” [Hough (1966, p. 76)]. Indeed, to say that an artwork has been influential and
important is already to make a claim about its art-historical value.

In contrast to these logical theories of evaluative reasons, Charles Stevenson (1855-
1950) offers (1957) a causal theory, urging that such reasons refer to the causes or
motives that determine the critic’s attitude to the work and are expressed by the critic
in order to recommend those motives and attitude to the public. This sort of reasoning
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can be found in a famous essay by T.S. Eliot that savagely criticized Milton’s poetry,
arguing that although “great” in its way, it was a grave danger and bad influence for con-
temporary poets because it emphasized qualities such as grandiloquence, sonority, lack
of visual concreteness that were opposed to the sort of poetry that Eliot and his cohorts
were trying to establish and that was exemplified by the seventeenth-century “Meta-
physical Poets”. Once Eliot’s poetic revolution was successfully achieved, he wrote
more positively about Milton while defending his earlier negative evaluation as right
because of its justifiable motives in revolutionizing English poetry: “poets engaged in
such a revolution will exalt the virtues of those poets of the past who offer them ex-
ample and stimulation, and cry down the merits of those poets who do not stand for
qualities they are zealous to realize. This is not only inevitable, it is right” [Eliot (1975,
pp. 272-273)].

A third position, perceptualism, claims that reasons in artistic evaluation function as
rhetorical devices for focusing attention on the work in such a way that the affirmed
value will be directly perceived. The reasons do not function as logical evidence but
rather as instruments of perceptual persuasion which lead the critic’s readers or audience
to see or experience the value the critic perceives in the work and thus to share the critics
evaluative verdict. For example, in justifying a positive evaluation of a painting, a critic
may point to a particular line or feature of the work. This particular feature can lead an
observer to see the work in the way the critic does and thus be perceptually convinced
of the critic’s evaluative verdict. Wittgenstein (1970) and many of his followers have
propounded this perceptualist view of critical reasoning, and many examples of such
reasoning can be found. Thus, with respect to the logical role of reasons in aesthetic
evaluation, we again find that none of the major theories is entirely right or wrong,
since the arguments of critics partially fit each of these theories.

(3) Closely related to the role of evaluative reasons is the issue of the general log-
ical form of evaluative argument: is it inductive, deductive, or something altogether
different. Beardsley (1958, pp. 471-472) argues that evaluative argument is “elliptical
induction”, since he denies there are any universal, absolute criteria from which we
could deductively derive a true evaluative verdict.'> However, Beardsley maintains that
there are nonetheless criteria such as unity, complexity, and intensity that provide in-
ductive evidence that an artwork which possesses them will be good. We have already
noted that arguments relating to the test of time or historical influence are also induc-
tive. Such arguments have themselves stood the test of time, extending from Longinus
in antiquity to contemporary advocates [Savile (1984)].

In contrast, other authors claim that evaluative arguments should be deductive, based
on the critic’s clearly formulated norms of judgment and her description of the work
in question. When we look at the practice of evaluating critics we can sometimes find
arguments that look deductive in general form. Johnson and Coleridge argue deductively
for the greatness of Shakespeare’s dramas by trying to show these plays display the

12 An example of such a universal criterion would be “all works having unity must be valuable”.
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essential principles of dramatic greatness. Evaluative arguments that are based on genre
rules seem to have an overarching general deductive structure, where one proves the
excellence of the work by showing that it meets all the necessary rules of excellence
or properties of value of the esteemed genre. Joseph Addison, for example, argues for
the excellence of Paradise Lost by demonstrating it satisfies Aristotle’s “rules” for epic
poetry and has all “the beauties which are essential” to that genre [Addison (1943,
p- 280)]. Harold Osborne’s declared norm of artistic judgment is that a work of art
should be “an organic whole of interlocking organic wholes”, and he maintains that
any work that truly meets that description would have artistic value. However, Osborne
admits that to demonstrate that a work indeed has this organic nature requires reasons
that operate perceptually rather than deductively or inductively [Osborne (1952, p. 203;
1955)].

Some evaluative arguments about art do not display a clear inductive or deductive
form but instead consist of a complex arrangement of focusing remarks, analogies, con-
trasts, leading questions, and suggested responses that attempt to bring the reader to a
particular desired conclusion. Such arguments, which rely very much on the perceptual-
ist role of reasons, have been described as dialectical or rhetorical [Shusterman (1980);
Wisdom (1957)]. This style of reasoning is very salient and self-conscious in the influen-
tial English critic Frank Raymond Leavis (1845-1978) who characterizes his evaluative
argument as not “measuring with a norm” but as convincing through a collaborative-
persuasive appeal to the reader “in terms of concrete judgments and particular analyses:
‘This — doesn’t it? — bears such a relation to that; this kind of thing — don’t you find it
s0? — wears better than that’ etc.” [Leavis (1976, p. 115)].

There is thus not one general logical form of argument in evaluative reasoning about
art. This should not surprise us, since we saw similar plurality with respect to the logi-
cal role of evaluative reasons and the logical status of evaluative statements. Evaluative
logic, to conclude, is clearly pluralistic. This need not be seen as a weakness. The dif-
ferent logics of aesthetic evaluation reflect the different motives, aims, and contexts that
we have in evaluating art as well as the different competing values that art embodies
and promotes.

Analytical philosophy clarifies the rich variety of aesthetic argument. It locates the
source of value in subjective, yet communicable perceptions of truth, emotion and
honor, it reveals that motives of artistic or academic recognition lead to the development
of reasons in order to persuade others, and it demonstrates how the full range of heuristic
devices is employed, from persuasive induction to stringent deduction, and from simple
analogies to complex rhetorical patterns. Most importantly, it demonstrates that artistic
valuation is a constantly shifting, competitive process. This process is played out in a
variety of arenas. It takes place before festival juries, prize committees and journal ed-
itors. It generates evaluative rankings, both of the artistic value of the works and of the
judgmental skill of the juries.

Economic theory is concerned with an entirely different mode of evaluation. In this
mode, evaluation does not take place through judgment but through actual exchange:
the buyer gives up a sum of money and gets control over the item bought. All relevant
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information has been obtained and all the arguments have been delivered when the
exchange takes place. Therefore, the economic value of a work is contained in the price
last paid, or in the sum of the prices paid for copies or performances of an artwork.

The simplicity and unambiguity of the market mode has been identified as one of the
reasons for its success. However, economic theory is well aware that the emergence and
the successful performance of actual market institutions is the exception rather than the
rule under conditions which deviate as far from the standard commodity assumptions
as artworks do. Art works are typical “information goods”: they are uncertain in their
effects, they are public in nature and their cost of multiplication has steadily decreased
since the invention of print with movable letters. Under such conditions, market valua-
tion is improbable. There may well be heated debate and exchange of words, but why
should money equivalents be offered if the effect of a good is uncertain, access to it is
free, and imitations are cheap?

Following recent institutionalist theory, behavioral arrangements and rules should
emerge which effectively decrease uncertainty, reduce access and discriminate against
imitations. In fact, a vast volume of market valuations for art works does take place in
contemporary economies. Specialized professions, like agents, dealers, fair organizers
and art critics, have established themselves. Special laws protect the rights of artists and
performers to the commercial use of their works. Finally, the judgments of experts for
rankings of artistic value provide stability for expectations of future value. There are
still cases of grave impediments to exchange, like Land Art works which lack trans-
portability and durability, but artists have shown that even such ephemeral projects can
be financed through the sophisticated sale of reproductions. For the most part, artistic
expression has accepted formats which improve marketability, like transportable framed
canvases, or music pieces of supportable length, or gripping narratives.

While the valuation processes observed by aesthetic philosophy and by economics
remain logically distinct, their performative interdependence in real life has grown.
In consequence, the academic disciplines observing them gain insights by taking each
other ‘s results into consideration.
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