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Introduction

This research analyses the forces shaping trade in the international market for works 

of art using both descriptive and econometric analysis. It also explores the 

institutional structure of the art trade specialising in the regulatory and policy 

framework of the EU art market. Although art trade takes place on arguably one of 

the most internationalised markets, and although it exhibits a number of interesting 

features warranting special attention, the economic research on trade in art has up 

to now been minimal. This thesis addresses this gap in the literature by 

comprehensively describing and analysing the international art market, the EU art 

market, and the centre of trading art in Europe, the UK. It recognises at the outset 

that works of art differ substantially from other goods due to a number of features: 

they are unique, heterogeneous, and have no close substitutes; they are portable, 

storable, and durable consumer goods, and financial assets at the same time; their 

value often increases over time; they are collectable items and often displayed or 

exhibitioned privately or publicly; and a large majority of trade takes place between 

art consumers on secondary markets rather than primary sales between the artist 

and final consumer. Because of these different features, one would expect the trade 

in works of art to be governed by different forces than trade in other goods. Gravity 

analysis is used to examine the forces affecting both international and EU art trade 

and to show how they do indeed differ from trade in other goods.

The first chapter looks at international trade in unique or fine art. It starts by defining 

art works and examining their key economic characteristics. It then examines the 

setting for the analysis giving an overview of turnover and trade on the international 

art market. Gravity analysis is then carried out using bilateral trade flows in the 

OECD to examine variables that influence different forms of fine art and how they 

may differ from total trade and trade in other manufactured goods. The chapter also 

examines in depth some problems encountered using art trade data.

The second chapter analyses the rationale for restricting the international trade in 

art, namely protection of the national artistic patrimony. It develops the reasoning as 

to why governments intervene in the market for works of art and what is the meaning

1



of national patrimony. The rationales for state ownership and interventions in the art 

market are considered in light of the non-private benefits that this category of art 

produces. Arguments relating to distributional concerns in the international 

movement of art are developed along with the 'endowment effect' that can arise 

when dealing with potential transactions of patrimony art. Finally it provides a 

taxonomy of restrictions used to prevent art objects leaving a nation, namely export 

restrictions and pre-emptive rights, import regulations, tax policies and incentives 

and regional and international regulations. This chapter forms the basis of the paper 

entitled "Restricting International Trade in the National Artistic Patrimony: Economic 

Rationale and Policy Instruments" (with John O'Hagan) published in the International 

Journal of Cultural Property (2001).

The third chapter studies Europe's most important art market, the UK, with a 

descriptive and empirical analysis and overview of its institutional framework. It looks 

at the size of the auction and dealers market in the UK, prices obtained at auction 

and trade. It describes how various government policies affect the flow of works to 

and from the UK. The chapter focuses first on measures to protect the national 

artistic patrimony namely export regulation and tax incentives and reports their use 

over an 8-year period. It also reviews the UK's collective obligations to patrimony 

internationally and specifically as a member of the European Union. Finally it 

examines two newer policy measures namely VAT and Droit de Suite, both of which 

are currently being harmonised in the European Union. The sections on export 

restrictions and tax incentives in the chapter forms the basis of "Export Restrictions, 

Tax Incentives and the National Artistic Patrimony" (with John O'Hagan) in Cultural 

Trends (2001). The chapter also formed the basis of the solo-authored work entitled 

"Government Intervention and the UK Art Market" published as a chapter in The UK 

Cultural Sector: Profiles and Policy Issues (2001). Droit de Suite is also discussed in 

detail in the Appendix C which forms part of the paper" Implementing Droit de Suite 

(Artists’ Resale Right) in England," which has been published by the Arts Council of 

England (2001).
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333The fourth chapter analyses the institutional framework governing trade in the 

works of art within the European Union and the influence that member states’ 

policies have thereon. This is the first comprehensive analysis of regulations 

concerning works of art in the EU. Intra-EU art trade is characterised by heavy 

interventions by member states, including export restrictions as an exception to the 

Single Market, different direct and indirect fiscal support, different resale royalty 

rights within the EU and value added taxation under the origin principle. Each of 

these features sets art trade apart from other intra-EU trade, which is already true 

due to the basic characteristic of international art trade: It is predominantly trade 

between consumers. The chapter constructs an innovative form of the gravity model 

to include variables based around hypotheses concerning restrictions imposed on 

trade flows of art within the EU. It develops a series of original hypotheses of the 

effects of government policies on intra-EU art trade and then empirically assess their 

validity.

Chapter Five provides a summary of the main findings and conclusions.
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Chapter 1. International Trade in Art and its Determinants

1.1 Introduction

Many economists have argued that the market for art functions at least as well as 

many others (albeit imperfectly and with certain special features) as it allows market 

transactions by voluntary consent in which buyers and sellers mutually benefit. If art 

is a commodity like any other, economic reasoning suggests it should be freely 

traded both domestically and internationally to enhance efficiency as well as 

societies welfare. There are opponents of this view however who feel art is beyond 

the realms of economic calculation and that its very raison d’etre is that it is outside 

material and commercial considerations. They would argue that to attempt to classify 

works of art as commodities like any other whose value can be somehow measured 

with a price tag is not only a false but also a vulgar conception.^ Whatever view is 

taken, it is a fact that trade in art makes up a substantial and lucrative market which 

has continued to develop despite various downturns in the world economy.

This chapter examines the international art trade. Although the art market is 

arguably one of the most internationalised and although it exhibits a number of 

interesting features warranting special attention, the literature on trade in art is 

minimal. Van Hemel et al. (1996) look at various aspects of international trade in 

cultural goods but concentrate on reproducible art such as movies and the 

European-American controversy around GATT rather than the specifics of unique 

'fine art' which is turned over on secondary markets. Marvasti (1994) also looked at 

world trade in cultural goods (books, newspaper and periodicals, sound recordings, 

and developed films) but not on trade in works of art. Again, such goods are not 

traded in secondary markets as they are easily reproducible and produced under 

very different technologies (economies of scale). Schulze (1999) analyses the 

distinctive features of art trade and the applicability of trade theory to the case of art

'This view is exemplified well by Meyer (1977) who quotes the words of the painter Pissarro in the late 1800's as: 
the collector today who regards a painting as a share of stock is vulgar...it is disgusting to be in such a 

degenerate business...” or Adams (1937) “... To attempt an estimate of the money value of the artistic content of 
our museums would be an intellectual vulgarism... (art) is a service to society as free from the rules of demand 
and supply as the service of law..." (Adam,1937:2))
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and shows the difference between trade in unique art and in reproducible art such as 

CDs, books etc. Schulze (2001) shows that art trade displays a distinctively different 

pattern than overall trade using Gravity Analysis. This chapter builds on this seminal 

work using more refined analysis of the international trade in different forms of art. 

The Chapter is set out as follows: Section 1.2 clarifies the type of art trade to be 

discussed, namely unique or original works of art. Section 1.3 describes the 

international art market in terms of size, turnover, and trade. Section 1.4 considers 

what shapes the international trade in art, introducing the gravity model which is 

used to investigate bilateral trade flows. Section 1.5 discusses some of the problems 

in using art trade data and applies the gravity model to international art trade data to 

empirically examine differences between it and total trade. Section 1.6 discusses 

results and findings and Section 1.7 concludes the chapter.

1.2 Definition of 'Art Work' and its Key Economic Characteristics

It is important to define which sort of commodities or 'art' is under analysis. Even in 

the legal profession, where one would expect a precise elucidation with art having 

been a subject of law throughout history, there remains a proliferation of often 

contradictory definitions.^ For the purposes of this economic discussion, however, 

rather than seeking a universally accepted definition of art, arts output can be 

categorised into three broad types. Schulze (1999) distinguished three categories of 

art:

1. The live performing arts (e.g. concerts, theatre);

2. Reproducible art (e.g. films, CDs, books); and

3. Unique or non-reproducible art (e.g. paintings, sculpture and other artefacts). 

These forms of art differ substantially from each other in three important respects: 

durability, production technology, and associated degree of uniqueness. The 

performing arts are largely ‘art services’ and are therefore non-storable, and may or
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may not be unique depending on the performers and performances given. 

Reproducible art can be seen as a commodity in many respects like any other -  

once initially produced it is storable, easy and cheap to reproduce, and relatively 

freely traded. In the production of this art form there are generally scale economies 

at some stage of the production process. For example once a film is shot or an 

album is recorded in a studio, the actual good for sale (the film or video or the CD) is 

easy and relatively cheap to reproduce.^

The focus of this chapter is on unique or non-reproducible art, namely paintings, 

sculpture, and other art/historic artefacts. Paintings and sculpture are unique -  each 

original work is distinctive or a ‘one-off’ even if it is copied or produced in the style of 

another artist. In economic terms this means that they are highly differentiated 

products with a lack of close substitutes. One could argue that there may be close 

substitutes for individual works- for example a collector concerned with potential 

financial returns maybe equally happy to own an oil painting by Manet as by another 

impressionist say Monet or Renoir. However, the aesthetic and prestige returns in 

owning certain particularly well known pieces is arguably un-substitutable. They are 

also very durable and storable over time as their value does not depend on any 

degenerative practical function and generally works of art tend to maintain or 

increase their temporal value. Their uniqueness, coupled with high relative durability, 

makes these works ‘collectors’ items’, for which there is a strong secondary market. 

Most works of art may be termed "positional goods." This term coined by Hirsch 

(1977) refers to goods that are unique or rare enough to be socially distinguished 

and whose ability to be purchased depends on ones relative rather than absolute 

economic position. Works of art are positional goods in the sense that their supply 

cannot be augmented in the same manner as other goods. This explains why 

increased demand for them cannot necessarily increase supply and instead raises

^Chatelain (1982) provides an interesting account of thie causes and problems of the obscurity of definition of art 
in the law. He notes that it stems not only from the diversity of the various forms of art but also due to the 
differences in approach and objectives of different pieces of legislation (e.g. legislation to protect the national 
patrimony vs. protection of the artist vs. protection of the art buying public). He also makes clear the problem that 
this lack of clarity causes, as whichever definition is adopted establishes the limits of the application of fiscal and 
administrative measures as well as defining what potentially constitutes ‘ artistic patrimony’ which is discussed in 
Chapter 2.
 ̂ Schulze (1999) points out that in this reproduction, the variable costs to produce for example the additional CD 

are low but the fixed costs may be high, for example the costs to set up and run the factory, printing machines 
etc. He states that economies of scale in this reproduction cause concentration of production activities as this 
minimises these fixed costs.
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prices as well explaining the predominance of trade on secondary markets. Schulze 

(1999) points out that this is a highly distinctive feature of this form of art. Although 

there is a primary market where artists (producers) sell directly to first consumers, 

the bulk of trading is on secondary markets between consumers. On primary 

markets prices tend to be lower than secondary markets as when an artist first sells 

a work, it can take considerable time before it is recognised for its artistic value, 

rarity, historical importance or notoriety. This is again connected to the distinct 

feature of the value of works of art not to depreciate over time and often to 

appreciate, and further separates works of art from even other goods traded on 

secondary markets. For example, on the largest secondary market, the market for 

used cars, buyers generally purchase reluctantly for fear of being landed with a 

"lemon" and hence the price gap between primary/ and secondary markets tends to 

be significantly in favour of the former. With works of art, however, collectors will 

often be more wary and pay less for new and contemporary artists works whose 

value may not be as well established as older, more renowned works sold on 

secondary m arke ts .These  features make the market for works of art very different 

to those of other commodities and hence the application of standard economic 

theory, and particularly trade theory, of limited relevance.

1.3 Description of the Art Market

1.3.1 Total Sales

Based on estimates of auction and dealer sales carried out by Market Tracking 

International (2000), the global art and antiques market exceeded 18 billion Euro in 

1998. The EU accounted for 50 per cent of sales at approximately 8391 million Euro 

and the US share was 42 per cent or 7506 million Euro. Within the EU the UK is by 

far the largest art market with sales of 4710 million Euro representing 26 per cent of 

world trade and nearly 60 per cent of that of the EU.

“ See Scitovsky (1994) for a discussion of second hand markets.
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Figure 1.1 Total International Art Sales 1998

Other
7%

Switzerland

□  US mEU  ■Sw itzerland D O the r 

Source: Market Tracking International, 2000

The only other significant markets in the EU are France, the second largest EU 

market with 34 per cent share or 2841 million Euro turnover, followed by Germany 

with 6 per cent or turnover of 485 million.

The turnover of the 12 largest art markets internationally in 1998 is given in Table 

1.1 ranked in descending order. The term turnover is used here to represent dealer 

and auction sales in the given country. The source used, for reasons of consistency, 

is Market Tracking International (2000) which is the most inclusive source available 

and only one which reports both dealer and auction sales.



Data on art sales however are plagued by inconsistencies. For example, taking the 

relatively accurately recorded auction sector, Art Sales Index (2000) report auction 

sales in the UK in 1998 as 302 million Euro versus 2 414 million Euro in Market 

Tracking International (2000) estimates, constituting an eight fold difference in 

reporting. A large source of differences in reporting stems from what each source 

classifies as a "work of fine art". Market Tracking International (2000) classify fine art 

as paintings, works on paper, decorative art, antiques, and others. Art Sales Index 

(2000) use a narrower classification in reporting auction sales, i.e. paintings, works 

on paper, prints, sculptures/miniatures and photographs. Although these may 

explain some of the difference it is unlikely to be the sole attributable cause and 

inconsistencies in reporting sales do exist. ^

Another important difference is that Art Sales Index data do not include "buy-ins" yet 

these are included as part of auction house turnover in the Market Tracking 

International estimates. "Buy-ins" are where the work of art for auction is not sold to 

the public but bought "in house" by the auction house. At auction, once the bidding 

stops, the art work for sale is said to be "knocked down" or "hammered down" at the 

so-called "hammer price." Items that are knocked down however are not necessarily 

sold to buyers due to the practice of "buying in." Sellers at auction will generally set 

a "reserve price" for the sale and if the bidding does not reach this level the item will 

go unsold or be bought in. These items will appear to have been sold when 

hammered down and it is generally not until after the auction that the auctioneer 

reveals whether and at what price the item was actually sold. An item that is bought 

in may be put up for sale at a later auction, sold elsewhere, or taken off the market 

(making the inclusion of buy-ins in auction data a form of double-counting). 

Ashenfelter (1989) estimated that around one third of paintings sold at auction were 

in fact bought in house.® (The difficulties with art data are not confined to sales 

figures. The problematic aspects of art trade data are discussed in Section 1.5.2.)

® The British Antique Dealers Association (2001) estimate that the turnover of their 400 members from the 
antiques market in the UK was in excess of £700 million in 1998. If we convert this to Euro, again using the same 
exchange rates as those used in the Market Tracking International report, this would be an additional 483 million 
Euro which added to the Art Sales Index total would make 785 million. Again even given that this is an under
estimate of the total UK antiques market and giving leeway for further art categories not included in Art Sales 
Index figures, it still leaves a very large gap between the two figures.
® This is based on Impressionist paintings sold in the early 1980's. He estimates that the typical buy-in rate in 
wine auctions is around 5-10per cent, and that the rate for other auctions of paintings, silver furniture and 
jewellery lies between these two rates.
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Table 1.1 Turnover of the Twelve Largest Art Markets 1998 (Million Euro)

Country Total Sales

USA 7506.20

UK 4709.50

France 2841.20

Germany 485.00

Switzerland 241.70

Austria 172.50

Italy 170.90

Netherlands 142.10

Sweden 114.40

Spain 54.40

Denmark 50.30

Australia ^ 48.50

Source: M arke t T rack ing  In te rna tiona l, 2000

International art sales are divided between sales by and those by auction houses. 

The European Commission (1999) estimated that the global split of art sales was 

approximately 77.5 per cent dealer sales and 22.5 per cent auction sales. ). Market 

Tracking International (2000) estimate that in 1998, the US dealer: auction ratio was 

estimated as 44:56 whilst that of the EU was 55:45. These two sectors of the art 

market are very different in size and features.

The auction market is dominated by the 'big two' international auction houses, 

Christies and Sothebys. It is estimated that these two publicly quoted companies 

account for some 60 per cent of auction sales internationally and run seven out of 

the top eight auction rooms around the world.® There are a number of smaller 

domestic auction houses in each of the major art markets that tend to operate mainly 

within their own domestic markets.® Geographically the world auction market is

 ̂ Australia is not included in Market Tracking International (2000). Therefore auction data are taken from Art 
Sales Index (2000), dealer sales estimated on the basis of the average ratio of auction: dealer sales in the other 
listed countries (to estimate total sales) and imports and exports are taken from  OECD (2001).
® European Commission (1999).
® Some of the smaller houses have formed alliances to expand their global coverage. Phillips the third largest 
auction house has offices in Europe, the US and Australia and has formed an alliance with the French 
auctioneers Piasa. Others include the UK based Bonhams and the French based Etude Tajan (Hayes, 1998).

10



divided between the US and the EU both with shares of around 47 per cent 

(European Commission, 1999).

The dealers market in contrast is very fragmented with the largest dealers in any of 

the international markets not controlling more than 5 per cent of total s a l e s . T h e  

European Commission (1999) estimates that there are around 100 000 to 150 000 

dealers operating internationally with around half of these in Europe and 

approximately 9 500 in the UK alone. Data on dealer sales is limited due to the 

nature of the market and the fact that most dealers are privately owned and often 

family-run businesses. The geographic distribution of dealer sales is also quite 

different to auction houses. It is estimated by the European Commission (1999) that 

the EU accounts for around 26 per cent of international dealer sales in and the US 

for a further 18 per cent.

With both the auction and dealer sectors of the market, sales of particular forms of 

art tend to be geographically specific. New York is the centre for sales of modern or 

contemporary art, although the French market also has a significant share. London 

hosts the most sales of Old Masters. Italy specialises in old Italian art although the 

most famous Italian works are often bought and sold outside of Italy due to heavy 

regulations in the Italian market. The Netherlands is a centre for Old Flemish and 

more recent art. The Swiss specialise in jewellery and Hong Kong is the centre for 

Asian art sales.

1.3.2 International Trade: Exports and Imports

Trade in works of art is truly international and nearly every country in the world 

exports or imports some form of fine art with the largest flows centred around the art 

markets of the UK and US. Table 1.2 shows exports, imports, and net exports of the 

12 largest art markets (based on volume of exports) from OECD data for works of

European Commission (1999.) It is estimated for example that the largest dealer in the UK generates only 
around five per cent of UK dealer sales, which is less than one per cent of the global total.
"  Becker et al (1995).
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art.^^ (A comprehensive table of every OECD country is given in the Appendix A, 

Section A.3 for each category of art).

Table 1.2 Imports, Exports and Net Exports of Works of Art (Million Euro) 1998*

Country Imports Exports Net Exports

US 3452.12 2113.51 -1338.62

UK 1792.49 1192.80 -599.69

Switzerland 696.97 474.15 -222.82

Germany 321.67 414.94 93.27

France 164.49 348.29 183.79

Canada 62.37 81.63 19.26

Czech 48.67 92.72 44.04

Netherlands 82.88 38.45 -44.42

Italy 32.81 39.21 6.40

Bel-Lux 75.02 32.39 -42.64

Japan 318.35 29.99 -288.36

Australia 74.06 26.21 -47.85

Source: OECD, 2001 * Exchange rate used to transform OECD data to Euros $1US= 0.85696 Euro 
(inter-bank market exchange rate 1/1/99)

The table shows that the three major art markets (the US, UK and Switzerland) are 

net importers of works of art. Trade is also predominantly between these largest 

three markets. In 1998, the UK was responsible for around 60 per cent of all exports 

from the EU and the primary destinations were the US (50 per cent of EU exports) 

and Switzerland (with 30 per cent). It also dominates the EU's import market with 

around 70 per cent share and again the main source for these imports is the US 

(with around 50 per cent) and Switzerland (14 per cent). US Census Statistics 

show that the leading destination countries for US art exports in 1998 were 

Switzerland with 39 per cent and the UK with 19 per cent. However they report 

France as the main source of imports (37 per cent) followed by the UK with 24 per 

cent.

Works of art are defined here as paintings, drawings and pastels (handmade); original engravings, prints and 
lithographs; original sculptures and statuary; collections, pieces of zoological, botanical, mineral etc; and 
antiques over 100 years old.

Market Tracking International (2000) estimates based on Eurostat.
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The difference in reported figures is again due to tlie  inconsistencies in reporting 

trade flows. There are common and material disparities between trade flows 

reported by Eurostat, the OECD, and the US Census Statistics/'* This is due to 

different systems in place for defining art works as well as collecting data and 

reporting trade flows. Another common feature is that works of art often leave 

Europe but are not reported as exports (illicit exports), but do show up as imports in 

the US Census Statistics. Besides inconsistencies in reporting, there is also the 

problem of entrepot trade or trade via "middlemen" countries. Many of the trade 

flows through the major markets of London and New York are works of art imported 

just to be sold and re-exported. The problem of entrepots and inconsistencies in art 

trade data are discussed in section 1.5.2.

Table 1.3 breaks down trade of art works into its constituent categories. Paintings 

are by far the largest category of art traded in terms of value with a share of over 38 

per cent of imports and nearly 70 per cent of exports. They are followed by antiques 

with a share of 6 and 10 per cent of imports and exports. The major markets of 

London and New York dominate trade in all categories of art. The combined share of 

the UK and US in paintings is 71 per cent of imports and 69 per cent of exports; in 

engravings 57 per cent of imports and exports; 60 per cent of imports and 54 

percent of exports of sculptures; in collections 59 per cent of imports and 44 percent 

of exports; and 80 percent and 69 per cent of the import and exports market of 

antiques respectively. Again, a major reason why the share in these markets is so 

large is due to their role as "middlemen" or entrepots in international art sales. (Full 

trade tables by country and category are given in Appendix A, Section A.3).

Table 1.3 also shows clearly that art trade makes up only a tiny proportion of total 

trade. All categories combined make up only 0.83 per cent of total imports and 0.45 

per cent of total exports.

As an example, exports of a paintings in 1998 from France to the UK were compared between Eurostat and 
OECD figures. Both sources use similar data collection methodologies and identical product definition but
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Table 1. 3 Trade in Works of Art in the OECD 1998 (IVlillion Euro)

Art Work Exports Imports %Art %Art %Total %Total

Exports Imports Exports Imports

Paintings 8958.10 11732.84 79.62 81.02 0.181 0.336

Sculptures 493.75 496.69 4.39 3.43 0.010 0.014

Engravings 147.31 177.21 1.31 1.22 0.003 0.005

Colins 318.02 281.75 2.83 1.95 0.006 0.008

Antiques 1333.19 1792.60 11.85 12.38 0.027 0.051

Total 11250.37 14481.09 100.00 100.00 0.227 0.414

Source: OECD, 2001

1.4 A Gravity Model of International Trade

Empirical analysis of trade data has focused on descriptive accounts of the location, 

structures, and trends of trade as well as inter-temporal extrapolations and cross- 

section studies. The cross-country analysis of trade volumes is known as ' gravity 

analysis' and is used in this chapter to analyse international trade in art objects.’  ̂

Gravity models have been used frequently in empirical analyses of international 

trade and foreign direct investment flows. In its simplest version, the gravity model 

links bilateral gross trade flows to the size of the countries as measured by GDP and 

the distance between countries. The idea is that demand for and the supply of 

traded goods depend positively on the size of the countries involved, but are 

negatively affected by transaction costs, which are linked to the distance between 

the trading partners. The distance may not only reflect transportation costs, but also 

cultural proximity and information costs. People are better informed and have closer 

ties with nearby people. Various policy and regulatory measures in place in different 

countries may also form potential barriers to trade. Brulhart (1998) summarises the 

three fundamental determinants of bilateral trade in the gravity model:

showed a difference in reported trade of over 0.9 million Euro.
The term 'gravity analysis' comes from Newton's Laws of Gravity in physics which basically states that the 

force between two bodies is positively related to the sum of their masses and negatively to the distance between 
them, i.e. F (the force of gravity) = G (universal constant of nature) x  (mass 1) x (mass 2) /  (distance between 
them) squared.
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1. Export Supply (which is captured by the variable for income or income per capita 

of the exporter);

2. Import Demand (captured by income or income per capita of the importer); and

3. Transaction Costs (captured by variables representing physical distance, cultural 

proximity, information costs and policy barriers).

Tinbergen (1962) first used the gravity approach to study international trade flows; 

Linnemann (1966) made it popular and added new variables to account for 

population; many others followed.'® The more sophisticated versions include income 

per capita and dummies for a common border, a common language, or trading 

blocs. The gravity model has worked remarkably well in empirically analysing trade 

flows. Deardorff (1984: 503) in his survey article states: ” ln spite of their somewhat 

dubious theoretical heritage, gravity models have been extremely successful 

empirically.” When first introduced, these models did not have a solid theoretical 

foundation, but were motivated by plausibility arguments and justified by their 

remarkable performance. Anderson (1979) provided theoretical explanations of the 

gravity equation for traded goods, using the assumptions of Cobb-Douglas and CES 

preferences and product differentiation by country of origin (the 'Armington 

Assumption'). Bergstrand (1985) used similar assumptions to derive the gravity 

model as a reduced-form partial equilibrium equation including price variables. Later 

on, it was shown that the gravity model followed from monopolistic competition 

models (Helpman and Krugman 1985). However, Deardorff (1995) showed that a 

gravity equation can also follow from a Heckscher-Ohlin model when the Armington 

Assumption of internationally different products holds. He obtains the same result 

with monopolistic competition, complete specialisation in a Heckscher-Ohlln world, 

or trade impediments.

Evenett and Keller (1998) also analyse the Hecksher- Ohiin model and Increasing 

Returns trade theories to see which can best account for the gravity equation. They 

find that the volume of international trade is determined by the extent of product

Contributions include Aitken (1973) who added a dummy for membership of Free Trade Area; Frankel et al 
(1993) using a dummy for common regional group; and many others who applied the model to different types of 
trade data- including Brulhart and Kelly (2000) and Hamilton and W inters (1993) using trade with CEECs, and 
Schulze (1999) who was the first to apply the model to the art trade.

15



specialisation which may be due to either increasing returns or factor proportion 

differences or both. In reality, observed trade flows may not be defined by a distinct 

standard model but from a combination of determinants of trade flows in several 

models plus certain un-modelled exogenous factors. In different circumstances or 

samples, however, one would expect different models to account for a large 

proportion of trade flows. Feenstra, Markheusen and Rose (1999) reiterate that the 

gravity equation can be consistent with various alternative theoretical justifications- 

the most plausible of which rely on product specialisation. Trade in differentiated 

goods, therefore, offers the archetypal case in which to generate gravity type flows 

in a given sample of data. The empirical success of the model in also explaining 

trade in homogenous goods stems from its broad theoretical foundations. The 

gravity model can be derived for both differentiated and homogenous goods, with 

alternative theories will predict subtle differences in key parameter values.

Haveman and Hummels (1996), in an analysis of the various theoretical 

explanations of the gravity equation, found that in its simple form, the model is in fact 

consistent with several theoretical justifications each having implications that are 

inconsistent with various empirical findings regarding bilateral trade. They state: 

"The gravity model has traditionally been criticised for lacking theoretical 

foundations. The true problem is it has too many " (Haveman and Hummels, 

1996:2). The gravity model thus does not support a distinct trade model and 

Deardorff’s statement remains true: "It seems clear... that the gravity equation, and 

elaborations of it, tell us something important about what happens in international 

trade, even if they do not tell us why " (Deardorff, 1984: 504).

Whilst the gravity model cannot be derived form all standard models of trade, it 

arises from all models of trade with national product differentiation. Trade in fine art 

represents trade in a highly differentiated product. Nationality and origin of the art 

works are also very important features. Trade of all but contemporary art is also 

trade in a differentiated product which is available in fixed quantities at a given time. 

Given these features, works of art offer somewhat of a model case in which one 

would expect the gravity equation to work very well, and better than total trade or
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trade in an homogenous product. To investigate this, the gravity model is applied to 

art trade in the next section.

1.5The Gravity Model and International Art Trade

1.5.1 A Gravity Model of Art Trade

The standard gravity model described in the previous section can be represented by 

the following equation:

In (TRADEjj) = Constant + Pi In(GDPi) + p2 In(GDPj) + 

p3 In(DISTANCEij)

where subscripts i, j are country indices for the exporting and importing country. 

While the choice of this functional form is not completely obvious (although standard 

practice), the simple alternative of a linear relationship is clearly inappropriate as 

trade should go to zero if one of the countries’ size goes to zero. Hence, we estimate 

the natural logarithm of the bilateral trade flows as a linear function of the logarithms 

of the explanatory variables.

When applying the standard gravity approach to the art trade, a number of variables 

can be included as explanatory variables. For this investigation of international art 

trade, the model used is from Schulze (2001) and includes dummy variables for 

common border, common trade bloc, and common language as well as GDP per 

capita variables. The functional form of the model used here is as follows:

In(TRADEjj) = Constant + (3i In(GDPj) + P2 In(GDPj) + p3  ln(GDP/populationj) + 

p4 ln(GDP/populationj) + ps In(DISTANCEij) + Pe CONTIGUITYij + py LANGUAGEij + 

p8 TRADEBLOCij + REMOTEij + Ey

The contiguity variable is included to take account of the fact that countries that 

share a common border may have lower transaction costs to trade. This is standard 

practice in most gravity analysis to take account of the fact that including distance
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alone may not represent transaction costs appropriately. The variable 'remote' is 

used as a measure of the remoteness of countries i and j from other countries in the 

sample. The inclusion of this variable was argued by Polak (1996), who concerned 

with mis-specification and bias (upward for close countries and downward for 

faraway) sought a more differentiated measure for distance. Remoteness is to take 

account of the empirical fact that, controlling for absolute distance, remote countries 

generally trade more.

The common trade bloc dummy is included as trade impediments will be significantly 

lower if countries are part of a common trading arrangement or economic union. 

GDP per capita is also included as for a given size, the more developed countries 

become, the more they tend to specialise and trade. Also as art is a normal or 

luxury good, consumption and trade would be expected to rise with individual 

income. As pointed out by Schulze (2001), this rise is obvious for imports of art as 

they form part of domestic consumption but art exports should also rise with income 

level as the secondary market dominates the primary market. In other words, richer 

countries will resell more as they have a larger stock of art works to sell.

The addition of these explanatory variables is common practice in most gravity 

studies of international trade. An innovative variable introduced by Schulze (1999) to 

explicitly deal with trade in art is the dummy variable for common language. This 

variable is included in the regression to account for 'cultural proximity' which is an 

important determinant of international trade in art objects. The concept of cultural 

proximity is derived from the idea that consumption of art is positively addictive. 

Stigler and Becker (1977) point out that the marginal utility of consumption of art 

depends positively on the consumed quantity plus the ability to appreciate art which 

is a function of past consumption. Increased exposure to art will lead to increased 

demand for art and increased consumption over time. They claim that in consuming 

art, one builds up "consumption capital." The appreciation of art is a function of the 

time allocated to its consumption, as well as the training, education, and other 

amassed 'human capital' which is conducive to art appreciation. By consuming a r t ,

See Frankel, Stein and Wei (1993) who introduced trade blocs into the gravity model to study their welfare 
implications. Chapter 4 looks in depth at the EU as a trade bloc and carries out a gravity analysis of trade inside 
this free trade zone.
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one builds up art consumption capital and the more capital built up over time, the 

greater the productivity of time devoted to art and the more will be consumed. 

Becker (1996) distinguishes between two aspects of consumption capital:

1. Personal Capital: which is built up from our own past consumption and other 

personal experiences that affect current and future utilities; and

2. Social Capital: which encompasses the direct and indirect influences of the 

actions of peers and others in an individuals social network and control system. 

This social capital includes the considerable influence of the culture of the 

society that one lives in, on individuals' preferences and behaviour.

Schulze (1999) applying these concepts to the international art trade claims that this 

is why there is a 'cultural discount' observed with respect to unfamiliar art from 

abroad. Individuals will not yet have built up the same personal capital for culturally 

unfamiliar art (as they have for the culturally familiar) and social capital will also be 

under-developed as it is likely that their relevant peers will not have either. The 

implication therefore is that the closer national cultures are, the smaller the 

difference in their consumption capital, and therefore the larger the trade in art. In 

other words, the greater the cultural interaction between nations, the greater the 

build up of consumption capital of each others art, and thus the greater the bilateral 

trade in works of art. Trade in art should be a positive function of cultural proximity. 

This cultural proximity may be a function of a variety of factors including 

geographical distance, a common language, history of past exchanges, religious 

beliefs, and other factors. Distance is an important element as geographical 

closeness facilitates more intense cultural exchange but this variable is already 

represented in the gravity equation and encompasses various transaction and 

transport costs. The second proxy of common language is then used as 

representing a 'facilitator' of cultural exchange. Schulze (2001) claims that a 

common language is often the result of a common cultural history which makes the 

acquisition of consumption capital for the other culture much easier.

It is obvious that distance and language should exert a considerable influence on art 

trade. However, their links to cultural proximity are not necessarily as clear as 

implied above. Firstly, the concept of art consumption being specifically positively
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addictive may be questioned. It could be said that positive addiction holds for all 

goods and not just art works. Individuals tend to consume the same make of car, 

follow the same sports team, watch the same television programmes over time and 

so the marginal utility of consuming these goods is an increasing function of their 

level of past consumption.

More accurately it may be the case that positive addiction holds more strongly for 

goods with a high cultural content: there is a certain cultural or 'way of life' aspect to 

always owning a Volvo or being a Manchester United supporter. In fact all goods 

could be said to have a certain degree of cultural content, with works of art on the 

very high end of the scale making them more susceptible to positive addiction in 

consumption. However, the link from language (and distance) to cultural proximity 

is not necessarily straightforward. Schulze (2001) implies that people that are 

culturally similar will trade more art as they are more familiar with it, have more 

information about it, and have consumed more of it in the past. Therefore language 

and distance are included as proxies for cultural proximity. What may be a more 

realistic factor, given the variety of tastes existing within cultures, may lie with the 

huge information costs involved in buying art. Unlike other goods, when purchasing 

a piece of art a huge amount of research is undertaken by buyers and sellers before 

the sale is agreed. Buyers especially will want to hear and read about the piece 

itself, previous owners, the artist and other related features plus may want to view it 

in person several times before agreeing to make the purchase. In other words, 

buyers' tastes may vary considerably within cultures, but given the very high 

information costs involved in buying art, it is easier to view a piece that is 

geographically nearby and to communicate to a seller that speaks the same 

language. Language and distance are therefore important in determining art trade 

and would be expected to be much more so than trade in other goods but due to 

these high information costs rather than merely cultural proximity. It seems likely that 

information costs may be the dominant force in explaining why these variables are 

significant in the first place and then the idea of cultural proximity and positive 

addiction may work as a secondary effect over time.
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1.5.2 Art Trade Data and Problems in Analysis

This study uses data for 870 bilateral trade flows for works of art amongst 30 

countries as measured by imports. (Import data are used in preference to export 

data as reporting by countries tends to be more precise).’® Whereas the gravity 

analysis in Schulze (2001) uses the broad SITC classification of "works of art" , this 

study breaks works of art into five constituent categories based on SITC Revision 3, 

i.e. 8961 paintings, drawings and pastels (handmade); 8962 original engravings, 

prints and lithographs; 8963 original sculptures and statuary; 8965 collections, 

pieces of zoological, botanical, mineral etc; and 8966 antiques over 100 years old. 

Each of these groups represent unique collectable items which are durable and for 

which the secondary market dominates. They are not however identical items and 

this study aims to analyse not only the differences between the art trade and other 

trade but also the differences within art traded. Collections, for example, are 

displayed in museums, durable and traded predominantly on secondary markets but 

in some cases may not resemble works of art. It could be argued that antiques are, 

for example, furniture rather than works of art. Therefore although these items bear 

a strong resemblance to works of "fine art", they are distinctively different which may 

show in the regressions.

The countries in the sample are all members of the OECD, an international 

organisation which describes it self as a 'club of like-minded countries with 

membership limited only by a country's commitment to a market economy and a 

pluralistic democracy.' (OECD, 2001) However, it essentially represents the world’s 

richest countries, producing two thirds of the world's goods and services. It can be 

expected that rich countries will consume and trade more art (as a normal or luxury 

good), hence the choice of sample data helps to eliminate and reduce very small 

and zero bilateral trade flows.

The trade data are averaged over the period of 1995-1998 to reduce the possible 

effects of the business cycle, temporary distortions, or unusually large transactions. 

Data sources for GDP are taken from OECD statistics and again averaged over the

Trade flows are based on declared transaction values between countries. Import values are reported on a c.i.f. 
basis, and exports values on an f.o.b. basis. Therefore tfie former will tend to be larger for all reported trade due 
to the inclusion of insurance and freight.
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four year period to remove distortions and possible cyclic effects. Distances are 

great circle distances between capital cities measured in kilometres. A dummy 

variable ‘CONTIGUITY ' is included to indicate with a value of one if countries share 

a common border and the variable 'LANGUAGE' again takes unit value for a 

common language. Another variable included in the regression 'TRADEBLOC for 

countries that are in same trade bloc or liberalised trading area. The trade blocs 

relevant to the sample countries were Asia Pacific Economic Co-operation Forum 

(APEC), European Union (EU) and European Free Trade Association (EFTA), North 

American Free Trade Area (NAFTA), Canada US Free Trade Area (CUFTA), 

Australia New Zealand Closer Economic Relationship (ANZCER), and the Central 

European trade bloc covered by the Central European Free Trade Agreement 

(CEFTA). . In this analysis, the remoteness indicator is taken from Brulhart and 

Trionfetti (1999) and is specified as the average of the countries distance to its trade 

partners, weighted by its partners GDP. Specifically:

LogREMOTEij ^ ' L k *  i, j[LogDISTANCEjk + LogDISTANCEik -  ILogGDPk]

Problems with data:

A significant problem in interpreting results from any model using data on the trade 

in art is its inherent inconsistency and inaccuracy. The OECD, following UN 

recommendations, record trade statistics as all goods which add to or subtract from 

the stock of material resources of a country by entering (imports) or leaving (exports) 

its economic territory. Goods simply being transported through a country (in transit) 

or temporarily admitted or withdrawn (except for goods for inward or outward 

processing) are not added to or subtracted from the statistics. The problem with art 

trade data, caused primarily by the dominance of London and New York as centres 

for art trade, lies in recording entrepot trade. Entrepot trade is the import and export 

of goods without the further processing via "middle-men" countries. Often with this 

form of transaction, the exporter (a) reports the "entrepot" (b) as the destination of 

the shipment, whilst the entrepot does not always record the import. Also the final 

importer (c) reports the original exporter (a) as the origin. This means that: exports 

from (a) to (b) will be greater than imports or imports of (b) from (a) are under-
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recorded as well as those of (c) from (b). Entrepot trade is not unique to art trade. 

For example, the position of entrepot centres like Hong Kong and Singapore as 

trade intermediaries between Asia and the rest of the world has been examined by 

Feenestra and Hanson (2000), Wan and Weiseman (1999) and Young (1999). 

Feenstra and Hanson (2000) discuss the 'quality sorting view' of entrepot activities 

where 'middlemen' countries earn informational rents through specialising in 

identifying and matching buyers and sellers. They show how Hong Kong traders play 

an important role in resolving information problems in exchange between China and 

the rest of the world. Through their knowledge of Chinese producers and demand 

conditions in destination markets they provide independent evaluations of product 

quality and identify producers that meet the quality standards of particular buyer 

markets. This 'quality sorting' view is especially important for differentiated goods 

such as works of art. For these goods, it is often difficult to observe or verify quality 

ex ante and information concerning the producer characteristics may be important, 

whereas in the exchange of homogenous goods, the identity of buyers and sellers is 

often well known or unimportant. Differentiated goods are therefore often not suited 

to impersonal exchange on standardised markets creating a demand for 

intermediaries to resolve the information problems in exchange.

In reporting trade flows, the OECD state that, for exports, the trading partner is the 

country of the final destination of the goods. For imports, the trading partner is the 

country of origin or production or consignment. The example is given of Japanese 

goods imported into Europe; released for free circulation in Germany, then 

dispatched to France, the EU member state of consumption (OECD, 2001). For such 

an operation, no trade is recorded in German national statistics as the import from 

Japan and dispatch to France are regarded as transit, and France registers the 

import from Japan. However if the actual sale was to take place in Germany via a 

German dealer or 'middleman', Germany would register both a Japanese import and 

re-export to France. This explains the dominance of London and New York in the art 

trade data for both imports and exports (see Table 1.4).
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Most of the recorded art trade represents sales via the major auction houses of 

Sothebys and Christies who have their largest bases in London and New York. So, 

for example, although a Japanese buyer is purchasing a painting from a French 

collector, if the sale takes place via Christies London the trade flows recorded are a 

UK import from France (French export) and a UK export to Japan (Japanese import). 

(Trade statistics do not include exchanges for goods given temporary admission, for 

example, for temporary exhibition). The high prevalence of entrepot trade in art data 

makes it difficult to interpret the results of gravity analysis definitively. For example, 

the fact that most countries in Europe trade via the UK does not necessarily imply 

that they have built up more consumption capital with the UK. In the above example, 

it is of interest to establish the cultural proximity influence on trade between the 

original seller and final buyer, i.e. France and Japan. Because this transaction takes 

place via London, however, our results might show that the UK stands out as being 

a centre of 'culturally proximity' due to its role as an entrepot.^® There is no apparent 

reason however that the UK should stand out as being more 'culturally proximal' to 

all other countries in Europe, and therefore implying causation from the explanatory 

variables in the model must be done with care.

Although not as important in terms of value, there are also possibly significant 

inconsistencies in the reporting of transactions taking place in smaller art dealers. 

Many small dealers will travel abroad to purchase works of art for their collections, 

many of which are not reported as imports on their return. Also if they sell works of 

art to foreign collectors, this may often not be recorded as an export particularly if it 

is a small sale.

The position of London and New York as the centres of art trade is due to a variety of historical, legal, political 
and regulatory features, not least of which is the fact that they have always promoted free trade in art objects. 
Due to various recent EU directives, however, the UK is being forced to come into line with other EU states in 
areas such as VAT on art imports and artists royalties. Many in the British art trade feel that these changes have 
the potential to threaten the UK's central position and that trade might be diverted to New York and Geneva 
which maintain relatively free trade in art. These and other issues concerning art trade regulation in the EU are 
discussed in Chapter 4.
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Another emerging feature in the art trade is online sales of art. Currently Sothebys 

allows online auctions via SOTHEBYS.COM. If lots are offered by a Sothebys' 

office, for example in New York, the transaction is recorded in the manner described 

above, i.e. an export to the buyer's destination from London or New York. Sothebys 

also acts as a middleman for its associates, a network of thousands of art and 

antique dealers and galleries world-wide. In this instance, the items remain stored at 

the dealer's location and are shipped directly to the final buyer. More importantly, 

however, the transaction is recorded for the purposes of import and export data as a 

transaction between final buyer and seller. For example, an Irish bidder, purchasing 

a lot from Alt Wein Kunst via Sothebys.com, will be recorded as an export from 

Austria to Ireland with no direct involvement with the Sothebys office in L o n d o n . I n  

Europe, online transactions only involve sales from associate dealers (and not 

directly from Sothebys) and these sales also predominate in the US. An increase in 

this form of selling could reduce the data problems mentioned above as it avoids the 

import and export of the work of art via middleman sellers and reports only the direct 

buyer seller transaction.

Alongside this specific problem in interpreting art trade data, there are the general 

reporting problems common to all goods when using mirror statistics. Discrepancies 

between the import figures recorded by the importing country and export data of the 

relevant export country are common and often substantial for a variety of reasons. 

Customs records are the main source of trade data used by the OECD. However, 

different countries have different procedures and methodologies for recording trade. 

The general practice for recording trade is that imports are recorded c.i.f. and 

exports f.o.b.. However, there are substantial differences in many cases In practice. 

For example Canada, Mexico, and Australia report both imports and exports f.o.b. 

and each country has different rules regarding the coverage of goods included in the 

customs procedure. Other reasons for differences in exports and corresponding

Christies also have an internet facility to view items auctioned but do not run exclusively online sales. They 
allow "Lot Finder absentee bids" over the internet. However, these bids and transactions associated with them 
are treated the same as if they had been faxed or sent by mail (Christies, 2001).
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imports include: trade between associated companies with revaluing of imports, 

goods recorded under a different statistical heading or during a different time 

period, differences in tax laws and other regulatory procedures which may influence 

values declared, under-reporting of sales and other fraudulent declarations.

The number of inconsistencies in the data make it difficult to interpret the results of 

analysis in any definitive way and without a number of stipulations. Given this 

proviso however, the study of art trade and the forces shaping can still be very 

informative. The gravity model, even in its basic form, can tell us much about the 

differences between art trade and trade in other goods. The results of the gravity 

analysis and inferences we can make from them are given in the next section.

1.6 Results

All countries included in the analysis trade in the various categories of art works. 

However, an inherent problem in dealing with such a narrowly defined class of 

products is that there were a number of countries that did not trade much or at all 

with each other. These zero or small trade flows below unity create problems when 

running regressions using logs: trade flows of zero turn to infinity and flows below 

one create large negative values. This creates a sample selection problem in that 

even very small changes in volumes traded will have large impacts on the estimated 

coefficients. To overcome this problem, one was added to each of the trade flows, 

which is acceptable given the average volumes of trade (see Table 1.4).

Information obtained from " Sothebys Support" from SOTHEBYS.COM (2001). Sothebys, as the site provider, 
has registered associates and when a sale is made sends the proceeds directly to the seller after deducting the 
buyers premium (of 10 per cent to 15 per cent) and payment processing fees for the transaction. The Site 
Provider has no involvement in any transaction entered into, on or through the Site, except that the Site Provider 
will process collection of the total purchase price and remittance of the sale proceeds to the Seller (Sothebys, 
2001).
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Table 1.4 Mean Relative Magnitudes of Classes of Works of Art ($USD Million) 

1995-98 and Shares of UK and US Trade in Each

Art Form Mean imports Mean exports UK% UK% US% US%

imports exports imports exports

Paintings 4253.4 3516.8 21.9 24.4 45.7 30.6

Engravings 200.1 167.5 13.2 21.1 29.3 29.5

Sculptures 518.5 472.8 14.7 26.2 37.7 20.9

Collections 280.4 314.2 28.9 26.4 16.7 23.3

Antiques 1812.8 1307.8 20.9 39.5 55.5 11.1

Source: OECD, 2001

Table1.4 shows that the large markets of New York and London dominate the trade 

in all of the art objects. To account for and investigate the influence of their 

dominating positions a dummy is included for each market taking a value of one if 

the trade is via the US and the UK and zero otherwise. The results for paintings, by 

far the largest subgroup, are shown below along with those for total trade.

Table 1.5 Regression Results for Paintings and Total Trade 

i. Gravity Model for Paintings: OLS regression with robust 

(heteroskedasticity consistent) standard errors

In (trade) coef. std. err. t p>ltl

IngdppcP 0.52 0.10 4.97 0.00

IngdppcR 0.78 0.11 7.41 0.00

IngdpP 0.76 0.05 13.89 0.00

IngdpR 0.98 0.05 19.55 0.00

Indist -0.59 0.14 -4.29 0.00

lang 1.6 0.27 5.84 0.00

tradebloc -0.70 0.18 -3.82 0.00

conting 1.38 0.30 4.62 0.00

UKdum 1.61 0.29 5.56 0.00

USdum 1.75 0.29 5.95 0.00

Remote 0.001 0.01 0.07 0.00

cons 3.95 4.58 0.86 0.39

756 observations, R-squared = 0.67, F (11, 744)= 169.56, Mean vif =2.02 (individual vif all < 

10.00) , RESET TEST; Ho: Model has no omitted variables: F(3,741) = 13.80, Pr>F=0.00
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ii. Gravity Model for Total Trade; OLS regression with robust 

(heteroskedasticity consistent) standard errors

Intradel coef. std. err. t p>ltl

IngdppcP 0.38 0.05 8.02 0.00

IngdppcR 0.06 0.04 1.43 0.15

IngdpP 0.82 0.02 34.13 0.00

IngdpR 0.79 0.02 35.22 0.00

Indist -0.92 0.05 -16.86 0.00

tradebloc 0.20 0.07 2.89 0000

lang 0.64 0.10 5.86 0.00

conting 0.28 0.12 2.23 0.03

remote 0.01 0.003 3.92 0.00

cons 18.42 1.89 9.72 0.00

755 observations, R-squared = 0.88, F (9, 745)= 577.47, Mean vif =2.13 (individual vif all < 

10.00), RESET TEST: Ho: Model has no omitted variables: F(3,742) = 8.73, Pr>F=0.00

The results for paintings show that as expected, GDP enters as a positive and highly 

significant explanatory variable for both the importing (reporter) and exporting 

(partner) country. In other words trade in art is predominantly between large 

countries, a result also reflected in results for total trade. GDP per capita also enters 

positive and significant for exporters and importers of paintings. This result is as 

expected for importers as the consumption of art as a normal good increases with 

income. Therefore, the richer the individuals in a country, the more art they will 

import for consumption, and the higher the trade recorded. GDP per capita for the 

exporting country also has a similar effect. When the GDP per capita of the exporter 

increases by 1.0 per cent, trade in paintings increases by 0.5 per cent. It does not 

follow that richer countries necessarily produce more art, but more that they are 

likely to both import and export more due to the dominance of the secondary market 

for art works. Most of the buying and selling of art takes place between collectors 

rather than art producers and consumers, and most of the collectors are higher 

income countries. This again is reflected in the fact that the US and the UK are the 

biggest buyers and sellers of art (but not necessarily big art producers) and also 

have relatively high GDP per capita (for example the US has the fifth highest per
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capita GDP in the OECD). Schulze (2001) also presents the alternative hypothesis 

that richer countries support the arts more which could lead to higher production and 

hence greater exports as well as the fact that art production itself is human-capital 

intensive, which may be more scarce in developing countries. The coefficients for 

GDP per capita of both the importer and the exporter are larger for paintings than 

those for total trade which reflects the success of the gravity equation in explaining 

trade in differentiated versus homogenous products as predicted by Feenstra et a! 

(1999). The results for total trade indicate that GDP per capita of the importer is 

positive and significant at the one per cent level but that of the exporter is significant 

at ten per cent only. To test these results for stability, the regressions were re-run 

with the X-variables added individually and in different order or "stepwise regression" 

(i.e. y=x1; y= x1 + x2; y=x1 +x2 +x3 etc. and y= x1+x2+x3....; y=x2+x3+x1...; y= 

x1+x2+x3...etc.). All of the coefficients were consistent across the regressions 

indicating that the results were in fact robust and not subject to volatility in model 

adjustments.

The results for distance are also as expected, negative and significant. Transactions, 

transport, and information costs which are encapsulated in the distance variable do 

matter to the trade in paintings. Whether cultural proximity effects are also captured 

here is less clear if we compare paintings to total trade. When the distance between 

two countries increases by 1.0 per cent, the trade in paintings decreases by 0.59 per 

cent whereas total trade decreases by 0.92 per cent. The smaller coefficient for 

paintings implies that the more obvious distance related factors such as the 

relatively small size of art works and low associated transport costs dominate rather 

than cultural factors. Contiguity is also positive, significant and with a coefficient over 

four times the size of that for total trade. Countries that share a common border 

trade nearly four times more paintings than those that do not. The larger coefficient 

could indicate as suggested in section 1.5.1 that there are high information costs 

involved in the trade of art and that it may be easier to transport and view a piece of 

art in an neighbouring country, which could facilitate a greater trade. Also, The 

remoteness variable is positive and significant for total trade as expected, but 

insignificant for trade in paintings.
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A striking result for paintings is also the innportance of a common language. 

Countries sharing a language trade almost five times as much painting as those 

without (versus nearly twice as much for total trade). This is the most likely of the 

explanatory variables to reflect the importance of cultural links in trading art. 

However, perhaps a more straightfon/vard explanation is the importance of 

communication in buying and selling art as opposed to other less subjectively 

appraisable goods, which is facilitated through common language. The existence 

and relative importance of these effects is impossible to disentangle in any precise 

way from the language dummy and in reality its importance is likely to reflect a 

combination of these and other factors.

The trade bloc dummy is included to reflect the fact that fewer trade impediments 

within an economic region should significantly encourage trade. This is reflected in 

the coefficient for total trade; trade bloc is significant and positive. However for 

paintings, the coefficient is negative and significant: countries that are not in a 

common trade bloc trade twice as much. This result is surprising as one would 

expect a positive coefficient (greater trade within a trade bloc) or an insignificant 

result given the amount of exemptions given to restrictions on the imports of 

paintings worldwide. The trade blocs used were based on the Regional Trade 

Arrangements notified to the World Trade Organisation under GATT plus APEC (the 

Asia Pacific Co-operation Forum). To test if the inclusion of APEC was affecting the 

coefficient, the regression was run with the GATT trade blocs only. The resulting 

trade bloc coefficient remained negative and significant and in fact increased in size 

(to -0.80) indicating that there is possibly a transatlantic or trans-continental slant to 

the art trade; the trade in art is truly international.

Finally the UK and US dummies were large, positive and highly significant which 

was to be expected given the dominance of these two markets in world art trade. It is 

worth noting that regressions with or without these dummies leave other results 

basically unaffected. This shows that the influence of the other explanatory variables
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is not simply created due to the dominant position of these markets and their 

possible correlation to them. The influence of the other explanatory variables 

remains stable in either regression.

Standard Diagnostic tests were run on these and all of the regressions. 

Multicollinearity was not evident in the regressions according to both the correlation 

matrices and variable inflation factors for the individual independent variables and 

their means. Heteroskedasticity was corrected for in all regressions without any 

effect on the estimated coefficients or their significance. Using STATA, two forms of 

the Ramsey regression specification error test or RESET for omitted variables were 

performed on all of the regressions- the results are shown below each table. The F- 

statistics for both paintings and total trade indicated that there were in fact missing 

variables in all of the regressions. These results are somewhat to be expected. 

Gravity models are known for showing good empirical results but it is still a simplistic 

model given the complex range of factors affecting trade. However, as the reported 

failure of the RESET test indicates that OLS coefficients could be biased, the model 

was subjected to various specification searches and tests. Firstly, the regressions for 

paintings were run using a joint dummy for the dominating UK and US trade (taking 

a value of one if trade Is via the UK or US and zero if not). This dummy was as 

expected, positive and highly significant but left the other variables virtually 

unaffected. A number of other interaction terms were also tested, but dropped from 

the equations due to high collinearity. (The results of all of these regressions are 

reported in Appendix A.2).

To investigate the possibility of a non-linear relationship quadratic terms were also 

included for distance, GDP and GDP per capita. The results are reported in Table 

1.6 below.

Discluding APEC means that there are no longer links between the remaining trade-blocs of the EU/EFTA, 
NAFTA/CUFTA, CEFTA, and ANZCERTA. APEC includes Australia, Brunei, Canada, Chile, Hong Kong, 
Indonesia, Japan, Korea, Malaysia, Mexico, New Zealand, Papua New Guinea, Philippines, Singapore, Taiwan, 
Thailand, United States.
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Table 1.6 Regression Results for Paintings

In (trade) coef. std. err. t p>ltl

IngdppcP 0.48 0.10 4.65 ' oToo
IngdppcR 1.76 1.34 1.32 0.19

IngdpP 0.81 0.06 14.36 0.00

IngdpR 0.47 0.25 1.89 0.06

Indist -0.80 0.15 -5.27 0.00

lang 1.55 0.31 4.93 0.00

tradebloc -0.64 0.18 -3.48 0.00

conting 1.12 0.32 3.57 0.00

UKUSdum 1.55 0.23 6.75 0.00

Remote -0.001 0.007 -0.15 0.88

DisSq 0.000 0.000 2.7 0.01

GDPSq 0.05 0.02 2.21 0.03

GDPpcSq 0.11 0.15 0.80 0.43

cons 7.65 5.33 1.43 0.15

756 observations, R-squared = 0.67, F (13, 742)= 118.87, Mean vif =42.10, RESET 
TEST: Ho: Model has no omitted variables: F (3,739) = 12.31, Pr>F=0.00

For the income variables, GDP and GDP per capita, there is a positive relationship 

between income and trade. There is also a positive relationship between their 

squared terms and trade indicating that the positive effect of income and income per 

capita increases In magnitude as income levels increase. For total trade the 

coefficient for GDP squared is positive but GDP per capita is negative: GDP per 

capita has a positive effect on trade but this effect declines in magnitude as income 

per capita increases. For distance, a negative relationship holds with trade, and the 

relationship with distance - squared is positive for both paintings and total trade. This 

indicates that the negative effect of distance on trade also increases as distances 

between countries becomes larger.

The results so far indicate at a glance that there are apparent differences in the 

estimated gravity coefficients between the trade in paintings and total trade. To more
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formally explore this difference, a coefficient similarity test was conducted, in order 

to see which parameters account for the structural differences, a joint regression 

was run including a dummy for art trade (which is one for art trade and zero 

otherwise) as well as the interaction of the coefficients with this dummy. The results 

are reported in the table1.7 and show that the art dummy is in fact highly significant: 

the two regressions do not have the same intercept i.e. they are not concurrent. (The 

results with the interaction dummies are reported in Appendix A.1 and indicate that 

the regressions are also unlikely to have the same slope).

Table 1.7 Structural Difference between Art Trade and Total Trade in a Gravity 

Approach

In (trade) coef. std. err. t p>ltl

artdummy -8.62 0.16 -53.40 0.00

IngdppcP 0.40 0.04 9.27 0.00

IngdppcR 0.07 0.04 1.57 0.12

IngdpP 0.83 0.02 38.52 0.00

IngdpR 0.80 0.02 36.71 0.00

Indist -0.91 0.05 -16.78 0.00

lang 0.68 0.13 5.44 0.00

tradebloc 0.18 0.08 2.32 0.02

conting 0.28 0.13 2.19 0.03

Remote 0.01 0.01 3.70 0.00

cons 17.65 1.79 9.87 0.00

780 observations, R-squared = 0.92, F (10, 769)= 902.22, Mean vif =2.02, RESET 
TEST: Ho: Model has no omitted variables: F (3,766) = 9.52, Pr>F=0.00

From these results it appears that, although many of the gravity model variables 

work in a similar magnitude and direction, there are certain differences between the 

pattern of art trade and overall trade. The impact of wealth or per capita income of 

the importer is stronger for art trade, as Is a common language and border. The 

effect of being in the same trading bloc is also negative as opposed to positive for 

total trade. Using total trade as a benchmark however may not be that informative 

given the wide variety of goods that it includes. It could be that trade in any particular 

good will vary from total trade, representing a sub-component of it. For reasons of 

comparability, therefore, the regressions were run, using the same countries and
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same set of variables, on another class of product namely cars. Cars were chosen 

as a form of manufactured goods with a number of dissimilarities to works of art. The 

results are shown below in Table 1.8.

Table 1.8 Gravity Model for Cars: OLS Regression with Robust (Heteroskedasticity 

Consistent) Standard Errors

Intradel coef. std. err. t p>ltl

Ingdppcp -0.12 0.11 -1.06 o lo

Ingdppcr 0.31 0.11 2.74 0.01

Ingdpp 1.64 0.05 31.22 0.00

Ingdpr 0.79 0.05 14.17 0.00

Indist -1.54 0.14 -11.28 0.00

tradebloc -0.02 0.19 -0.08 0.94

lang 0.48 0.31 1.55 0.12

remote 0.12 0.01 1.75 0.08

cons 14.32 4.56 3.14 0.00

756 observations, R-squared = 0.71, F (9, 746)= 219.07, Mean vif =2.13 (individual vif all < 
10.00), RESET TEST: Ho: Model has no omitted variables: F (3,743) = 12.33, Pr>F=0.00

It turns out that the differences between paintings and total trade are amplified in the 

comparisons of the results for paintings versus cars. For example, the coefficient for 

distance is even larger than for total trade and nearly three times the size of that for 

paintings indicating that size and transport costs play a dominant role. Contiguity, 

language and trade bloc are all insignificant at the 1% level implying that actual 

geographical distance is the key factor in "distance" between countries trading cars, 

whereas there are other information and cultural factors involved in the paintings 

trade. (Language is significant at the 10% level). Again, rich countries import more 

cars. HoweverTti^ coeffTcientfartfTe^xporters GDP per capita is negative and loses 

significance. The negative sign could be due to the fact that car manufacturing is 

labour intensive production that poorer or less developed countries should specialise 

in and therefore become net exporters. Comparing cars to total trade however 

indicates, as expected, that trade in any individual product will differ from total trade. 

Again a coefficient similarity test was carried out to test the difference between cars 

and total trade using a car dummy. The results, reported in Appendix A.1, indicate a
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similar conclusion to paintings: the two regressions are not concurrent. So whilst 

trade in art does differ from total trade, at least some of the difference could be 

accounted for by the fact that it is trade in an individual good rather than trade in all 

goods.

A probit analysis on paintings was also carried out again in light of the high number 

of zero bilateral flows. A dichotomous variable was created (dichotom) with a value 

of one if countries traded at all or zero otherwise. This was to take account of the 

fact that the decision not to trade at all may be governed by different influences than 

a decision on how much to trade. The results of the probit analysis are given in 

Table 1.9.

Table 1.9 Probit Regression with Robust (Heteroskedasticity Consistent) Standard 

Errors (Paintings)

dichotom coef. std. err. z p>lzl

IngdppcP 0.54 0.10 5.65 0.00

IngdppcR 0.10 0.10 1.07 0.28

IngdpP 0.41 0.06 6.81 0.00

IngdpR 0.41 0.06 6.67 0.00

Indist -0.19 0.14 -1.38 0.00

lang 0.84 0.58 1.43 0.15

tradebloc -0.38 0.18 -2.09 0.04

conting 1.00 0.63 1.59 0.11

remote 0.0001 0.01 0.02 0.99

cons 1.1 4.85 0.23 0.82

756 observations, Pseudo R-squared = 0.3065, Chi-square (10)=00.73

The results of the probit regression are supportive of the initial analysis i.e. a 

decision whether to trade or not is influenced in a similar way as the decision 

regarding how much to trade, yet with subtle differences in extent. (The UK and US 

dummy variables are insignificant and omitted as these both import from all OECD 

countries). Important differences are that the "distance-related" variables, language, 

continguity lose significance. These factors may be important to determine the 

extent of art trade between countries but feature less in the decision as to whether to
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trade at all. The income related variables influence trade in this regression in the 

same direction but only with smaller coefficients. Tradebloc is again unusually 

negative and significant and the remote variable insignificant.

The regressions were also run on the other categories of art works and the main 

results are summarised in the table below. (Full OLS results and probit regressions 

are given in the Appendix A, Section A .2).

Table 1.10 Gravity Model for Other Works of Art: OLS regression with Robust

(Heteroskedasticity Consistent) Standard Errors

Intrade 1 sculptures engravings collections antiques paintings

Ingdpp 0.63(12.32)* “  0 ^ ^ 2 j 0 ^ “ 0.52(9.89) 0.64 (12.37) 0.76(13.89)

Ingdpr 0.69(14.68) 0.59(13.47) 0.52(11.55) 0.80(13.97) 0.98(19.55)

Ingdppcr 0.80(9.32) 0.49(7.22) 0.68(8.89) 0.64(6.95) 0.78(7.41)

Ingdppcp 0.38(4.57) 0.45(6.86) 0.35(4.36) 0.47(4.81) 0.52(4.97)

Indist -0.31 (-2.88) -0.21 (-4.03) -0.26(-2.11) -0.40(-3.05) -0.59(-4.29)

lang 1.09(4.06) 1.14(4.21) 1.60(4.62) 1.56(5.35) 1.6(5.84)

conting 1.57(5.95) 1.52(7.24) 1.47(4.62) 1.41(4.86) 1.38(4.62)

remote 0.01(1.23) -0.000(-0.03) 0.001(0.10) -0.01 (-1.39) 0.001(0.07)

tradebloc -0.72(-4.83) -0.25(-1.96) -0.36(-2.32) -0.60(-3.64) -0.70(-3.82)

UKdum 1.23(4.11) 1.28(4.37) 1.10(3.48) 2.76(11.17) 1.61(5.56)

USdum 1.92(7.00) 1.72(5.83) 1.51(4.72) 2.15(6.33) 1.75(5.95)

cons 5.23(1.41) 0.44(0.35) 2.30(0.57) -1.99(-0.45) 3.96(0.34)

* coefficient and (t-statistic)

The most striking feature of the table is that trade in all categories of art works are 

affected in the same direction and often by around the same magnitude by the 

variables as paintings (and each other). GDP is positive and highly significant for all 

art forms. Richer countries trade more with each other to a significant degree. The 

results for distance are also as expected, i.e. negative and significant for all art 

forms. The negative effect of distance on trade is most strong in paintings and 

antiques which show coefficients over twice the size of the other art forms. Although 

paintings are not remarkably different in size, the larger coefficient for antiques could
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be the result of the type of objects included in this category. Many antiques are large 

pieces of furniture and other items that are more cumbersome to transport making 

the associated costs possibly more important than other art forms. (This is not borne 

out, however in the results for contiguity.)

Language is a very significant influence on the trade of all art forms and the 

coefficient for each art from is greater than unity. Countries sharing a common 

language trade three times as much as those without in sculptures and engravings 

and nearly five times as much in the remaining categories. Again, this most likely 

reflects the importance of communication and high information costs in buying and 

selling fine art and antiques as opposed to other goods.

Again the UK and US dummies showed large, positive coefficients for all art forms. 

This again shows that New York and London are the centre for trading art of all 

types, at least in terms of value. Again, as with paintings, regressions run with or 

without these variables did not change the other results in any significant way.

Finally trade bloc again shows a surprisingly negative and significant coefficient in 

trade in all forms of art. Again this could reflect some trans- continental or 

transatlantic feature of trade in art. Whilst it is tempting to specify causality from 

these and other results in the regressions, in reality one can only infer possible 

relationships with a number of provisos. A key feature of each of the regressions is 

the fact that diagnostic tests still show evidence of omitted variables. Attempts to re- 

specify the model, whilst keeping some useful combined economic interpretation still 

did not improve on this significantly. In chapter four, as an innovation, the gravity 

model is expanded to include various government regulations involved in trading art. 

Whilst the results produced here show minimal differences between the different art 

forms, when new variables are introduced in the expanded model differences 

between categories becomes more evident. What can be concluded from these 

results though, is that there appears to be a similarity in the strength and direction of 

influence of the various basic forces shaping art trade. It could be expected that 

antiques and collections might have shown different results especially as the latter 

category includes zoological, botanical, mineralogical and other scientific collections
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which do not resemble works of fine art. The results here in fact bear out the 

resemblance of both collections and antiques to the other fine art categories: they 

are unique, durable, and collectable and exhibitionable items and trade 

predominantly takes place on secondary markets.

1.7 Conclusions

This chapter has focused on the trade in works of art. Works of art differ 

substantially from other goods due to a number of features: they are unique, 

heterogeneous, and have few if any close substitutes; they are portable, storable, 

and durable consumer goods, and financial assets at the same time; their value 

often increases over time; they are collectable items and often displayed or 

exhibitioned privately or publicly; and a large majority of trade takes place between 

art consumers on secondary markets rather than primary sales between the artist 

and final consumer. Because of these different features, one would expect the trade 

in works of art to be governed by different forces than trade in other goods. The 

results presented in this chapter show that, according to the gravity model, whilst 

trade in art has many features in common with overall trade, certain explanatory 

variables differ significantly in magnitude and direction. The chapter also showed 

that trade in art differs from trade in other manufactured goods using the example of 

cars. A striking result in this study was the similarity of magnitude and direction of 

effect of the variables on trade in the different art forms. It turns out that all 

categories of art works are affected in the same manner and magnitude as each 

other and substantially differently from total trade and trade in other manufactured 

products.

Firstly, richer countries trade more with each other. The richer people become, the 

easier it is to meet their lower scale needs, and so they turn more attention to higher 

scale ones. In other words, as people get richer the more they spend on luxury 

goods such as works of art, or the demand for art is income elastic. The increased 

trade holds for both imports and exports. This reflects the fact that most trade in art
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is done on secondary markets between collectors and dealers and these are more 

likely to be found in richer nations.

Distance matters but less so than for other trade indicating that size and transport 

costs do play a role. A very important factor in trading art is the high associated 

information costs. Unlike more standard purchases, when we decide to purchase art 

we want to know about the work itself, the painter, its attribution and authenticity, 

previous owners, its place in art history and a possibly a range of other features. 

Because of this, buyers and sellers need much more communication than is the 

case with other goods. A buyer will want to view the work (perhaps several times) 

and discuss its features with the seller as well as possibly seeking the opinion of 

experts. Often a large part of the return from investing in works of art is the aesthetic 

value one derives from it. This value is subjective and based on diffuse judgements 

between individuals depending on their preferences or utility schedule. To make 

these judgements we need to become familiar with the work. These information 

exchanges are facilitated by close proximity and common language which could 

explain their importance in the regressions. Countries with a common border trade 

more art and this is much more important than for total trade. It is much easier to 

view a piece of art if it is in a neighbouring country. A common language turned out 

to be very important in the regressions and much more so than for total trade. Again, 

sharing a language facilitates the amount of information seeking and research 

involved in buying and selling art. It has been suggested that language could also be 

used as a proxy for cultural proximity which encourages trade in art. However 

caution has to be exercised in explaining causality from proxy variables. The results 

can only mean as much as the interpretation of the proxy and in this case the more 

straight fonward influence of language and distance variables seems more likely than 

the interpretation of cultural proximity driving trade.

An interesting feature of trade in all art forms is that belonging to a common 

tradebloc has a negative impact on trade, whereas the impact for total trade is 

positive. The negative coefficient seems to indicate that there is a transatlantic or
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trans-continental slant to the art trade. The trade in art takes place in a truly 

international marketplace.

A great deal of caution must also be exercised in trying to infer, with any 

determination, causal relationships between variables when the underlying data is 

so unreliable. The problem is summed up by Kusin (2000) in his comments on trying 

to bring transparency to the global art market: "... The global art economy is a $15 

billion-a-year phenomenon with no financial infrastructure. There is a lot of 

information out there, but it's unintegrated and a lot of it's wrong..." (Heller, 2000: 

102).

Trade data generally show inconsistencies in collection and reporting from country to 

country and the data on the trade in art works can be even more erratic. Often 

dealer’s sales (domestic and foreign) are under-reported. Auction data are 

dominated by the large turnover of sales via Christies and Sothebys who have their 

main offices in London and New York. This can make the import and export data 

misleading as these markets often act as "middlemen markets" for further foreign 

sales and purchases. Even if it were possible to measure all recorded imports and 

exports accurately, the data always omit illicit and illegal imports and exports and 

flows of stolen art. The black market for works of art is recognised as being 

substantial, particularly in certain countries in Europe. However, due to its nature, it 

is impossible to include these flows in our investigations. Finally one must consider 

the model itself. Diagnostic tests run on all of the categories of art and total trade 

showed the persistence of missing variables despite attempts at any economically 

rational model respecifications. Gravity models are known for showing good 

empirical results but it is overoptimistic to hope to accurately model the complex 

international trade in art in such a simple form. There are a variety of other historical, 

legal, political, social and economic factors that cannot be included in the simple 

gravity model but whose cumulative influences on the art trade may be substantial.
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Chapter 2: Government and trade in international art: rationale and policy 

instruments* 

2.1 Introduction

This chapter analyses the economic rationale for government intervention in the art 

market, namely, protection of the national patrimony and the reasons why 

international trade in art of this kind is restricted. Sections 2.2 and 2.3 analyse the 

meaning of 'national patrimony' and develops rationales for state funding and 

interventions in the art market in light of the non-private benefits that this category of 

art produces. Distributional concerns about the international movement of art are 

considered in section 2.4. Section 2.5 of the chapter provides a taxonomy of 

restrictions used to prevent art objects leaving the country, namely export 

restrictions, import regulations, and tax policies and incentives.

2. 2 What is the National Patrimony?

The notion of the existence of a national artistic patrimony that is jeopardised if part 

of it is sold, especially for export abroad, is one of the most pervasive themes in 

debates surrounding trade in art. Virtually every state has adopted specific 

legislation dedicated to the purpose of protecting cultural objects in recognition of the 

public interest in safeguarding what is seen as part of a nation’s heritage. What 

though belongs to the national patrimony, what is the case for the state either 

purchasing and/or preventing the sale of objects belonging to the national patrimony, 

and what are the means by which it can attempt to bring this about? These 

questions are the subject matter of this chapter.

In attempting to answer the question of what belongs to the national artistic 

patrimony, it is important to point out, using the classifications introduced in chapter 

one, that the discussion centres on unique or original art works. As stated such 

works are unique or have no close substitutes in economic terms and are highly

* This chapter forms the basis for the article "Restricting International Trade in the National Artistic 
Patrimony: Economic Rationale and Policy Instruments" (with John O'Hagan) International Journal of 
Cultural Property, Vol.10, No.1: 32-54 2001
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durable, making them works ‘collectors’ items’, for which there is a strong secondary 

market. Not all unique art of course belongs to the national patrimony. In most 

countries there is an ‘age’ requirement, say objects of 50 years standing or more. 

Not all ‘old’ art belongs to the national patrimony either; only art that fulfils some 

important function is categorised as belonging to it. Thus, what belongs to the 

national patrimony is subjective and varies considerably from country to country. 

Central to the definition though is that objects belonging to the national patrimony 

are of long standing and contribute in an integral way to the cultural identity/tradition 

of a country/region. As one author puts, the national artistic heritage or national 

patrimony consists of: "Objects and forms of artistic expression which the... state 

concerned designates as objects of cultural interest, which contribute or have 

contributed to the present identity of a people or group in any way whatsoever and 

which are characteristic of them i t " (Galle, 1991:9).

However the national patrimony is defined, it can usefully be categorised into two 

types: moveable (paintings and single pieces of sculpture) and immovable art 

(collective sites, buildings, monuments and their attachments). While this chapter will 

concentrate on the former, there is a certain degree of overlap often caused by 

looting, pillaging and even ‘legal’ trade which involves the breaking up of collective 

sites/monuments and leads to a considerable blurring of the boundaries between 

moveable and immovable art.^^

One further point to keep in mind is the issue of where the national patrimony is 

physically located. A major part of it is in public ownership and is housed in public 

museums, public institutions or publicly-owned sites. Some is in private hands, such 

as private galleries or homes, some is in churches, and finally some cannot be 

classified into any of these categories (e.g. objects not yet uncovered, objects on 

sites where ownership is not legally clear).

A critical issue in relation to the national patrimony is the stealing and looting of part 

of it, especially where access is ‘open’ and protection is difficult to enforce. Many 

international agreements address this issue, but it is a problem that has existed for

See Prott and O’Keefe (1989).
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thousands of years. The looting of works of art by invading armies, or colonisers, 

has been a recurring theme and is topical today with many claims arising recently 

from activities during the period around the Second World War.^'* What is different 

perhaps now is the scale of activity of privately-organised thieves/looters. In addition 

to the issue ownership is that of the preservation/conservation, as opposed to the 

ownership, of the national patrimony. These all raise interesting issues but are not 

the concern of this chapter.

The focus here is on: (i) who should own the national patrimony, and what is the role 

for the state in this regard; and (ii) as a corollary what restrictions can the state 

impose on the sale of objects listed as belonging to the national patrimony but held 

by private individuals?

2.3 State Ownership/Intervention and Non-private Benefits associated with 

National Patrimony

Much of the national patrimony that is in state ownership came from what were once 

the private collections of wealthy royals, especially in Europe. Many of these works 

of art had de facto been paid for by public money. Likewise in the United States, 

much of what is in state collections came from donations by private individuals, 

aided by tax expenditures by the s t a t e . T h e s e  objects are thus in state 

ownership/museums not arising from any philosophical view and/or economic 

rationale, but simply one could say by historical ‘accident’. As no-one has mentioned 

selling any of these national treasures, no matter how acquired, the issue of their 

sale will not be discussed until later, even though their maintenance and upkeep 

does involve the state in continuing expenditure.

What is of interest is why the state should purchase today, or aid the purchase of, an 

historical artefact that comes on the open market and/or restrict the sale of such an

According to US government sources, around 220,000 works were seized, or forcibly sold, to tlie 
Nazis. An indication of the vast scale of this is that these paintings represent about a fifth of the 
world’s total stoci< of western art, equivalent to around $25 billion at today’s prices. Half of these 
works of art are still missing or the subject of dispute. (See, ‘On the Track of Art with a Troubled 
History’, Financial Times, November 21, 1999.)

See O ’Hagan (1998a).
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artefact outside the boundaries of the nation state? This is the issue to be addressed 

in this section. It might be said that the decision whether or not to sell objects 

already in public ownership is just the mirror image of this question, but as shall be 

seen later there is an extraordinary reluctance to sell art objects, either new or old, 

not only from public collections of art but also private art museums.

The main rationale provided by economists for state ownership of things such as 

historical works of art is that the benefits from the existence of such objects are not 

just private but also non-private in nature. The essence of this argument is that 

objects identified as belonging to the national patrimony create a benefit not just for 

those who view these objects, for which they can be charged, but also a benefit that 

accrues to everyone, both those who do and those who do not view. This benefit, 

the non-private benefit, cannot be charged individually to people but must be paid 

for, and in this particular case, the objects owned by the state and funded out of 

general taxation.^® What this argument is saying is that works of art do provide a 

service or benefit that can be bought and sold in the market, and it is likely that this 

would continue to exist without public support. However, they also provide another 

benefit, a non-private benefit, that cannot be sold in the market place. As art 

provides non-private benefits which accrue to all in society, the logic is that they 

should be paid for collectively or from the public purse.

This in principle is a powerful argument for public ownership of the national 

patrimony or expropiation legislation. It is stating that there are objects the very 

existence of which does create a benefit, be it psychic or whatever, for most of the 

population. It would be almost impossible to charge people according to the benefit 

they derive, and as such the object should be paid for collectively by the state using 

the device of compulsory taxation. What though are these non-private benefits 

associated with the existence of certain historical artefacts? And, even if they exist, 

what is their magnitude, in other words how much public money should be allocated 

to the purchase and/or protection of these artefacts? The latter question is almost 

impossible to answer in any definitive or objective manner remains a matter for
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conjecture or be determined in the political market place (as is most often the case). 

The overall state budget is in the long run limited by the electorates willingness to 

pay taxes. Within their budget there are numerous competing demands for 

increased expenditure in many different areas. There have been various attempts to 

empirically test for the existence and size of non-private benefits in the arts. Opinion 

polls are used often to gauge broad public reaction to public funding in various areas 

of the arts, but are often able to only generate a yes/no response. Contingent 

Valuation is an empirical approach to the measurement of use and non-use values 

of non-marketed goods. It elicits a value by measuring the response to a 

hypothetical change in the amount of the good in question- either willingness to pay 

(WTP) for an improvement in the provision of the good or a willingness to accept 

compensation for deterioration in the same. The valuation is therefore “ contingent” 

on the good and scenario presented.

Bravi et al (1998) used the CV method to value two different contemporary art 

galleries in Turin, one entirely publicly funded, and the other privately and indirectly 

funded. Users of the museums were asked a hypothetical question as to whether 

they would be willing to contribute an annual sum in order to compensate for a fall in 

public spending. The results indicated is that there was untapped potential amongst 

the users of the two museums, above and beyond the subsidised charge that 

already existed at the time. This result supports also indicated that the better 

educated, and by proxy those with higher incomes, derive greater surplus from 

cultural policy spending.

Santagata and Signorello (1998) looked at the Napoli Musei Aperti (NMA), a publicly 

funded programme devised to coordinate the use of a large number of historic sites 

in various districts of Naples. Respondents were informed about the precise nature 

of the NMA, including current funding. They were then asked a number of questions 

regarding frequency of visits to any NMA sites, followed by a series of questions 

aiming to determine their approximate spending on ‘cultural goods’ including cinema, 

opera, theatre, etc. A payment principle question asked whether, in the face of

A related issue Is that the viewing of an artifact such as a painting can provide a service to more 
than its owner and at no extra cost. Thus many people can view a painting and derive pleasure from
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removal of public funding for the project, the respondent would be willing to 

contribute some positive sum to maintain the NMA programme. Respondents willing 

to contribute were then asked a single bound discrete choice question based on a 

randomly selected bid amount from a predetermined vector of bids. Finally, an 

open-ended question followed, where respondents were to reveal their maximum 

willingness to pay, consistent with their answer to the previous discrete question. 

The results showed that 48 per cent of those who answered the survey were not 

willing to donate anything to support the project and of those willing to contribute, 

education and income levels were again higher. The results of these surveys 

however, often suffer from a number of biases. In this case the results showed an 

anchoring effect -  the values elicited in the open-ended question are not 

independent of the bids from the discrete choice valuation question. Furthermore, 

the open-ended mean WTP value is considerably lower than the discrete choice 

mean. The authors suggest two main reasons for this. The first is that the task of 

giving an open-ended answer is more difficult than simply saying yes or no to a bid 

amount. Secondly, there is the possibility of a ‘compliance bias’ in the discrete 

choice answers -  people perceive it as easier simply to say yes, independent of the 

bid amount.

Aabo (1998) considers state-funded libraries in Norway including non-use values in 

her analysis through the study of altruism, which may be considered from an intra- 

and inter-temporal perspective. Inter-temporal altruism is often described as 

“bequest value” -  the utility individuals experience from supporting something that 

will benefit future generations. Intra-temporal altruism on the other hand is the 

interest an individual has in ensuring that the good is available for consumption by 

contemporaries, often referred to as option value. (Aabo and Strand, 2000). Aabo 

and Strand seek to examine altruism as a motivation for WTP in their current 

research. They find that altruism accounted for up to 35 percent of the total value of 

public libraries as expressed above. Non-use values linked to altruism focus on a 

number of issues including heritage, education, aesthetic development, and related 

topics.

this without reducing anyone else’s pleasure. This is also a situation where state ownership would be
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Frey and Pommerehne (1989) look at the referendum on the purchase of two 

Picasso paintings by the Basle Art Gallery. They found that districts with higher 

average per capita incomes and lower cost access of access to the gallery were 

more in support of the purchase. However, the empirical analysis was able to 

account for only less than half of the differences in the proportion of yes and no 

votes. They comment that the poor explanatory power of the model was unsurprising 

as it assumed voters only considered their own direct benefits and not the broader 

issues. When they included indicators for bequest, option and prestige value, and 

level of education and intensity of preferences, the performance of the empirical 

analysis improved dramatically. Again, the interpretation of results in any of these 

studies, introduces a large amount of subjectivity, not least due to the ad hoc nature 

in which variables are measured and defined. For example, in this case bequest 

value is measured number of children per citizen which may not be correct, or 

prestige value measured by those born in Basle which is a also questionable proxy.

The over-riding problem inherent in measurement of non-private benefits in these 

and other survey methods is they rely on respondents stated preferences and as 

such there is a tendency to strategically answer. Assumptions about human 

behaviour have lead many economists to argue that respondents cannot or will not 

reveal true preference in a situation that is not a real market, and which therefore 

places no real budget constraints or payment obligations on them (Diamond and 

Hausman, 1994). When valuing public goods by direct measures, we rely on 

respondents’ willingness to state their true preference for a good. However, 

respondents may not state true value, either because there are no measurable 

negative constraints that make such behaviour undesirable or more importantly 

because there are positive incentives that lead the respondent to misrepresent. 

Respondents will be inclined to either ‘free-ride’ if they believe they cannot be 

excluded from the good, or alternatively ‘overpledge’ if they think that their response 

will influence provision, and/or the payment obligation is not valid.^^

iustlfled, especially if the numbers wanting to see/visit the artifact was large.
 ̂See the series of papers on public expenditure by Samuelson, 1954; 1955; 1958).
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What the non-private benefits are is an easier question altogether to answer. A wide 

variety of such benefits have been identified and inevitably there is more substance 

to some claims than to others. For the purposes of this chapter, though, we develop 

two groupings; (i) development of national/regional identity and social cohesion and 

(ii) an assortment of other less important non-private benefits.

2.3.1 National/regional Identity and Social Cohesion

One of the arguments used most frequently in relation to the protection of the 

national art heritage relates to national identity, i.e. the extent to which this heritage 

can define those elements of national life which characterise a country and 

distinguish its attitudes, institutions, behaviour, way of life from those of other 

countries.^® Like the physical well-being of its people and lands, the cultural identity 

of a nation must be cherished and protected, according to this argument. The 

protection both of the physical and cultural well-being, that is the physical and 

cultural capital, of a country, region or city creates benefits for all and these are best 

paid for collectively and usually owned by the state.

This argument though has been subjected to searching analysis by Globerman 

(1983). What is national identity and how does the culture of a country contribute to 

the establishment of such an identity? As Globerman states: "In the absence of a 

specification of how culture produces national identity and a more defensible nation, 

it is quite plausible to argue that there may be much less costly ways to accomplish 

the objective... Indeed, it is possible to argue that virtually no effective relationship 

exists between indigenous culture and national identity. For example, some critics 

suggest that art, by its very nature, is international in character, or that art should be 

judged for its own sake and not for the sake of cultural, social or economic 

purposes" (Globerman 1983: 41-42).

Indeed, some argue that art assists in eliminating parochialism and ignorance if it is 

allowed to circulate freely and not be in state ownership in the country in which it 

originated. ‘If parochialism is a sickness, a free trade in artistic and cultural treasures 

is part of the cure’ (Merryman, 1974:238).

Throsby and Withers (1979)
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The above raises the issue of why art belonging to the national patrimony should 

even be kept in the country in question. In a similar vein, Bator (1989) points out that 

as nations become more internally homogeneous, trading artefacts is a mean by 

which immigrant populations and ethnic groups can maintain contact with the art and 

culture of their mother country. A somewhat different point is that foreign buyers may 

appreciate a work of art long before it is given any recognition at home and that this 

often acts as an external stimulus in the revaluation of a nation’s own art and 

culture.^® What better advertisement for those who want to protect and conserve 

some national monuments/sculptures than to see part of these exhibited in say the 

Metropolitan Museum in New York to huge public acclaim?

The national identity argument though is used pervasively, nowhere more than in 

relation to restricting the export of historical works of art. But, as Zolberg (1996) 

argues in connection with this debate, in the late twentieth century the very notion of 

national identity is suspect: "In the context of large, heterogeneous nation-states 

should we speak of multiple identities or a single one? Is it valid to speak of 

“national” identity as if all nations were the same? Is national identity a fixed entity or 

a changing one? These questions recall debates about the concept of 'national 

character', long discredited, in part because of its ingrained stereotypical 

assumptions" (Zolberg, 1996:166-167).

In the past, national identity has usually been ascribed to a population co-extensive 

with the geographic boundaries of a nation, and most European countries would 

consider themselves to have a distinct national identity, with the national patrimony 

making a significant contribution to this. Many European countries are not 

monocultural, though, but, with immigration over the last century, multicultural, 

France and Britain being good examples. The real danger of an emphasis on 

national identity and a common cultural heritage could be the exclusion of these 

‘foreigners’ from the national cultural debate, as well as a resistance to change over 

time. The United States of course is the quintessential nation of immigrants. As 

such, people there have had to face for a long time the issue of what ‘American

See Prott and O’Keefe (1989)
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identity’ means. The issue has never been resolved, and as such one hears far less 

emphasis on this argument for cultural support in the United States than would be 

the case in most European countries. In fact, some people would see an emphasis 

on national identity as divisive.

There are also numerous examples of where foreign art that is brought into another 

nation becomes assimilated into that culture and then becomes an integral part of 

importing nations national identity and patrimony. Certain art works are now of far 

greater cultural importance and status to countries into whose cultural development 

they have been assimilated rather than in the country it was created. For example o 

‘Bruges Madonna’ by Michelangelo left Florence for Belgium shortly after being 

completed and is now a vital piece of Belgian cultural heritage, or the fact that the 

rule of the British Empire and Napoleonic wars lead to many of the finest French and 

Italian art ending up in the UK and are now part of Britain’s cultural heritage. This 

trend has been quite unequal in many cases as few British works of outstanding 

quality have found their way to other collections or for example, it is nearly 

impossible to see Irish work outside Ireland yet Ireland has major collections of 

Italian art.

The national identity, and related national prestige (see later), argument though 

holds tremendous appeal for most people, even for Americans; witness the reactions 

of the population there to US participation in for example the Olympic Games or the 

Ryder Cup in golf. Given that it is accepted that national or regional identity is 

desired by the body politic, there still remains the question of the link between the 

national patrimony and national identity. There are various other activities that for 

some might generate a greater sense of national identity such as sports or national 

defence, than having a work of art reside within the nation.

Drawing on the work of sociologists, Globerman suggests that the benefit of national 

identity is synonymous with social cohesion and harmony (which benefits everyone), 

that this cohesion in turn depends on the intensity of social communications within 

and among groups, and that members of the same nation communicate more
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effectively with each other and over a wider range of subjects than with outsiders. 

Thus it is argued that national cohesion depends on the degree of communication 

intensity, and the latter in turns depends in part on the extent of government 

protection of the national patrimony. If preserving the national patrimony helps us to 

understand who we are and to understand the ways of living and the problems of our 

fellow citizens then the benefits are public in nature and the assets should be 

protected by, and owned by the state. This is captured neatly in the following: "The 

art of a society is both a manifestation and mirror of its culture and the existence and 

awareness of a common culture is intimately tied to the existence and awareness of 

a sense of community " (Bator, 1981:117).

The link between social cohesion and economic development has been well 

established. Interest in the social dimensions of economic development was 

pioneered by the likes of Hirschman (1958), but then really only resurfaced with any 

force in the 1990’s. Putnman (1993) showed the importance of social networks and 

local communication media in laying the foundations for the widespread 

dissemination of information and social trust , thereby creating the underpinning of 

effective governance and economic development. Compelling empirical evidence in 

support of the social cohesion suggests that controlling for other key variable, the 

cohesive, communicative and connected society produces a more hired, housed 

healthy and happy labour force, which in turn provides more productive factors for 

economic development.^®

Weil (1991) asserts in fact that one of the primary functions of the arts is to act as 

an agent of social cohesion and continuity: "Like language, the arts are one of the 

principal means by which a society binds itself together and transmits its beliefs and 

standards from one generation to another. The arts perform this function when they 

embody, reinforce, and celebrate the values of their society, when they confirm and 

exemplify the lessons simultaneously taught by the family, by the formal structures 

of education, and by the various mass media in all their variety. In this function, the

on
See such studies as Gittell and Vidal (1998), Sampson Morenhoff and Earls (1999), Burt (2000) 

and Meyerson- all of which studie the benfits of community networks, social and civic participation 
and exchanges/ commucniationa a thte household and community level. See also Hall and Jones 
(1999) and Koo and Perkins (1995) for macro-institutional studies.
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arts play a critically important role. Not only do they provide a kind of social “glue” , 

but they also furnish a means by which society can identify and distinguish itself 

from others " (Weil, 199:156).

This is indeed a very strong assertion; it may apply with special force to less well-off 

nations. Removing antiquities from the culture in which it is embedded (e.g. Mayan 

art) may deprive communities from enjoying its benefits and may threaten their 

sense of identity, alienate them from traditional sources of authority and weaken 

their institutional frameworks. The loss of such traditional art may happen insidiously 

and gradually over many years or in extreme cases, for example in wartime or 

colonial exploitation, there may be sudden and excessive movement. Prott and 

O ’Keefe (1989) also point out the problem especially with tribal and traditional 

communities, that western collectors through buying and reselling certain art works 

transform objects that may have been intended for religious worship or even some 

functional use into materialistic consumer goods. A related problem with the 

movement of certain works of art is that it may destroy important records of history 

or even civilisations, as seen in excessive depletion, be it through looting or 

whatever means, of the Mayan sites. If an antiquity is left within its intended site or 

culture, historians and scholars can often learn much more about the artists, their 

techniques and generally about the culture and tradition that followed, whereas once 

moved there may be much less chance to acquire such information when 

researched out of context.

This last argument is suggestive of the fact that the collective benefits involved may 

apply to a much wider group than the indigenous population. Sites containing 

immovable art may throw light on the origins of mankind in general and thus in a 

fundamental way contribute to the world population’s identity. There is though no 

corresponding ‘world government’ to fund the purchase/upkeep of such sites, but 

there are international bodies that can be used for the transfer of relatively small 

sums of international money to such projects. Besides, it may strengthen the resolve 

of some countries to assist the originating country in protecting its national patrimony 

against unlawful removal (see later) if all countries benefit from so doing.

They Loot Graves Don’t They?’ Economist, January 16, 1999.
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National/regional identity then is a persuasive and indeed pervasive argument in 

favour of state ownership/regulation of objects deemed to belong to the national 

artistic patrimony. It cannot however be claimed exclusively by the art market. There 

are arguably many other activities that enhance social cohesion to a much greater 

extent , such as reducing unemployment , increasing the standards of public 

services or reducing poverty. State ownership and retention of national patrimony art 

involves an opportunity cost. Whatever public funds are directed towards ownership 

and retention of art works, are necessarily taken from other potentially worthwhile 

areas. It could be argued that at a national level , funding state ownership of art 

may be regressive in terms of the nations overall economic development if it is 

diverting funds from more needy or worthwhile causes. Decisions concerning public 

funding are subjective and reside within the domains of a societies political 

marketplace. Whilst the link from national patrimony to national identity may be well 

established, it is likely to be one of many features promoting social cohesion in a 

nation, and hence the means of allocating funds between competing uses 

introduces subjectivity and political choice.

2.3.2 Other Non-private Benefits

National Prestige

International recognition and prestige are often posited as a benefit of protecting the 

national artistic patrimony that is related to social cohesion and national identity, and 

like these is public in nature. Few people, it is argued, would be happy if their 

country ‘became known abroad as a cultural wasteland, a nation in which Mammon 

had put beauty and art to rout’ (Baumol and Bowen, 1966, p. 383). Baumol and 

Bowen went on to cite the billions of dollars that the United States government had 

spent on getting first to the moon, much of which expenditure was justified solely in 

terms of national feeling of achievement. Bator (1981) argues that art is a ‘good 

ambassador’ in that the trade and movement of art between nations helps to 

stimulate interest, understanding and admiration of the originating nation. As such, 

there is a national interest in having a collection of valuable historical art as it
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ensures the country a place in the international art and culture arena as well as 

being perhaps a nnajor ‘magnet’ for attracting tourists (see later).

National prestige though is a very dubious grounds on which to base a public 

ownership/regulation argument. First, many more people might be concerned about 

the international standing of their football team or their golf players or film or car 

industry than that of their arts sector. The case for justifying state ownership 

depends on showing substantial differences from art and other private goods that 

could be potentially subsidised. It could be, though, that professional football or 

tennis will exist perfectly well without any subsidy, and therefore generate a positive 

benefit for others anyway, whereas the art-historical sector may not be able to 

sustain itself (at levels that generate national prestige) commercially without subsidy, 

and hence, in the absence of subsidy, no positive non-private benefit will be 

forthcoming. Besides, as will be seen later, many people do not think it appropriate 

to equate golf or basketball stars with historical art objects; the existence of both 

creates a sense of national pride, but basketball teams can be resurrected if let ‘die’ 

and golf stars come and go. Antiquities are unique, irreplaceable and perhaps relate 

much more to the ‘spirit’ and essence of a nation than do other factors. This brings 

the discussion back to national identity; there is not simply international prestige in 

having art objects on show for visitors, but in this case these objects also provide 

these visitors with a sense of the origin and identity of the nation in question and 

therefore a basis for better mutual understanding between nations.

Economic Spillover Benefits

Related to the international prestige argument is the fact that a country’s historical 

artistic patrimony may act as the ‘magnet’ that attracts tourists to a country. 

Examples of this abound, such as the Louvre in Paris, the Pyramids in Egypt, the 

Book of Kells in Trinity College Dublin, the Zwinger in Dresden, and so on. Tourists 

spend money and create major employment. Thus by protecting these national 

cultural assets everyone in the country, it is argued, benefits.

It must be recognised of course that many other enterprises -  such as golf or tennis 

clubs, shopping facilities, commercial theatre or amusement parks -  may have
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similar tourist and employment effects. It could for example be claimed that good 

golfing facilities are a key factor in attracting entrepreneurs to an area, with 

consequential benefits for museums. As such, it could be argued that the state 

should perhaps subsidise/own the golf clubs rather than museums. This example, 

while extreme, does illustrate the dangers of the economic spillover argument. Many 

people though probably believe that the Louvre for example creates benefits for 

shops/restaurants in Paris and that the direction of causation is not the other way, 

and that as such economic spillover effects do exist in relation to national cultural 

monuments. The primary rationale for public ownership of the Louvre though may 

never be related to such a non-specific (to the arts) benefit, but these extra benefits 

may be important to an overall assessment of public ownership of, and increased 

expenditure on, specific national cultural monuments/artefacts.

Option Demand: for Future and Present Generations

The essence of the option-demand argument is that there is a benefit for present 

generations involved in the consumption of the arts by future generations: present 

generations may derive benefits from knowing that the historic cultural assets can be 

enjoyed by future generations. In other words they are prepared to pay in taxes for 

these assets to be preserved even though they derive no benefit themselves from 

the existence of such objects. This argument is put forcefully by Baumol and Bowen 

as follows: " We have all met people who admit they have never themselves learned 

to enjoy a particular art form, but felt it important that such an opportunity be 

available to other members of their families. The same phenomenon has a 

significant extension to the posterity of the community as a whole... A program to 

preserve the arts for the nation’s posterity is a case of indiscriminate benefits par 

excellence. No one can say whose descendants will profit one hundred years hence 

from resources now devoted to that purpose. Neither can these benefits be priced 

and their cost covered by an admission charge “ (Baumol and Bowen, 1966: 384- 

385).

At first glance this is a convincing argument, but it is highly unlikely that people who 

put no direct benefit whatsoever on the existence of such historical artefacts would 

be prepared to spend money on such objects just in case their offspring might. Put
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differently, is it likely that someone who places no value on the contribution of 

historical art objects to the sense of national belonging/identity would expect their 

offspring to do so? It seems much more convincing that if they place a high value 

themselves on national/regional identity they will pass on these values to their 

offspring and in this case would be very anxious to spend a little more to make 

absolutely sure they continue to exist not just for their own lifetime but for their 

offspring.

The cultural preservation case is related to another option demand argument. 

People derive benefit from knowing that the cultural facility exists, thereby allowing 

them the option at some future date of attending it themselves, either on their own or 

with visitors. It is important to keep this argument separate from the other 

arguments. People may want an art treasure to ‘exist’, even though they never wish 

to see it, for reasons other than option demand: thus option-demand value is simply 

a small subset of the existence-value argument. The national identity argument is 

another, and again a much more important part of the argument; few Germans for 

example may pay to see a Durer painting but many want it to be kept because of its 

contribution to national identity. Option demand arguments apply to almost all goods 

and services: we all like to know there is a quality restaurant or specialist shop or 

tennis club in our area, if only to know that one day we, or our children or our 

visitors, might like to use them. This, however is rarely put forward as an argument 

for providing public subsidy to a restaurant, or specialist shop, or a tennis club, and 

so is equally dubious in support of art.

2.4 Fair Prices and Distributional Considerations

It is possible that large collective benefits are associated with the existence in the 

country of certain historical art objects but which the country still cannot afford to 

buy, at least not in relation to what some person/institution in another country is 

prepared to pay. Concern over the need to restrict the movement of art has mainly 

come about, in some people’s opinion, not because of an anti-trade mentality but 

rather due to such distributional concerns. With the tendency for art to move from 

poor to rich countries there are fears that all art will end up within a few wealthy
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nations and the rest of the world my be left culturally impoverished. This though is 

part of a more general concern with the distribution of wealth both within and 

between countries. Most material wealth such as real estate and automobiles is 

concentrated in the hands of the top 10 per cent of the world’s earners, largely in 

America, Europe and Japan, so what is different if this is also the case with historical 

artefacts? As argued already, historical artefacts may be very different to 

automobiles, houses, TV and other material goods. A country cannot sell some parts 

of its wealth as a result if its very ‘being’ is threatened. Thus access to air and water, 

access to ones children, and so on are qualitatively different to most material goods 

and are not for ‘sale’. Likewise many people will not renounce their religion 

regardless of the material cost and history is replete with examples of this. Historical 

artefacts many people argue belong much closer to the ‘religion’ category than to the 

‘cars/TV’ grouping and as such do not have a price in the normal sense of the word: 

in other words certain things some people argue should not be for sale, no matter 

what the price.^^

The world can be divided into to source nations and market nations. Source nations 

are countries such as Mexico, Greece, Egypt or India in which the supply of 

desirable cultural property far outweighs local demand. In market nations, the 

demand exceeds supply. When, as is often the case, the source nation is relatively 

poor and the market nation is wealthy, unrestricted markets will encourage net 

exports. Given that art is a luxury good, it would be efficient for poor countries to 

allow more liberal exports of art. It could easily be argued that the opportunity cost of 

funding arts in such nations is far greater, and public money should be channelled to 

improving hospitals or schools. Although this makes economic sense, the reality is 

quite contradictory. The most extensive retention schemes are found in nations that 

are rich in cultural artefacts but short on foreign exchange. Development policies 

would normally encourage export trade to earn foreign exchange to pay for imports 

and to finance domestic growth. When it comes to objects of art however most of 

these countries support seemingly counter-development type policies. Despite a 

large and well-funded market for such objects abroad, trade in art historic objects is

A typical example of such a view would be the following. T o  attempt an estimate of the money 
value of the artistic content of our museums would be an Intellectual vulgarism... (Art) is a service to 
society as free from the rules of demand and supply as the service of law’ (Adams, 1937:47).
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prohibited or restrained. There are many possible reasons that poorer countries 

have such restrictive policies concerning works of art. A more philosophical 

approach form theorists on social cohesion suggests that the social and cultural 

capital of the poor are more important assets which they draw on to help negotiate 

their way through an unpredictable and unforgiving world. Dordick (1997) notes that, 

form a social capital perspective the very poor have “something to lose” namely their 

bonding with each other. A cultural / religious reason may be that many of these 

societies have greater symbolic and political uses of cultural items and artefacts. 

Often however, it might simply be that there is a lack of cultural expertise and 

organisation skills to deal with cultural property as a resource, which like other 

resources, to be managed and exploited. Merryman (2000) sites the slightly more 

politically corrupt motive, that in many art-rich states there are entrenched interests 

that illegally, but profitably, exploit the illicit trade in such artefacts and so favour 

perpetuation of the status quo.

Bator (1981) describes art as a form of national capital as it generates income (for 

example through tourism as seen) and also as it produces psychological and social 

benefits for a country’s citizens. Using this perspective however he argues does not 

imply that in preserving the national patrimony that no national art should be sold 

and/or exported. If the price obtainable for sale/export exceeds the ‘fa ir’ value of a 

work (including its non-monetary value) then the nation’s wealth is intact or 

enhanced and there is no loss in selling it. Surely, cultural capital is just like any 

other capital; if someone wants to buy it at fair price let them do so.

This of course must apply to that part of the cultural capital that is not collectively 

owned, such as paintings in private hands, churches or private art museums. In this 

case, a fair price must be paid, or else there is interference with the private property 

rights of an individual. Indeed, it might be asked how an artefact is part of the 

national patrimony anyway if it is in private hands. It could be if it once belonged in a 

public place or public ownership or people are otherwise familiar with or attached to 

it. If it is, then the issue really is that the state/some collective domestic source 

should have right of ‘first refusal’ should it come up for sale. There may though be a 

feeling that since these historic artefacts are owned by wealthy people perhaps they
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‘should’ pay back the country that made such wealth creation possible by donating, 

at a lower price, the artefact in question. In a sense this situation applies in the 

United States where there is an expectation that wealthy individuals, aided by tax 

concessions, will donate to worthy causes, including the donation of their works of 

art, in recognition of the fact that it was the market economic system of that country 

that made such wealth collection possible in the first place.

If the artefact is in collective ownership the issue then arises as to when if ever it 

should be sold. Klamer (1996) discusses the hypothetical case of the Chinese 

wishing to buy Rembrandt’s Nightwatch from the Rijksmuseum in Amsterdam for say 

$1 billion. Would it be sold for this extraordinary price and if not is there any price at 

which it would be sold? Klamer argues: "Because of the identification of the Dutch 

with the painting, it cannot be sold. Time is involved as well as bonding. Some 

‘products’ need time; people have invested in them, and once they begin to bear fruit 

-  in the form of feelings of love, pride, awe even -  giving them up is inconceivable; 

selling our friendship would be a betrayal of all we stand for. Another factor is 

uncertainty. We can never be sure of the value of those special products. How much 

is your child worth to you? How much do you want for your wedding ring? Is a 

Nightwatch worth 100 million dollars, or 1 billion? If we have to exchange what is 

precious to us, we may prefer to do so in a deal involving some form of reciprocity. 

So we might lend out the Nightwatch -  but only if the Chinese were to return the 

favour somehow, royally, at a later date. That way we may discover value in the 

deal itself, that is, in the quality of the reciprocal exchange (Klamer, 1996:46).

This quotation captures a number of things pertinent to the discussion. First, there is 

the point that all goods/services as mentioned earlier are not the same, and that 

certain things quite literally do not have a price for most people. The example of 

one’s child is a good illustration of this, but so are certain works of art for certain 

people. Historical artefacts especially for many people may belong to this group and 

they may resist the temptation to sell at any price. An interesting analogy can be 

made to the market for internal organs. You may be offered millions to sell a kidney 

on the international market place, and even though you will survive perfectly without 

it, it would literally be impossible for most to put a price on , never mind sell .
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Second, it is clear that many of the important things to a person in their daily lives 

are not bought in the market place but received through reciprocal exchange 

between family members, work colleagues and friends. Third, the point about 

ascertaining the value, or price at which one would be willing to sell at, takes 

considerable time for some objects, especially say family heirlooms or national 

historical artefacts. Last, the quotation raises the concept that over time the utility 

derived from some objects can change, because of ‘bonding’. This brings the 

discussion back to the national identity argument discussed already: a feeling of 

national/regional identity generated by art objects results in fact from such bonding.

The concept of bonding is related to the wider, so-called endowment e f f e c t . I t  

relates to the phenomenon that people often demand much more to give up an 

object than they would be willing to pay to acquire it. The reason is that in the case 

of artefacts such as paintings the nature of the service derived from the good 

changes with possession. For example, a thing which you or a nation enjoyed as 

your own for a long time, such as a painting, takes ‘root in your being and cannot be 

torn away without your resenting the act and trying to defend yourself, however you 

came by it’ (Supreme Court Justice, quoted in Thaler, 1994:76). Thus there is not 

only the pleasure of looking at the painting but the psychic benefits associated with 

past ‘consumption’ of the painting. These psychic benefits do not exist at the point 

of purchase but build up over time, implying that what you would therefore be 

prepared to sell the painting for would be considerably higher than what you 

originally paid for (even adjusting fully for inflation and other factors). This has 

important implications for the market in historical artefacts. It implies that in relation 

to these goods there is a status quo bias, that is a preference for the current state 

which biases the person/nation against selling. This would suggest then that not 

enough such objects will enter the market, be it the domestic or international market. 

As such, there should be no need to put restrictions on the sale of these in the 

market place.

But, according to the earlier argument, some goods do not have a price. This is 

simply stating that the psychic benefits that result from the ‘bonding’ associated with

See Frey and Pommerehne, 1989, and Thaler 1994.
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some historical artefacts have a value that approaches infinity. But who is to be the 

judge of this? There are two distinctly different cases here.

If the artefact is in private hands, then whether or not the artefact is sold, and at what 

price, is up to the individual in question. It may be that a nation has identified with 

this artefact but it does not belong to the nation and the only way it can be obtained 

is by paying the full market price. It would run contrary to the principle of private 

property and individual freedom to suggest otherwise. The issue here then is how 

the nation is to obtain the object in question, finance as always being a major factor. 

Other devices are used and these will be examined later in the chapter.

The second case is where the object is already owned by the state but the question 

of selling it to pay for other worthy projects such as hospitals arises. There is an 

extraordinary reluctance to sell works of art held in public collections/ownership. As 

one author put it in relation to the debate on international trade in art: "Paradoxically, 

it is easier for art works that have been sold to leave the country altogether than for 

a work in a museum to be sold and sent out of a state or city to another place within 

the United States" (Zolberg, 1996:171). Even more paradoxically, it could be the 

reluctance to sell any art object, let alone those belonging to the national patrimony, 

from national collections that is the greatest barrier to others selling.^'* Once the 

object is sold to such a collection it can in effect never be bought back; once sold it 

is truly gone forever. Thus, it does not make sense to exhort a country/person to sell 

an artefact now and buy it back if times get better; such a choice may not exist. In 

this sense it is much better if the objects are sold to private collectors, since it is 

much more likely that they will come on the market again than if they are purchased 

by a museum. On the other hand though, if an object is sold out of public ownership 

in one country to public ownership in another at least residents of the selling country 

can have access to the object if they should visit the buying country. For many 

people this is poor compensation, as the location in which the object is placed may 

be vital to the overall psychic benefits that flow from the artefact; there is also of 

course the cost of getting to the other country. Long-term loans or in some cases

A further factor of course is the high cost of selling works of art, with commissions for selling 
averaging around 10 per cent or more of the selling price.
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‘permanent loans’ may be a way of overcoming this problem, but it is not evident 

why this should be the case if the loan is truly permanent.

2.5 Restricting objects in the national patrimony leaving a country

Almost all of the policy discussion in relation to the national patrimony relates not so 

much to what it is and why it needs protection, nor to how the state might purchase 

relevant objects once they are identified as belonging to the national patrimony, but 

to how objects held in private hands but deemed as belonging to the national 

patrimony can be kept within the boundaries of the nation state in question. It does 

not matter whether such an object should be sold to another phvate individual within 

that country. Nor is there concern that the part of the national patrimony held in 

public collections be sold as this wilt almost certainly not arise, for reasons 

mentioned earlier. Rather, the emphasis is almost exclusively on preventing works 

from being exported.

It is true that most governments use various devices, such as tax breaks, to entice 

individuals to leave works of art to art museums and thereby keep the works of art in 

question in the country. These tax breaks however apply not only to works of art but 

all donations to non-profit organisations, including those to churches, schools, 

hospitals, and other art forms such as concert halls, opera, theatre, and so on. 

Besides, in relation to works of art they are not restricted usually to works of art 

belonging to the national patrimony; they apply to all works of art, be they new or 

old, ‘good’ or ‘bad’. There are reasons for the state to subsidise in this way 

donations of works of art not belonging to the national patrimony^^ but these are not 

of direct relevance to this discussion. Some governments though do use the tax 

system to entice people to keep objects belonging to the national patrimony (mainly 

the UK) but these are relatively unimportant devices when compared with export 

regulations and direct purchase by the state. It is also the case that some art work 

purchased today will at some later stage, because of the bonding discussed earlier, 

become part of the national patrimony; thus, unless there is state purchase of nnore

See O'Hagan (1998a)
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recent art there will be no part of the future national patrimony relating to more 

recent times.

This section will consider three devices by which states attempt to keep objects 

belonging to the national patrimony within national boundaries: export restrictions 

and pre-emptive rights, import regulations/restrictions, and tax breaks specific to the 

national patrimony.

2.5.1 Export Restrictions and Pre-emptive Rights

The most common form of regulation in art markets, in place in over 140 countries, 

with the notable exception of the US, is restrictions on exports of art objects 

belonging to the national patrimony. Legislation in this area concerns limiting, 

controlling or prohibiting the export of works of art through subjecting them to 

approval or notification systems prior to export. Most countries try to limit the number 

of items subject to restrictions by criteria of age and/or value to ensure they are 

practical to enforce (this list may be different to what is listed in the national 

patrimony or may act as a proxy for what is in the national patrimony where no such 

list exists), but there is a wide variety in degree of controls between nations. The 

main methods of export regulation that are in use or that have been proposed are 

the following:

Embargo or Prohibition. The prohibition on export may refer either to an entire class 

of items such as all antiquities or some precisely defined list of works. The effect of 

embargo is to eliminate all legal trade in listed items and as such is often applied 

only to a limited number of art works. Also countries using embargo will generally

A particular problem in looking at this issue is that many measures put in place are designed to 
guard against trade in stolen art historical objects; this is a rather different form of illegality to art that 
is traded with the knowledge and support of its owner but which is in violation of some export 
restriction. There is fairly widespread agreement across countries that some form of international 
treaty is needed to deal with art objects which are stolen, but even here there is considerable difficulty 
as very often the question of ownership is in dispute or unclear. Related to this is the question of art 
historical objects which had been stolen/looted some time in the past (e.g. such as during the Second 
World War) by invading/occupying armies and whose ownership is now very much in dispute. The 
concern here is exclusively with the measures put in place to deal with trade in art historical objects 
which is in breach of the laws restricting such trade; the problem as shall be seen is that in many 
cases such measures are designed to deal with both issues, i.e. stolen and illegally-exported objects. 
This though does not apply to measures to restrict exports and these will form the main focus of the 
remainder of this chapter.

Prott and O' Keefe (1989)
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allow certain exceptions. For example China prohibits the export of all works of art 

except for the purpose of exhibition subject to the issuance of a special licence.^® 

Countries such as Columbia and Turkey also enforce prohibition of exports unless 

for temporary exchange or exhibition. Prohibition can only be useful for countries 

with strict border controls and low international trade as export bans raise the value 

of art on illegal markets encouraging smuggling and illicit export (see later).

Export Quotas. This system sets export quotas by reference to the volume of 

imports. It was suggested by the UK Waverly Committee to try to keep a balance 

between the gains to the national patrimony from imports with losses through 

exports but was rejected and is not currently in use in any state.

Export Licensing. This is the most flexible and widely-used instrument for export 

control with a variety of systems in place ranging from genuine screening devices to 

effective embargo in that licences are rarely granted or ‘administratively enforced 

embargo’'*” . License requirements that go beyond mere screening reduce the 

domestic price for the particular category of works of art as they reduce demand for 

domestically installed works of art; at the same time they increase the foreign price 

for this category as they reduce the supply abroad for this art. The extent to which 

such a price differential is established depends on the strictness and administrative 

complexity of the particular national system. Most systems limit the number of items 

subject to export control by criteria such as age and value. Liberal systems include 

that of Japan in which the list of items requiring a licence is very narrowly defined or 

the UK which maintains high age and value criteria. Strict systems are found in 

countries such as Italy and Greece in which any item deemed of subjective interest 

by the state requires licence authorisation.

Pre-emptive Rights. These are associated with export licensing. They give the state, 

public museums or other institutions the right to purchase the work of art to be 

exported at either a competitive market price or one set or agreed through 

negotiation. Licence application is needed to defer export and allows time for 

potential domestic purchasers to mobilise the necessary funds; this is important 

also as seen earlier as it can often take considerable time and reflection to ascertain 

the extent of the ‘bonding’ and therefore psychic collective benefit that may attach to

3fl Although nothing has been given exception since 1950.
Prott and O’ Keefe’s (1989) explanation for its rejection was that as most movement involved 

outward flows, a balanced quota was little different to a prohibition of exports.
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a historical artefact. National systems vary as to whether the price offered by the 

exporter has to be matched, or a new price negotiated or settled by the courts. 

Some states such as Italy and Greece retain the right to withhold the licence even 

when the delay period is due and no offer is forthcoming; this is equivalent to export 

prohibition. Others such as France retain this right but offer compensation to the 

owner. In states such as the UK and Canada however export licences must be 

granted if the state or domestic institution does not exercise their rights of 

acquisition.

Export Taxes. Some states also impose taxes once an export licence is granted to 

act as a further disincentive to export. Taxes are based on the value of the object to 

be exported and vary from 5 to 30 per cent in Italy and Spain and in the 15-25 per 

cent range in Saudi Arabia. Internally in the EU taxes are not permitted as they 

were found to be contrary to Article 16 of the Treaty of Rome concerning the 

abolition of customs duties.'*’

It is obvious that nations differ significantly in the intentions and practices of their 

export regulation systems. Thus, the fact that one country has a particularly strict 

regime on its statute books does not mean that de facto such a system applies. 

Nonetheless, the table below does gives an indication of how a sample of countries 

rank against each other, probably both de jure and de facto, in severity of 

restrictions.

Table 2.1 Ranking of Countries in Terms of Severity of Export Restrictions

Minimal or no restrictions Low level High level Export embargo

Barbados Japan France China

United States Switzerland Italy Columbia

UK Spain Turkey

Source: UNESCO,1989

This term was coined by Bator(1981)
The case of EC Commission v. Italy (1968) is detailed in Prott and O’Keefe (1989) in which Italy’s 

progressive tax on art exports of 8-30% was found to be contrary to the principles of the Treaty Of 
Rome. Italy had argued that the tax did not unduly hamper trade and helped to compensate the 
nation for the loss of its national patrimony by providing funds to use for preservation and restoration 
but were defeated and Italian law was changed in 1972 to remove the tax.
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The table shows the US has one of the most liberal systems with no legislation 

barring or limiting the export of art, except very specific laws protecting Indian 

sacred sites. This lack of restrictions could be due both to the predominance of a 

free market ideology in the US economic system and the fact that they are and 

always have been predominantly buyers rather than sellers of art. It is also worth 

noting that all of the major international art markets lie towards the top of the table 

(London for old masters, New York for contemporary art, Switzerland for jewellery 

and antiques, and so on.). Further, it is clear that a country not rich in national 

patrimony will resist efforts to impose any system of uniform export restrictions. 

Besides, there may be economic, and as well cultural, factors that explain a 

particular country’s attitude to export restrictions. This will also apply in relation to 

how a country will assist in enforcing an export regulation applicable in another 

country.

2.5.2 import Regulations

The use of export regulations is, as seen, only one of a range of instruments used 

to protect the national patrimony by keeping it within the boundaries of the country in 

question. For a system of control to function properly, import regulations are perhaps 

a necessary corollary which implies that states have to rely on the co-operation of 

other nations -  the ultimate consumers of exported art. Import regulations in other 

cultural goods often relate to protective measures'*^, but in the case of art are in 

place to try to reduce illicit trade by making those who provide a potential market 

agree not to purchase works they believe are stolen or in breach of some export 

regulation. Generally this implies that all imports must be accompanied by some 

form of pedigree such as proof of origin, ownership, or legal export.

Again there are a variety of systems in place. The US is the most significant 

importing state as well as the largest market for stolen and illegally exported art. Its

It is argued that import restrictions are needed In certain cultural industries to prevent indigenous 
cultures from being bombarded with some dominant external culture. For example content restrictions 
on TV programming in France or content quotas in Canada’s radio stations to prevent US domination 
(see Kesten, 1992). It should also be noted that certain nations may actively encourage imports (e.g. 
exemptions from tariffs and customs duties) to foster cultural awareness and education or simply to 
allow for more trade on their national markets.
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policy on imports is as liberal as that of exports with no restrictions on imports apart 

from some pre-Columbian sculptures and murals. The UK, another important 

collecting and exporting nation, also does not impose controls on imports or 

recognise and enforce the export controls of other states claiming it would work 

against their status as a major International market. These and other wealthy art 

markets such as Japan are all major importers and, to maximise the range of 

acquisitions available, generally are against import controls. While they can be 

forced to deal legally with issues of stolen property, illegal export does not often in 

itself constitute an offence. Other states have a variety of measures in place which 

can be categorised as follows:

1. Blank Check Control. This refers to systems which bar the import of all art whose 

export has not been legally authorised. Proponents of this system claim that the US 

and other big importers are major markets for illegally-exported art and, as they are 

economically superior to art rich states, there is a strong incentive to sell to them 

even if in violation of export laws. As a result, the blank check control system was 

proposed in the original draft of the UNESCO Convention Document which called 

for all signatories to prohibit import of works of art unless accompanied by 

appropriate export documentation from their country of origin. The US rejected and 

defeated this draft stating that they could not adopt a rule banning imports simply 

because their export was in violation of another state’s law.'*'*

2. Selective Controls or Import Limitations. While few nations prohibit the import of 

art, many apply selective restraints. Types of art imports subject to restraint are:

Stolen works of art ( stolen from their state of origin and therefore not declared as 

part of their exports);lllegally exported objects ( exported in violation of the state-of- 

origin laws);Objects from clandestinely excavated sites (the most difficult to prove 

as theft unless initially classified and protected under the state’s law).

See section 2.4
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In the case of stolen art most states, including the US, provide remedies in the form 

of judicial action giving the owner rights to sue for recovery in the courts of the 

importing nation provided they can furnish sufficient proof of ownership and theft. 

The second type, (b), is not as clear-cut as the complaining party for this case is the 

state whose export laws have been violated, rather than the original owner seeking 

return. As a general rule exporting states will have no standing in the importing state 

to recover the stolen object or sue for its value and must seek remedy directly 

against those who violated its laws. A problem that arises in legal cases in this area, 

and that of the third category, is the difficulty in distinguishing between stolen and 

illegally exported g o o d s . F o r  example in the famous US v McClain 1977 case 

where Mexican artefacts were being looted from sites and illegally exported to the 

US, the necessity of establishing ownership was emphasised."® Many pieces 

involved were not known or registered with the Mexican government and so the 

courts ruled that while it was illegal to deal in stolen goods, theft could not be 

established unless there was a bona fide declaration of ownership. Illegal export in 

itself does not constitute theft and as such it is not a violation to import an item of art 

or anything else into the US just because it has been illegally exported from another 

state.

3. Self Restraining Acquisition Policies. Rather than resorting to judicial action this 

system involves those supplying the market for illegally exported goods to voluntarily 

decline purchase. Works of art of national importance will often end up in museums,

Bator (1981) argues on the side of the US regarding the undesirability of such a rule. He claims that 
it removes the decision as to what art enters a country and the decision of what scope of enforcement 
regime it may be practical and desirable to operate. Blank Check Systems imply that you must 
enforce other states export laws whatever their content even if highly restrictive and coercive which 
must always work in the direction of restricting the international trade in art despite the wishes of the 
international community. It would also involve a very complex, expensive and intrusive regime to be 
effectively enforced especially in the EU where all other interests have moved towards dismantling 
border controls.

For details on the substantial numbers of legal cases tried in this area see Merryman and Elsen 
(■1979) and Prott and O’Keefe (1989).

See McAlee(1983)
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and, through international pressure and self interest in preserving art, most of these 

institutions have developed ‘ethical acquisition’ policies. Most large museums have 

explicit policy statements regarding acquisitions which generally include that works 

will not be accepted into collections if illegal export is suspected or until some valid 

title can be proven. International organisations such as ICOM and UNESCO have 

been instrumental in developing ethical acquisition codes and policies that they 

expect their members to comply with. ICOM, founded in Paris in 1946 and now with 

around 15,000 members in 147 countries, also has a code of professional ethics, 

respect for which is regarded as a minimum requirement to practice as a member of 

the museum profession it states explicitly that; "Illicit trade in objects destined for 

public and private collections encourages the destruction of historic sites...theft at 

both national and international levels... and contravenes the spirit of national and 

international patrimony...A museum should not acquire, whether by purchase, gift, 

bequest or exchange, any object unless the governing body and responsible officer 

are satisfied that the museum can acquire a valid title to the specimen or object in 

question and that in particular it has not been acquired in, or exported from its 

country of origin and or any intermediate country in which it may have been legally 

owned in violation of that country’s laws " (ICOM, 1986)

Although not all museums enforce such policies (and there is no way to control the 

acquisitions of private/individual collectors),'*® media attention concerning acquisition 

controversies and substantial public interest especially from potential donors has 

exerted considerable pressure on large institutions to refrain from dealing in 

unlawfully traded material. However Hamilton (1975) describes the problems of 

these self regulating policies in an analogy to a strike: "Self denying ordinances are 

a tactic similar to a working man’s strike: unless a sizeable majority join in the tactic.

For a more in depth discussion of the case see McAlee (1983) and Bator (1981). The case stirred 
debate over the need for blanket state ownership of sites as the courts ruling held that an antiquity 
could be regarded as stolen property under the National Stolen Property act if it was taken from a 
foreign state that had explicitly declared ownership. However Bator’s discussion of the case makes 
the point that this might encourage a regulatory regime that is over inclusive and unduly rigid. He 
states that many illegally exported antiques were unearthed years ago and often are substantially 
unwanted at home and unnecessary to preserve the national patrimony. He claims that nominal state 
ownership should not prevent their free export and the stolen property category should be reserved 
for clear and egregious cases.
‘’®See Article 3.2 in ICOM Code of Professional Ethics at http:// www.icom.org/

According to O ’Keefe (1997) there is only one association of private collectors -  the Swiss 
Association of Collectors and it has no code of conduct
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it will fail and the striker will be out of work, the museum poorer in collections. On the 

other hand, if the evil is perceived by large enough numbers of the public, 

government regulation could be imposed -  if museums fail to stem the tide of 

criticisms by their own acts, legislators may take the initiative away from them." 

(Hamilton, 1975: 361)

Many regulators feel legal restrictions on what museums obtain is overly rigid and 

puts acquisition policies in the hands of public officials rather than the museums 

themselves. Most nations use some form of indirect regulation via tax and other 

financial incentives. Museums often receive favourable tax treatment due either to 

their status as charities (e.g. US) or as public storehouses of the nation’s wealth in 

art. These tax incentives could be the entry point for regulating museum acquisitions 

with favourable treatment made conditional on the adoption of suitable policies.

There is substantial international agreement in imposing import controls if the art is 

stolen, or its illicit export is damaging an important category of art or a nation’s 

legitimate national patrimony. However many feel that unless there is a multilateral 

system operating, illegal flows of art will continue in the direction towards the 

countries with the least controls.

2.5.3 Tax Policies and Incentives

Tax incentives are used by most governments as a means to support the arts. In 

relation to the national patrimony, financial incentives are used as a form of indirect 

aid, channelling funds and donations towards art institutions and so encouraging the 

domestic retention of works of art and reducing trade. Incentives may be designed to 

discourage exports of heritage art through encouraging donations to domestic 

museums in cash or kind^^ or through making it more financially attractive to hold the 

object rather than sell it abroad. Finally, tax breaks may also be offered in return for 

public access and ownership by domestic institutions. Tax incentives are generally 

applied to receipt of income or transfer of works of art by sale, gift or death.

In the EU the directive did not affect the exemption from VAT for museum imports. Exemptions 
such as these provide an example of such an ‘entry point’ to regulate acquisitions, for example if 
imports are not accompanied by suitable pedigree or proof of ownership/legal export.

Again, encouraging museum ownership is analogous to discouraging exports especially in 
European institutions who rarely if ever sell any works that become part of their collections
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These tax measures though are not, as mentioned already, specific to the national 

patrimony and only aid the retention of art-historical objects indirectly. Nonetheless, 

there are a few tax measures which specifically apply to the national patrimony and 

two of these will be discussed briefly.

Exemptions from inheritance and capital taxes. Works of art may be exempt from 

these taxes once certain conditions concerning public access or exhibition and 

retention within the state are met. There are 100 per cent exemptions from 

inheritance, estate and capital gains tax for donations of art to national museums 

and galleries in countries such as the UK and Japan.

If the object is kept in private hands, then in the UK tax concessions also apply and 

the scheme is known as a 'conditional exemption' because, to avail of the tax break, 

certain conditions must be fulfilled, namely: the work must be considered by the 

state to be of national artistic, historic or scientific interest and be of a pre-eminent 

nature; it must be deemed of sufficiently high quality to be displayed in a public 

collection or be 'museum worthy'; the owner must agree to keep the object 

permanently in the UK ; plus agree to take steps to preserve and maintain the 

object and ensure reasonable public a c c e s s . ( S e e  Chapter 3, Section 3.3.2 for a 

discussion of tax incentives in the UK). Other countries attach value limits such as in 

Germany where exemptions are granted up to amounts of 40,000 DM for direct 

inheritants or 10,000 DM for others. In all schemes these tax incentives promote the 

dual objectives of discouraging export and increasing public access.

Acceptance in lieu is an incentive that allows individuals to discharge a tax debt on 

asset and estate taxes by donating works of art to the state and public institutions. 

This mechanism acts as a tax deduction and there are usually stipulations attached 

in terms of acceptability of items and if remaining in situ, public loan and exhibition 

conditions. For example, in the UK, to be considered items must be both museum 

worthy and 'pre-eminent' in their own right or as an addition to a collection, or in

“  See Chapter 3 section 3.2 for full details on conditional exennptions
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Germany the work must be 'exceptional' and represent the public interest. 

Governments are often strict as to which items are acceptable in lieu of taxes as this 

tax incentive is more costly than others in that the tax usually paid on transfer is lost 

plus the tax deduction from estate or other taxes owed. Again like the previous 

incentive, acceptance in lieu is in place to discourage exports and increase public 

access.

2.6 Conclusions

It is clear that for most states there are objects which form a special part of the 

county’s cultural/historical legacy, some works of art very much falling into this 

category. A corollary of this appears to be that the objects in question should remain 

within the geographic boundaries of the state/region concerned, for reasons 

mentioned earlier; the fact that the object would be maintained and conserved 

somewhere abroad appears not to be relevant to this debate. It was argued that if 

this is the case the most appropriate avenue to ensure the maintenance of such 

objects in the country is through state purchase; if they belong in some sense to ‘all’ 

then they should be paid for and owned by all, through the state purchasing and 

maintaining them. This is indeed the case for most such objects and in most 

countries what would be considered as part of the national patrimony is largely on 

display in public museums. The argument for such public ownership has been 

examined carefully in this chapter. The principle of the argument has not really been 

challenged in Europe, but it is interesting to look at the case of the US in which a 

large proportion of museums are in fact privately owned and funded.

Frey and Pommerhne (1989) point out that the main source of income to most 

museums is public subsidy and the government share of subsidies to museums in 

Europe ranges from 70 to 100 per cent of their costs. The US is a clear exception , 

where average government support of costs is 10 per cent. There are however vast 

differences in important legal and administrative policies and arrangements between 

the US and Europe. All museums, including private museums, in Europe have a 

special legal status which is beneficial for public funding but binds them to the rules

Again see chapter 3, section 3.2 for details of the UK acceptance in lieu scheme.
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and administrative practices of the public sector. A major restriction in Europe is anti- 

deaccessioning legislation in member states. Deaccessioning in the US on the other 

hand is widespread and accepted by the general museum community, and 

generates an income for museums which reduces the need for state ownership and 

support. Museums in the US also rely heavily on donations of private individuals 

which are aided by attractive tax incentives, whereas European museums generally 

rely on direct financial aid.

Whilst it can be argued therefore that there are alternatives to state ownership of 

national patrimony works, it is obvious that this may only take place efficiently if 

there are appropriate legal and financial structures in place to allow museums to 

otherwise function and retain a reasonable national collection. How many objects 

‘belong to all’, in the sense that they confer a benefit on a wide section of the 

population, and how much society should pay to obtain these objects are all matters 

of heated debate.

There are objects though which many consider to be part of the national patrimony 

but which are not in state ownership. Examples of these include private collections 

of historical artefacts, objects kept in churches, and objects the ownership of which 

is unclear, such as yet undiscovered art treasures. Once these objects remain in the 

state there does not appear to be an issue, even though there may be no public 

access to many of these objects. Why though should this be the case and why does 

it only become an issue when the objects come up for sale? It would presumably be 

difficult to raise the issue otherwise as compulsory purchase by the state is not an 

option when they are not for sale. Besides, once they are declared for sale there is a 

very real possibility they will be sold abroad, given that the market for art is very 

much global in nature and as such any individual country would normally form only a 

small part of the purchasing power within that market. The question then is why can 

the state or some public institution not simply compete on this global market and buy 

the objects on the open market? The alternative is to prevent in some way the sale 

abroad of these objects.

For a thorough discussion of the issues and practices of deaccessionig see O'Hagan (1998)
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Export licences in many cases simply ‘provide time’ for a public institution to 

compete on the open market. The object could for example othenwise be sold 

without their knowledge. Besides, it usually takes much more time for a public 

institution to raise the money for such a purchase than would be the case for 

example for some foreign private institution. This would be especially the case if the 

public institution requires both private and public contributions to raise the necessary 

funding. The provision of this ‘time’ therefore seems reasonable provided that the 

time period is not excessive and once elapsed the individual is free to sell to the 

highest bidder.

If this is not the case and the individual is not allowed to sell abroad, even after the 

elapse of a year say, then for some this is acceptable. The cost for the individual is 

of course a considerably lower price received; if sold on the much smaller domestic 

market then a lower price is almost inevitable. The alternative for the individual is to 

sell it illegally abroad; because of the potentially large differential between domestic 

and global price there will be plenty of economic incentive to do so. But which is 

more inappropriate, the sale abroad with the full permission of the owner but not that 

of the state or the sale on the domestic market with the state’s consent but with the 

owner constrained to do so and receiving probably a much lower price? This is the 

central issue in placing any constraint on the sale of works of art other than that of a 

‘delaying’ export licence. For many people it may be an acceptable constraint on 

private ownership/sale. Such restrictions exist in all societies; for example individuals 

cannot legally sell hard drugs in most western societies, exchange and capital 

controls have operated in many developed countries and in times of crisis 

restrictions on private actions can be far-reaching. As mentioned previously, some 

people see works of historical art as belonging outside the normal range of 

trade/commerce, no matter who owns it. Besides, reinforcing this is the fact that 

most works of historical artefacts are probably owned by wealthy people, people 

who as mentioned may have made their wealth in that country and who many 

believe should make an appropriate return to the nation by either retaining historical 

art objects within the country or by donating them to the state, with or without state 

assistance. For others though the strong belief persists that such philanthropic 

gestures should be voluntary and not enforced through some state regulation/action;
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the next step could be enforced ‘appropriation’ of all art objects held by wealthy 

individuals without any connpensation whatsoever. For those who believe that the 

existence of private property and its protection under the law is a sine qua non of an 

economically strong and civilised society this would be intolerable.
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Chapter 3. Government Intervention and the UK Art Market^

3.1 Introduction

The UK is home to the largest art market in the EL) with sales in 1998 of 4710 million 

Euro or nearly 60 per cent of the EU art trade.^^ It is rivalled only by New York as an 

international centre of trade in art. This chapter gives an overview of trade and the 

UK art market. It examines market size and turnover of both auction and dealer 

sales in the UK as well as prices achieved on these. It then looks at trade in art in 

the UK i.e., intra-EU and extra-EU import and export of various art forms. It 

considers the various factors that affect trading particularly the legal and fiscal 

constraints imposed by governments at the national and EU level. It also looks the 

specific provisions used in the UK to protect the national artistic patrimony.

The UK market remains the only truly international centre of art in Europe it. English 

collectors have been trading art since as early as the 1600's. King Charles the First 

(1625-1649) had a vast collection of Greek paintings and sculpture and his 1,400 

paintings and 400 sculptures were put on sale by the parliament between 1650 and 

1653 attracting many foreign collectors from around Europe.^® The first art auctions 

took place in London over 250 years ago and since then the UK has accumulated art 

from various sources. During the French revolution England became an important 

trading centre for art of the French aristocracy, and during Colonialism art was 

gathered from all around the world as collectors brought it back to the home country. 

The liquidation of the various British colonies and war ravaged Europe post World 

War II enabled a further influx of foreign art. These years of accumulation laid 

important foundations for the present UK market as an international centre for art 

trading. This trade has continued to flourish not least because of the predominantly

' This chapter forms the basis of "Export Restrictions, Tax Incentives and the National Artistic Patrimony" (with 
John O'Hagan) (2000) Cultural Trends. Issue 37 and the chapter "Government Intervention and the UK Art 
Market" from Selwood (ed) (2001) The UK Cultural Sector: Profiles and Policy Issues. London: Policy Studies 
Institute: London.
“  Market Tracking International (2000).
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free market ideology present in the UK since the 1980's. More recently however, 

there have been fears that increased costs and 'red tape' associated with EU 

innposed regulations in the art market may slowly tip the balance of trade in art 

towards New York, Switzerland or elsewhere outside the EU as vendors try to avoid 

the higher costs of selling in London. The concluding section of the chapter 

considers the outlook for the UK art market in the light of some of these recent 

developments.

3.2 Trade and the UK Art Market

3.2.1 Market Size

As stated in Chapter 1, it is estimated that international art sales totalled over 18 

billion Euro in 1998. The EU accounted for over 50 per cent of sales a whilst the US 

share of international trade was 42 per cent. The UK is by far the largest market 

within the EU with sales of 4710 million Euro in 1998. This represents nearly 60 

per cent of the EU art market and 26 per cent of the international trade in art.

The UK has also been amongst the fastest growing art markets internationally with 

91 per cent growth of sales from the recession in the art market during 1993/94 to 

1998/99. This was slightly ahead of the US with 90 per cent and nearly three times 

as much as any of the other major art markets (France with only 9 per cent, 

Germany with 29 per cent and Switzerland with 35 per cent).^®

Sales of art are divided between dealer and auction sales and these two sectors of 

the art market are very different in terms of size and features. In the UK in 1998 

auction and dealer sales were split approximately 50:50 (Market Tracking 

International, 2000).

The European Commission (1999) estimate that the UK has a 29 per cent share of 

world auction art trade and over 60 per cent of that of the EU. The auction market is

Barre, Doccio and Ginsburgh (1994)
The only other significant art markets in the EU are France and Germany with sales of 34% and 6% of EU 

trade respectively.
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dominated by the 'big two' international auction houses, Christies and Sothebys who 

account for 60 per cent of sales internationally (in terms of value) and run seven out 

of the eight top auction houses in the world. In the UK, Christies and Sothebys 

account for 25 per cent of total art sales and around 50 per cent of auction sales. 

The remaining auction sales take place via other auctioneers most notably Phillips, 

the third largest fine art auctioneers world wide and Bonhams.^® Both of these 

auctioneers have the majority of their offices in the UK but are international 

organisations with regional offices around the world.

Figure 3.1 shows the trend in auction sales from 1991/92 to 1999/00 in nominal 

terms. Over the period sales increased in the UK by 175 per cent from 325 million 

Euro to 893 million Euro or an average of 14 per cent per annum.“  There was 

positive growth in each year apart from the period 1992/93 to 1993/94 when auction 

sales dropped by 8 per cent during the art market recession. Growth over the period 

was slower than the US at 252 per cent (from 434 million Euro to 1530 million Euro) 

and on par with the world average of 173 per cent. Per annum, US sales averaged 

17 per cent and showed positive growth rates in all years (although they fell 19 per 

cent during the recession).

Figure 3.1 UK Art Auction Market Turnover 1991-2000
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Source: Art Sales Index, 2000

“  Growth rates are based on turnover figures from the Art Sales Index (2000) which quote year to year sales 
turnover in nominal terms.

Market Tracking lnternational(2000)
Note that the figures for growth of auction and dealer sales are based on data from the European Commission 

(1999) and Art Sales Index (2000). Again, these will figures differ from those quoted by Market Tracking 
International (2000) and other sources. See Chapter 1, Section 1,3.1.
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The dealers market, in contrast to the auction market, is very fragmented with 

around 9,500 dealers in the UK. The largest art dealer in the UK is thought to 

generate around 5 per cent of UK dealer sales annually (or 1 per cent of the global 

t o t a l ) . A s  a result of this fragmentation of the market, art dealers have formed 

national trade associations to protect their interests. The main national associations 

in the UK are LAPADA (The Association of Art and Art Dealers) with over 700 

members; SLAD (The Society of London Art Dealers) with 92 members and BADA 

(The British Antique Dealers Association) with 400 member organisations. These 

national associations also come together under the international umbrella 

organisation CINOA (The international Confederation of Negotiators of Works of Art) 

which comprises of around thirty affiliated associations world wide representing over 

4000 art dealers.

Because of its fragmented nature and the fact that art dealers are generally privately 

owned and family run businesses, there is little accurate data available on sales in 

the dealers sector.®^ Geographically the distribution of dealer sales is significantly 

different to that of auction sales. In 1998, the European Commission (1999) estimate 

that the EU accounted for 26 per cent of international dealer sales . The UK's share 

of international sales is 12 per cent which accounts for nearly half of EU dealer 

sales. The share of the US is slightly higher than the UK at 18 per cent. Both the UK 

and the US have considerably lower shares in the dealer sector than that of auction 

houses due to the dominance of the 'Big Two' auction houses which predominantly 

carry out sales in London and New York, whilst dealers tend to be far more local in 

terms of geographical location of sales.

Figure 3.2 shows the trend in dealer sales from 1993/94 to 1999/00®'*. Over the 

period dealer sales in the UK increased 127 per cent from 529 million to 1202

Hayes (1999)
LAPADA was formerly known as the London and Provisional Antique Dealers Association 
Statistics used are from Market Tracking International field research on the dealers sector from Hayes (1999) 

and European Commission (1999).
®‘* Statistics from 1993 to 1997 are taken from the European Commission (1999). The data for the years 1998- 
2000 are estimated based on the growth rates of auction markets. This seems reasonable, as growth rates for 
the previous years were identical or differed by less than 2%.
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million Euro or an average of 15 per cent per annum with positive growth each year. 

Growth over the period was on par with the US with 126 per cent ( from 774 million 

to 1215 million Euro) and greater than the world average of 102 per cent. Growth per 

annum also matched the US with 15 per cent.

Figure 3.2 UK Dealer Art Market Turnover 1993-2000
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Source : European Commission, 1999; Art Sales Index, 2000

3.2.2 Auction Prices

Price fluctuations in the art market are unpredictable and dependent on a range of 

factors including the fame of the artist, the characteristics of the work itself ( size , 

medium, subject and other technical and artistic qualities), characteristics of market 

supply and demand , and macroeconomic factors such as income levels and 

inflation.®^ In the late 1980's the art market experienced a huge cash injection with 

the appearance of a new breed of speculative collectors investing mainly in modern 

art as it offered a wider range of risk and return investment opportunities. This 

caused an asset price bubble in most of the major art markets in the late 1980's and 

early 1990’s. However heavy speculation and other exogenous factors caused 

prices to plummet in the early 1990's as these investors got rid of their art in the 

recession. Contemporary and modern art prices were hit particularly badly when the 

'bubble burst' but this sector has now recovered and prices are on an upward growth 

trend again.

Czujach, 1997; P fieigeret al, (1992).
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Figure 3.3 shows average prices over the period 1991/92 to 1999/00. Average 

prices peaked in the UK in 1992/93 and then dropped over 23 per cent in the 

following year of art market recession.®® The UK sells more contemporary art than 

anywhere else in the EU in absolute terms and this was one of the worst hit sectors 

during the art market recession. The market recovered quickly (relative to average 

price recovery on the international market) and by 1994/95 growth rates had 

reached 15 per cent whilst the other major markets were still in decline. This could 

be explained by the fact that , in relative terms, contemporary art trade is not as 

important in the UK as it is in the US or other EU markets accounting for only around 

one third of the UK art trade. In the US, growth declined significantly from 1992/93 

to 1993/94 falling 23 per cent from 28 per cent to 5 per cent. Negative growth of - 

0.4 per cent was registered from 1993/94 to 1994/95. New York is the most 

important international centre for contemporary art and enjoyed a huge boom in 

demand and significant growth in the late eighties . Because of the importance of 

this sector to the US art market, prices also suffered a significant downturn in the 

recession. In the UK sales plummeted from 1992/93 to 1993/94 falling 23 per cent 

but recovered relatively quickly with positive growth of 15 per cent from 1993/94 to 

1994/95.

Over the entire period average art prices grew by 64 per cent or on average 7 per 

cent per annum on par with the growth in world prices at 63 per cent. In the US 

growth in average prices over the period was nearly three times as high at 283 per 

cent or 15 per cent per annum. Throughout the nine year period analysed, average 

prices of works sold on the US market have remained consistently and significantly 

above those in the UK. On average, works sold in the UK are priced at around 43 

per cent of those sold in the US. There is a connection between the size of the art 

market and its importance as a centre of international trade, and both size and 

importance will in turn affect price levels as well as the type of art works sold. 

Demand studies on art markets show that the strongest influence on demand and 

price of works of art is real income and wealth per capita.®^ The fact that the US 

income per capita has been consistently higher than that of the UK may explain 

some of the price differential. In 1991, GNP per capita in the US was £16 214

The art market recession followed a general economic recession in the UK from 1990-1992.

81



whereas the in the UK it was £ 11 380- a difference of £ 4834. By 1999 the gap had 

widened to nearly £7000 with US and UK GNP per capita of £21 760 and £14 850 

respectively. The possibility that Droit de Suite and VAT regulations being 

introduced from the EU to the UK diverting trade in higher pnced items to New York 

has been discussed widely by members of the UK art trade.®® However it can be 

seen in Figure 3.3 (and Table 3.1) that higher priced items have been sold in New 

York rather than London well before these measures were introduced. ( See 

sections 3.3 and 3.4 for discussion on Droit de Suite and VAT).

Figure 3.3 Average Auction Sale Prices 1991/92 to 1999/00
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Table 3.1 Average auction sale prices 1991/92 to 1999/00 (Euros)

91/92 92/93 93/94 94/95 95/96 96/97 97/98 98/99 99/00

UK 16607 18767 14365 16512 17897 18452 18985 20599 27176

US 28019 35960 37699 37542 40411 44763 50477 55883 79215

World 14586 16426 15557 15556 16698 17327 18586 19629 23729

Source: Art Sales Index, 2000

3.2.3 Trade

The UK has traditionally been a net importer of paintings due to its position as a 

major centre for buying and selling art. Although not a major art producer, the bulk of 

both imports and exports in the EU takes place via the UK.

In 1999, exports of paintings amounted to over 1095 million Euro, an increase of 

nearly 5 per cent from the value in 1994. UK exports accounted for over 57 per cent

See Frey and Pommerhne (1989) and Goetzmann (1994)
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of all paintings exported in the EU ( to infra- EU and extra-EU destinations). The 

biggest destination markets for UK exports were the United States accounting for 69 

per cent , Switzerland accounting for 18 per cent , Japan with 2.5 per cent and 

Germany with 1.1 per cent.®®

Imports of paintings into the UK rose by 21 per cent between 1994 and 1999 to 

reach 1119 million Euro representing 70 per cent of all EU imports. It is notable from 

Figure 3.3 that nearly all of this growth occurred in 1997/98 when imports increased 

by over 47 per cent following a steady decline up to 1996/97.

Figure 3.4 UK Imports and Exports of Paintings ( Million GBP)
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A probable factor causing this change in growth rates is the differing VAT 

arrangements over the period. Import VAT was increased from zero to 2.5 per cent 

in 1994/1995 which coincides with the start of the decline in UK imports. The sudden 

growth in 1998 could also be explained by the fact that this was the last year before 

import VAT was increased again to the EU minimum of 5 per cent. It is possible that 

a significant reason for this rise was a rush by dealers and collectors to bring 

paintings into the country before the cost of doing so doubled. As Table 3.2 below 

shows, imports fell again in 1999, the first year of the introduction of 5 per cent VAT.

See Browne (2000); Market Tracking International (2000); Kusin (1999). 
“  Eurostat (2 0 0 0 )
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Table 3.2 Percentage Change in Painting Imports 1993 to 1999

94-95 95-96 96-97 97-98 98-99
-11% -39% 23% 113% -14%
Source: Eurostat, 2000

The United States was the main source of UK imports at 68 per cent, followed by 

Switzerland with 17 per cent, France with 3 per cent and Australia and Japan at 

under 2 per cent each.

Table 3.3 shows intra and extra EU exports from the UK of a variety of forms of fine 

art. Paintings are the main form of art traded accounting for intra EU imports and 

exports of 83 per cent and 47 per cent respectively and 76 per cent and 77 per cent 

of extra EU trade. A feature common to all art forms is the dominance of extra- EU 

trade over intra- EU trade to and from the UK. For example, there are over 17 times 

more extra-EU imports of paintings than intra-EU and over 37 times more exports, or 

for sculptures 20 times the imports and 13 times the exports. This is due to the 

dominance of trade with the US.

The UK as the international centre of trading art in Europe has by far the largest 

share of all trade in extra-EU markets. In intra EU markets, it also mainly dominates 

with certain exceptions, notably in the import market for collections where the 

Netherlands, Belgium, and Italy all exceed the UK's share with 23 per cent, 21 per 

cent, and 17 per cent respectively.^” In the market for sculptures, UK imports at 9 

per cent are only marginally ahead of France with 8 per cent and Germany with 9 

per cent.

It should be noted that by the Eurostat definition ‘collections' are collections and collector's pieces of 
zoological, botanical, mineralogical, anatomical, historical, archaeological, palaeontological, ethnographic or 
numismatic interest. It is arguable therefore that some collections may not be considered works of fine art.
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Table 3.3 Intra EU and Extra EU Imports and Exports (1999)

Art Intra-EU Trade (Mill Euro) Extra-EU Trade (Mill Euro)

Form

UK % of EU total UK % of EU total

imp exp imp exp imp exp imp exp

Paintings 63.3 28.9 75.7 65.4 1058.1 1057.6 123.8 99.8

Sculpture 4.5 11.0 15.5 70.5 90.1 144.5 87.7 80.8

Engravings,

Prints,

&Lithograph

3.3 5.0 58.5 61.9 17.7 40.9 91.2 87.7

Collages 2.9 1.9 51.6 56.8 20.6 21.7 120.4 41.3

Collections 2.1 3.8 18.9 49.9 193.23 108.0 117.0 115.2

Total 76.1 50.6 220.2 304.5 1379.7 1372.7 540.1 424.8

Source; Eurostat, 2000

3.3 Factors influencing UK art trade

One of the most striking features of art trade in the EU is the amount of government 

intervention in the art market. Free trade dominates almost all markets for other 

goods yet the art market is heavily regulated with member state governments 

permitted to apply a range of potentially trade restricting policies. Another 

characteristic is the dominating position of the London market as seen in the 

previous sections. To accommodate the fact that more than half of all art sales in the 

EU take place via London, the UK has one of the most liberal systems of trading 

regulations in Europe and has often been the strongest objector to the 

harmonisation of regulations such as VAT and Droit de Suite within the EU. The 

fears of the British art trade are that forcing EU-wide standards on to the British 

market will divert trade to New York or Switzerland which maintain very liberal 

trading systems and so the EU as a whole lose international art market share.
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Governments influence trade in art through direct trade restrictions as well as 

through domestic policies that impact on art flows. The most important of these and 

their application in the UK are discussed below. Firstly, regulations aimed at 

preserving the national patrimony are discussed . Protection of the national artistic 

patrimony is a recurrent theme in discussions in Europe regarding trade in art. Much 

of the artistic patrimony in most western countries, including the UK, is in state 

ownership; there is however also a significant amount of patrimony works in private 

hands and it is these items that are subject to state intervention in an attempt to 

retain them within national boundaries. The two most common forms of such 

intervention in the UK, export regulation and tax incentives, are the subject matter of 

the first two sections. The UK's obligations as a member of the EU an the 

international art community are then discussed. The next sections look at VAT and 

Droit de Suite which apply to contemporary art, which makes up the largest 

percentage of art traded on the UK market.

3.3.1 Export Restrictions

Export regulations are the most common form of government intervention in art 

markets. The Treaty of Rome guarantees free trade in all goods and services within 

the Single Market, however works of art are given special exemption under Article 

36. Under this Article, member states are allowed to adopt or maintain prohibitions, 

restrictions, or measures of equivalent effect on the import, export, or transit within 

the EU of national treasures having artistic, historic or archaeological v a l u e . E a c h  

state can define their own national treasures and then adopt suitable action to 

protect them.

Regulation of exports of works of art from the UK differs according to their 

destination: exports to non-EU states are governed both by EU law and UK law and 

interstate exports by UK law only. An EU licence is required for the export of works 

of art from the UK (or any member state) to a third-country destination for works of 

art valued at or above the specified EU licence limit. A UK licence is needed for 

export out of the Community of works valued above the UK limit but below that of the 

EU as well as for trade within the EU of works valued at or above the relevant UK

Biondi (1997)

86



licence limit. (The details on categories of artefacts covered and threshold levels, in 

terms of age and value, are given in Table 3.4)

The primary UK legislation regarding exports of works of art originally comes from 

the ‘Import, Export and Customs Powers (Defence) Act of 1939’ which was 

implemented under powers given to the Department of Industry and Trade under the 

‘Export of Goods (Control) Order of 1985’. This Act is the basis for government 

control of all UK exports and it was not until after the Second World W ar that it was 

specifically applied to works of art. The exercise of export control in relation to works 

of art is now under the powers vested in the DCMS (Department of Culture Media 

and Sport) under the most recent 'Export of Goods (Control) Order of 1992'. As a 

general rule, under the legislation an application for an export licence is required if 

goods are over 50 years old at the date of export and over a specific value relevant 

to their particular category (see Table 3.4).

If an object is valued greater than these limits, an export licence must be sought 

from the DCMS who consult with expert advisers drawn from various national 

museums or galleries and specialising in the particular art form. This expert will 

advise that the Ministers either grant the licence or recommend its refusal. Expert 

advisers object to licence applications relating to as little as 25 to 50 objects each 

year, out of a total of around 3,000-4,000 applications referred to them^^. Where they 

recommend refusal of the licence, the application is referred to the ‘Reviewing 

Committee’ that must judge on the basis of the same pre-specified criteria whether 

the licence should be granted or further steps taken. The Reviewing Committee only 

provides advice and recommendations to the Minister who retains the ultimate 

discretion in the licensing d e c i s i o n . T h e  criteria used are known as the Waverley 

criteria and were established in 1952 by the Waverley Committee.^'^ The three 

criteria applied to determine if the object is of sufficient national importance to delay 

or deny export are:

DNH (1998) 
DCMS (1997). 

‘̂‘ Greenfield(1995)
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1. Is the object so closely connected with the nation’s history and current life that its 

departure would mean a misfortune for the nation?

2. Is it of outstanding artistic and aesthetic importance?

3. Is it of outstanding significance for the study of some particular branch of history, 

art, or learning?

If the decision is made that the object does sufficiently meet the criteria, the export 

licence is not refused outright but a delay period is given generally of between two to 

six months to allow an offer at or above the fair market price from the state, a public 

body or some other domestic source to come forward. The decision on the length of 

the deferral period is based on various factors such as the value of the object or the 

likelihood of a fundraising attempt being launched. It will either consist of a single 

time period (‘straight deferral') or two-stage time period ('split deferral'). In the first 

instance the Committee recommends a deferral of the decision for a single period of 

time, most commonly three months. In a split deferral the Committee recommends 

an initial deferral period of generally around two months to allow an offer of purchase 

to be made. At the end of this period, if there is a potential purchaser that shows 

'serious intention' to raise the funds to make the purchase, the Committee 

recommends an extension of the deferral period to generally around four months.

It is an important feature of UK law that the right of the Minister to deny an export 

licence is not absolute and can only be upheld if a bona fide offer is forthcoming 

from a domestic collection within the specified delay period, otherwise the licence 

must be granted. A concern in the setting up of a licensing system is that it should 

not penalise owners and potential exporters by unfairly depressing prices by 

blocking access to international markets.

W orks denied export on this basis include:
1) Knellers Kit- Kat Club portraits and the Velasquez collection given to the Duke of Wellington by the King of 
Spain.
2) Elgin Marbles.
3) Certain very rare art pieces have been denied export on this basis along with, for example, rare books or 

technical or scientific instruments (Greenfield, 1995). It should be noted also that the expert adviser may judge 
works of living artists as falling into these categories (DNH, 1998).
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Table 3.4 Intra and Extra EU Destination Exports of W orks of Art from  the UK: 

Threshold Values and Age Linnits fo r Licences Required (at 1998)

Category Of Art EU Licence (Euro) UK Licence 

(Euro)

Architectural scientific and 20,468 0

engineering drawings > 50 years

Archaeological material 0 and > 100 yrs 68, 112 and > 50 yrs

Parts of historic, religious or artistic 0 and > 50 yrs 68,112 and > 50 yrs

monuments:

Portraits of British historic persons 204, 680 10, 320

> 50 yrs

Textiles > 50 yrs 68,112 10,320

Mosaics > 50 yrs 20,468 68,112

Drawings (by hand) >50 yrs 20,468 68,112

Original engravings, prints, and 20,468 68,112

posters > 50 yrs

Original sculptures > 50 yrs 68,112 68,112

Pottery, glassware, silver, metal 68,112 68,112

and jewellery > 50 yrs

Tapestries > 50 yrs 68,112 68,112

Paintings

a) Water-colours, gouache, or a) 40,936 a) 68,112

pastel b) 20,468 b) 20,468

b) Oils ortempura

Collections of historical, 68,112 68,112

ethnographic, numismatic or

paleotological interest >50 yrs

Source: DCMS, 1997
Note: UK licence needed for intra-community trade and for extra-community trade licence with lowest 
age and/or value thresholds applies.

The UK system ensures this, because when a licence is refused the owner must 

be guaranteed a public offer to purchase the work at a ‘fa ir m arket price ’ or price 

obtainable on the open international market. The ‘fa ir price’ is determ ined by 

re levant experts and the Com m ittee but generally implies: 

a) if auctioned -  the bid price -f- buyer’s premium + dea ler’s com m ission;
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b) if private sale -  contractual price + dealer’s commission if applicable;

c) if no transaction -  valuation by independent valuer or expert adviser;

d) the price does not include insurance, transport, storage or interest costs of 

carrying the object whilst the export licence remains pending. It is important to 

note that an owner refused a licence is not obliged to sell the object at any price 

but only to keep it in the UK. This in the past has enabled exporters simply to 

wait a few years and re-apply, once values have risen to a point where no 

museum bid is feasible.

If the delay period elapses and no offer is made, a licence must be granted. 

However, occasionally and in exceptional circumstances the period of licence 

suspension may be extended to allow time for national public bodies to raise 

necessary acquisition funds. The Department of National Heritage^® in 1994 stated 

that the period could be extended to 12 months but this extension must only be used 

for highly exceptional items and in rare circumstances.^^ A decision made in 1990 

after the proposed sale of Canova’s The Three Graces to the J.Paul Getty museum 

in California now allows the Minister the discretion to consider both public and 

private offers, primarily from concerns over lack of national funding and high 

international prices offered for art.^® This change in the manner in which Ministers 

could exercise their discretion under the 1939 Act, and orders made under it, were 

part of the 'Ridley Rules', named after the then Minister. These rules centred around 

private purchases of export-deferred works and stated that domestic private buyers 

would be required to sign an agreement with a recognised and appropriate museum 

or gallery agreeing to provide both reasonable public access to the object, 

satisfactory conditions and surroundings for conservation and a promise that they 

will not sell for a specified period to ensure that public access is secured. Although 

these conditions are a positive move towards ensuring public access, they make it 

less attractive for private buyers to step in and put an offer on an export-deferred

Since 1997, the activities of the DNH have become part of the DCMS.
See Polonsl<y and Canat (1996)
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work. The full effect of this new change in the legislation in practice remains to be 

seen as so few works are restricted from export/® Finally and again very 

occasionally, the government can impose an ‘indefinite stop’ on an export licence. 

This occurs only where the applicant has refused a valid offer from a national source 

at the established fair price, in which case no further appeal will be heard for ten 

years after the initial application unless the applicant can prove a change in 

circumstances or that the Waverley criteria no longer apply.

To reduce the need for applications for specific licences being put fonA^ard for every 

art export, the DCMS also operates a system of ‘open individual export licences’ and 

‘open general export licences’ both of which allow export of items without a licence. 

The latter give blanket permission to certain items, even if over 50 years, to be 

exported and largely includes those exported under an EU licence or for objects 

which an EU export licence is not required.

Open individual export licences are valid for specific authorised individuals and 

institutions and for four main categories:

• licences for goods imported less than 50 years ago;

• licences for regular exporters of manuscripts, documents, archives and

photographs;

• licences for temporary (1-2 year) export of objects owned or under the care of 

museums:

• licences for certain other art objects approved by the DCMS, exported on a

regular basis and if imported less than 50 years ago.

Polonsky and Canat (1996) describe in detail the example of the proposed sale of The Three Graces in 1989. 
The expert adviser and Committee found that the piece fulfilled all three of the Waverley Criteria and so the 
licence was suspended initially for the standard period of six months. This was extended by another three 
months to try and let national museums raise the substantial asking price of £7.6 million (13.1 million Euro), an 
offer which was extended to private sources in 1990. The application was withdrawn In 1990 but then a 
reapplication was put forth for the same proposed transaction in 1993 and a further six-month period of pre
emption upheld with a further and final extension of three months before the Victoria and Albert Museum finally 
secured the sale.

See Bailey (1997). Other changes he outlines are the exclusion of the dealers commission when considering 
setting a recommended 'fair market price' of a work under export deferral and the decision to continue to treat the 
works of living artists as any other goods (in other words the rejection of the Reviewing Committee’s concerns 
that works of living artists should be subject to export control).
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In practical terms, the prime grantees of such licences are the major auction houses 

of Christies and Sothebys which can export any art objects imported less than 50 

years ago without further formality

In reality the number of art objects requiring the application procedure represents 

only a small percentage of the total exports of art from the UK. Table 3.5 shows that 

in the eight-year period given, licensed exports were only a tiny fraction of total 

exports: less than two per cent of the total throughout. Generally of those exports 

that do require a licence application, cases that need to be referred to the Reviewing 

Committee are also small in number. Table 3.6 shows that in the same period, the 

total number of cases considered by the Reviewing Committee was 253 or an 

average of 28 per year. In 204 of these cases, export authorisation was deferred for 

a period and only 93 were not eventually exported due to a domestic offer for 

purchase.

Concern does remain however in the few isolated cases such as the proposed 

Three Graces sale that while the Waverley system works effectively in selecting 

appropriate national patrimony works to protect, lack of national funds may prevent 

proposed export controls working satisfactorily.®^ Rights of pre-emption allow a 

delay period to try to raise funding, but export restriction in the UK can only be used 

if there are eventual funds available to buy objects considered to be national 

treasures and these funds are more difficult to raise when international art prices are 

high.

This issue has been addressed in recent years with the setting up of the Department 

of National Heritage in 1992 that funds the National Heritage Memorial Fund. A

An exception to this 50-year rule was seen in the case of the attempted export of the 12th Century enamel 
reliquary, entitled the ' Becket Chasse', by Sothebys. The item had been imported into the UK in 1979 after being 
abroad for some time and was acquired by the British Rail Pension Fund. It was offered by the Fund to the 
British Museum in 1995 but as they were unable to raise sufficient funds it was offered for auction in Sothebys in 
July 1996. The purchaser wanted to export it, which should have been possible immediately pursuant to 
Sothebys open individual export licence. However, on the same day the Secretary of State for National Heritage 
modified Sotheby's licence, to prevent the automatic export of the piece, under powers granted in the 1992 order 
made under the original 1939 Act. This meant that for the export of the Chase, an export licence would be 
required and the usual procedures of referral to the Reviewing Committee would be in place.

Reviewing Committee on the Export of Works of Art, Annual Reports, various years
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survey of the financial year 1993/1994 (see Casey et al, 1996) found tliat public, EU 

and private funding of the ‘visual arts’®̂ amounted to 1065 million Euro (of which 492 

million came from the DNH) and of this total 73 million Euro was specifically 

earmarked as assistance towards the purchase and acquisition of objects by 

museums and galleries. Since this survey year the National Lottery has also been 

established which gives 20 per cent of its net marginal revenue to the National 

Heritage Memorial Fund for distribution to national heritage concerns. This source of 

funds provides financial assistance for the acquisition, maintenance, or preservation 

of art works of outstanding importance to the UK national heritage. Polonsky and 

Canat (1996) estimated that Lottery funds are making available amounts of around 9 

million Euro per week or 430 million per annum. The Heritage Lottery Fund provides 

money directly to museums and galleries to purchase art works of artistic and 

historic interest and importance on the condition that they also raise part of the 

funding themselves or from other public or private sources. By December 1997, over 

390 awards had been given to national museums and galleries totalling over 1015 

million Euro, while by the end of January 1998, 1534 million Euro had also been 

donated specifically to heritage-based projects.®'* For the period from November 

1994 to December 1998, the Heritage Lottery Fund contributed 1923 million Euro to 

2,270 heritage projects, in other words approximately 480 million Euro per year.

In this particular case the sale to the Victoria and Albert Museum was only secured after a major fund-raising 
campaign. The final funds involved a large grant from the National Heritage Memorial fund, significant donations 
from J P Getty II and Baron Thyssen, 0.86 million Euro from the National Arts Collections fund and 0.17 million 
Euro in smaller-scale public and private donations (Casey et al, 1996).
“  Defined in the survey as visual arts, crafts, art trade, museums and galleries and the national collections.
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Table 3.5 Exports of Works of Art from the UK (1990-98)

Value of Value of Value of Value of Per Cent of

Year Licensed Unlicensed Works Not Total Exports Unlicensed

Exports Exports Exported Mill Euro Exports In

Mill Euro Mill Euro Mill Euro* Total

”"1989/90.. 28.64 3824.46 2.54 3853.10 99.25 %

1990/91 62.79 2975.13 5.62 3037.92 97.93 %

1991/92 44.70 2766.70 3.74 2811.40 98.41 %

1992/93 37.15 1972.36 1.48 2009.52 98.15%

1993/94 30.73 2286.23 15.62 2316.96 98.67 %

1994/95 15.70 2167.08 16.11 2182.78 99.28 %

1995/96 38.33 2194.47 10.35 2232.81 98.28 %

1996/97 40.12 2217.00 2.68 2257.12 98.22 %

1997/98 32.50 2573.70 5.07 2606.21 98.75%

Source: Reviewing Committee on the Export of Works of Art Annual Reports, 1993-94 and 1997-98 * 
Cases considered by the Reviewing Committee, deferred and then not granted a licence.

Table 3.6 Applications for Licences Referred to the Reviewing Committee (1990-98)

Year Total No. No. of Total No. of Total Value Per Cent

of Cases Works Value of Works of Licensed of

Consider Retained Works Licensed Works Licences

ed Retained 

(Mill Euro)

(Mill Euro) Granted

1989/90 24 5 2.54 10 28^64 67%

1990/91 27 10 5.79 9 62.79 47%

1991/92 47 19 3.74 23 44.70 54%

1992/93 20 7 1.48 8 37.15 53%

1993/94 24 7 15.62 11 30.73 61 %

1994/95 36 12 5.47 12 15.70 41 %

1995/96 27 14 10.35 10 38.33 42 %

1996/97 29 12 2.68 14 40.12 54%

1997/98 19 7 5.07 7 32.35 47%

1998/99 20 8 4.08 7 33.36 47%

Source: Reviewing Committee on the Export of Works of Art Annual Reports, Various years

DGMS (1998)
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3.3.2 Tax Incentives and Subsidies

Tiiere are two channels to support the arts; direct funding or subsidy and indirect aid 

via fiscal incentives. Both methods have similar trade effects as both involve 

directing funds and donations towards domestic art institutions thus encouraging 

domestic acquisition and retention of works of art. Tax incentives in relation to art 

encourage acquisition and retention of art in two ways. Either they encourage 

donations to domestic museums which can purchase more art and retain it, or they 

make it more financially attractive for individuals to hold their wealth in the form of 

art. A second aim of these incentives is to offer relief in return for public access and 

ownership by domestic art institutions. Subsidies to art museums help them to 

increase domestic and imported acquisitions. Encouraging museum ownership 

ceterus paribus is analogous to discouraging exports especially in any European 

institutions who rarely sell any works that become part of their collections.

The main tax breaks offered in the UK relating to art are the charitable contributions 

deductions from individual or company income tax as well as the British deed of 

covenant system. These are general provisions towards charitable giving. There are 

also in place specific tax incentives aimed directly at preserving nationally important 

works of art within the UK. These provisions mainly concern capital tax deductions 

for donations and bequests toward the National Heritage and are intended to 

account for superior prices on international markets, versus those available in the 

UK, by providing additional fiscal incentives to retain art works domestically.

In the UK, transfers of titles between private individuals are subject to capital gains 

tax and inheritance tax, either at the time of transfer for donations or death for 

successions. Estate duties are also applied to property passing on a death before 

1975. However, the Taxation of Chargeable Gains Act 1992, Inheritance Tax Act 

1984 and the Finance Act of 1998 make available three forms of tax relief which will 

be discussed in the following paragraphs. The three reliefs are all aimed at 

protecting and preserving the national heritage but work through different channels.
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Private Treaty Sale Provision

When works are sold, full capital gains tax along with any previously conditionally- 

exempt inheritance taxes are due (see subsection on 'Conditional Exemptions' in 

this section). These tax charges are often substantial and the final net amount 

received by the seller significantly less than the sales proceeds. However, under the 

Private Treaty Sale provision, an object can be sold to certain listed institutions in 

Schedule 3 of the Inheritance Tax Act 1984 and the taxes due avoided. This is a 

rather broad incentive as it allows freedom from tax on private treaty sale given that 

the object is of 'exemptible quality' meeting the relevant criteria under the Inheritance 

Tax Act of 1984 which are not as high a standard as the other tax exemptions to be 

discussed. The criteria in the Act state that the object must be of national, scientific, 

historic or artistic interest or historically associated with a building of outstanding 

historic or architectural interest and generally of good enough quality to display in a 

public collection. The Private Treaty Sale dispensation is generally only available in 

relation to capital gains on private sales, i.e. the vendor is an individual rather than a 

company and it is not available if the acquiring institution purchases at auction.

The system is beneficial to both the purchasing institution and seller due to the 

method of price determination. The acquisition price for the institution is determined 

by first subtracting the tax due from the normal price the item would obtain on the 

open market and then 25 per cent of the total tax saving is added to determine the 

final purchase price.®^ This additional 25 per cent is called a 'douceur', literally a 

'sweetener', as it sweetens the purchase price offered to the seller and the acquiring 

institution also gains through an improved purchase price over that available on the 

open market.

To illustrate this, consider the following hypothetical example. Assume someone 

wishes to sell a work of art which is valued at 100,000 Euro and on which there will 

be capital gains tax due of 40 per cent on the gain element (say 40,000 Euro) as 

well as previously conditionally-exempt inheritance tax of 20 per cent. In an ordinary

Schedule 3 bodies cover a broad, range. It is also possible to manipulate the system so as to enable an even 
broader range than that included under the Schedule (see Manisty (1996a)).

Manisty (1996a)
The douceur for heritage land and buildings is a smaller 10%. For a thorough discussion of tax and other 

government policy in relation to the built heritage in the UK see Creigh-Tyte (1998)
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open market sale the total tax due on the sale would be 32,800 Euro, i.e. 16,000 

capital gains tax (40 per cent of 40,000) plus 16,800 inheritance tax (20 per cent of 

84,000, i.e. market value minus the capital gains tax). The seller would receive

67.200 Euro (100,000 less 32,800). However, under the Private Treaty Sale 

provision, this sum is increased by 25 per cent of the tax saving and hence the sales 

price = 67,200 + 8,200 (25 per cent of tax of 32,800) = 75,400 Euro. Hence, both 

have gained and share the value of the tax exemption -  the seller obtains an extra

8.200 Euro and the museum saves 24,600 Euro off the acquisition price (bought at 

75,400 rather than 100,000). This must of course be set against the fact that the 

Inland Revenue has to write off 32,800 Euro worth of forgone tax and hence the 

opportunity cost to the taxpayer of those funds.

The amounts of tax forgone in Private Treaty Sales are not reported separately in 

the Inland Revenues annual statistics. In a 1993/94 report, the National Heritage 

Memorial Fund reported private treaty sales accounted for as little as 2.9 million 

Euro. This could however be a significant under-representation of the total as only a 

relatively small percentage of such sales are assisted by National Heritage Memorial 

Fund funds.®® The cost to the Exchequer from Private Treaty Sales also fluctuates 

often significantly from year to year. For example, Creigh-Tyte (1998) reports the 

cost for this exemption at 4.8 million Euro in 1994/95, a large increase to 58.0 million 

in 1995/1996, but then a fall back to 3.6 million in 1996/97.

Some problems do arise in practice in the working of the Private Treaty Sales 

system. First, establishing an accurate price base or market value can be difficult. 

Second, the extent of the douceur is flexible up to 25 per cent and debates over its 

level and fixity are recurrent; for low-valued items, 25 per cent may not provide 

sufficient inducement to sell under Private Treaty Sale and for high-value items it 

might not be necessary to offer so much. Finally, museums may still be unable to 

afford the reduced purchase price (75,400 Euro) and works may still be lost to 

higher-bidding international buyers.

Casey etal  (1996)
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Acceptance in Lieu

If inheritance tax or capital transfer tax are due on an asset or estate, donations of 

certain works of art to the state is a mechanism that allows taxpayers discharge their 

tax debt. If approved by the Secretary of State for Culture, Media and Sport, works 

of art can be given in lieu of taxes on estates and properties within them due on 

transfer and the object itself is also tax exempt.

The value (V) or implicit price of the work is calculated in the same manner as for 

Private Treaty Sale (V = price less tax + 25 per cent douceur)®® which is a relatively 

attractive deal for the donors as again the price may be better than that available on 

art markets, less taxes, and they may have the added advantage of recommending 

where the object is placed. Occasionally it will be allowed to remain in situ in which 

case it is legally state owned and effectively out on loan. Minimum public access and 

conservation requirements are attached to in situ offers of acceptance in lieu of 

tax.®° Most commonly however it is actually transferred to the Inland Revenue and 

institutions will bid for it with the Secretary of State of National Heritage deciding to 

which it will be sold. In this case the Secretary has a wide amount of discretion in the 

allocation of works accepted in lieu and the choice of recipient is not restricted to 

Schedule 3 bodies as in the case of Private Treaty Sales.

Again, the state gets to keep the work in the UK and at an acquisition price less than 

that on open markets. But in this case the Inland Revenue has a significant cost in 

that no tax is paid on the transfer of the object; in addition, a percentage of the value 

is offset against other estate and property taxes. Because of this fact, the state is 

more particular about what items it will accept in lieu of taxes. To be considered they

From the previous example, if the owner of the painting also had an additional tax liability of 500,000 Euro due 
on the transfer of an estate, he may offer the painting in lieu which comes to a value of 75,400 Euro, and so the 
owner now pays tax of 500,000 - 75,400 = 424,600 Euro plus hands over the work instead of 532, 800 Euro 
without the exemptions. It should be noted that in this scheme the douceur is fixed at 25 per cent but this is not 
that meaningful as there can be considerable flexibility in determining market price,
“  See Manisty (1997)
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must be both museum-worthy and pre-eminent in their own right or as an addition to 

a collection.®^

Guidelines developed in classifying objects as pre-eminent are® :̂

• Does the object chosen have a particularly close association with our history and 

national life? (which includes foreign works);

• Is the object of especial artistic or art-historic interest?;

• Is the object of especial importance for the study of some particular form of art 

learning or history?;

• Does the object have an especially close association with a particular historic 

setting?

Once advice has been given by relevant experts and the Museums and Galleries 

Commission, the final decision-making is carried out by the Inland Revenue along 

with Heritage Ministers -  usually the Secretary of State for National Heritage or the 

Minister of Arts.

Until the mid-1980s, a major problem with the scheme was the ceiling or limit placed 

on what could be accepted in lieu. The Department of National Heritage budget 

allocated for reimbursing the Inland Revenue was kept at two million pounds. This 

changed in July 1985 when Lord Gowrie obtained the provision for access to a 

'contingency fund' for large important items taken from the Public Expenditure 

Reserve of up to 17.2 million Euro per year.®"* The Finance Act of 1998 however has 

removed the need for the DCMS to reimburse the Inland Revenue for the amount of 

tax forgone.

An exception to the general rule of pre-eminence is given in the case of items of lesser quality associated with 
a listed building in public ownership. Also, once association with a building can be demonstrated, the fact that it 
may have been removed at some point from the building in question will not necessarily lead to refusal of the 
offer of the object in lieu. But in all cases the offer of an object that is not pre-eminent will only be successful if 
the associated building has previously been subject to offer in lieu of tax or is in the ownership of a public body 
which enjoys the privileges of the relevant legislation (Manisty, 1996).

Inland Revenue (1986), Capital Taxes Off ice, (1999).
It is Interesting to note that despite the similarity of the criteria, there are two separate decision-making bodies 

determining whether works qualify for export restriction (Reviewing Committee) versus tax incentives (Inland 
Revenue)

An example given by Schuster (1986) is when £5.5 million was raised for Constable’s Stratford M ill vj\r\'\ch 
brought the cost of the total acceptances in lieu that year close to £9 million.
“ Creigh-Tyte (1998)
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Table 3.7 Taxes Satisfied by Acceptance in Lieu *

Year Tax Satisfied 

Acceptance In Lieu 

Euro)

by

(Mill

Year Tax Satisfied by Acceptance 

In Lieu (Mill Euro)

1989/90 19.78 1994/95 10.66

1990/91 2.06 1995/96 12.73

1991/92 5.68 1996/97 3.78

1992/93 10.84 1997/98 11.70

1993/94 5.33 1998/99 43.52

Source: Department of Culture, Media and Sport, 1999 * It should be noted that these figures include 
all cultural items accepted in lieu. For example a stamp collection in 1990/91 (19436 Euro), Land 
(99622 Euro) and Vintage Cars (263 160 Euro) in 1991/92 or a harpsichord (18060 Euro) and racing 
cup (26488 Euro) etc. (Reviewing Committee on the Export of Works of Art). However by far the 
largest number of items in terms of quantity and value is paintings.

Despite these early problems, coupled with some administrative difficulties, this 

incentive now makes up a significant part of the value of the works acquired by the 

state. There have also been suggestions to extend the incentive to allow tax credits 

that can be set against future tax liabilities when the value of important items, or 

especially collections, exceeds the tax to be satisfied. Another possibility is the 

development of 'hybrid transactions'. When items are offered in lieu the Capital 

Taxes Office will inform the offeror that where the tax credit generated is greater 

than the tax liability and interest due, that the excess cannot be carried forward or 

repaid. However if a Schedule 3 body wishes to acquire the item and can and will 

fund the excess, then the offeror can obtain this excess in cash via a private treaty 

sale proceeding in tandem with the offer in lieu

Table 3.7 shows a sample of the amounts of taxes satisfied by the acceptance in 

lieu scheme in the period 1990 to 1998 and how in practice this exemption only 

accounts for a very small amount in consideration of the volume of overall trade in 

art in the UK.

See Manisty (1996)
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Conditional Exemptions

This tax incentive, the most financially significant in terms of the size of the tax 

exemption, provides 'conditional exemption' from capital transfer taxes, estate 

duties, capital gains taxes and inheritance taxes, for those acquiring art by gift or 

inheritance.®^ To avail of these exemptions, certain conditions must be fulfilled.

1. The work must be considered by the state to be of national artistic, historic or 

scientific interest (generally heritage works deemed of outstanding importance).®® 

The 1998 Finance Act introduced the additional criteria that such interest should 

be of a pre-eminent nature meaning that the object or group of objects concerned 

would make a pre-eminent addition to a national, local authority, university, or an 

independent museum.®® The test used in the legislation is the same as those 

provisions on acceptance of heritage assets in lieu of tax liabilities, decided by the 

Inland Revenue in light of advice from the Museums and Galleries Commission. 

(Items exempted under these new rules concerning pre-eminent quality however 

are not automatically accepted in satisfaction of taxes and this decision remains 

at the discretion of the Secretary of State.) Again, as with acceptance in lieu, 

certain objects of lesser standard may be accepted under this scheme if they 

have a historic association with a listed building open to the public (see endnote 

32).

2. It must also be deemed of sufficiently high quality to be displayed in a public 

collection or be 'museum worthy.'

3. The owner must agree to keep the object permanently in the UK (unless given 

special permission by the Capital Taxes Office for temporary export for exhibition 

purposes).

4. They must also agree to take reasonable steps to preserve and maintain the 

object and ensure reasonable access for the public either through allowing access 

in situ in private homes or through loan to a public institution for exhibition for at 

least 28 days of the year. This minimum access criterion is subject to negotiation 

depending on the nature of the asset and other particular circumstances of each

In current conditions conditional exemption is only relevant for the latter two taxes -  capital gains and 
inheritance taxes.(although the two older exemptions are still relevant when items previously exempted in this 
way are sold).

Specifically, objects eligible for conditional exemption are: pictures, prints, books, manuscripts, works of art, 
scientific collections or other things not yielding income which appear to the commissioner of the Inland Revenue 
to be of national, scientific or artistic interest (Inland Revenue, 1986).

Capital Taxes Office (1999)
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case. Alternatively, under the 1992 legislation, details of the item and its 

whereabouts could be maintained at a National Art Library in the Victoria and 

Albert Museum or Public Records Office where the public may consult records 

and must be allowed viewing by appointment or, alternatively, be lent on request 

for temporary exhibition for not more than six months in a two-year period. The list 

is also available in libraries in Belfast, Cardiff, and Edinburgh as well as via the 

Inland Revenue web-site. Changes introduced by the 1998 Act mean that there 

must be a measure of public access without prior appointment or 'open access' 

under terms agreed with the Capital Taxes Office the extent of which will vary 

depending on the nature and type of the asset, and its preservation and 

maintenance needs. The owner may charge a fee to view the work in most 

circumistances, provided it is in keeping with the owner’s statutory obligations to 

provide 'reasonable access' (i.e. a charge reasonable to the public at large).

Table 3.8 Tax Losses due to Conditional Exemptions on Heritage Works*

Year Tax Losses due to 

Conditional Exemption 

(Mill Euro)

Total Inheritance Tax 

Paid (Mill Euro)

Per Cent of 

Exemptions in Total

1989/90 315.45 2119.04 14.9%

1990/91 37.15 2170.64 1.7 %

1991/92 76.37 2234.28 3.4%

1992/93 138.29 2082.92 6.3 %

1993/94 235.30 2292.76 10.3%

1994/95 52.98 2426.92 2.2 %

1995/96 73.10 2610.96 2.8 %

1996/97 51.77 2679.76 1.9 %

1997/98 120.9 2896.48 4.2%

Source: Inland Revenue Statistics (Various Years). Data published in 2000 Inland Revenue Annual Statistics 
Report reports to 1997/98 only. ‘ Note: These figures include both conditionally exennpt property and 
exem pt transfers to national bodies

The conditional exemption can be maintained if the work is donated to someone else 

and the new owner fulfils the same conditions and new pre-eminence or other 

criteria introduced by the 1998 Finance Act (or to tax-exempt collections, museums, 

etc.). However if the object is sold publicly, the exemptions are revoked and full.
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including back, taxes are due. Owners are requested to give the Museums and 

Galleries Commission three months warning of intended sales to allow UK public 

institutions attempt to match the offer. Although this is not written into law, sellers 

can be sanctioned for non-compliance through export regulation -  including placing 

indefinite stops on national important items.

Not all applications will be accepted; for example, in the period 1986 to 1992, 49 per 

cent of the 545 applications had been accepted at the end of the p e r i o d . T h e  

reason for such a low number of applications could be due to the complexity of the 

system which limits access to those relatively knowledgeable about both art and the 

tax system as the only ones who can use it effectively. Also terms of exemption will 

expire year to year which, combined with variations in mortality rates and changing 

the levels of inheritance due, causes significant fluctuations in how much exemption 

this system ends up delivering year to year. Table 3.8 gives some examples of both 

the variation between years and the relatively considerable importance of the 

exemption.

The considerable tightening of the qualitative critena for acceptance of objects and 

the introduction of the open access clause in the 1998 Finance Act also mean that 

less items will be accepted and possibly less applications made for this exemption in 

the future. This could result in more sales abroad of important items that would have 

been exempted and hence retained prior to the introduction of the act.

All of these tax exemptions have a potential trade bias, but apply to a narrow range 

of items and therefore have little real effect in comparison to the volume of trade. 

Direct subsidies to museums also potentially discourage trade in art. In 1999 The 

Department for Culture, Media and Sport subsidised twelve national, and five non

national, museums and galleries and one museums service. The subsidy is paid in 

the form of Grant-in-Aid and each institution is allocated an agreed amount at the 

start of every financial year. In 2000 the subsidy is in the second year of a three year 

funding agreement period with the subsidised institutions. The total amount paid in 

Grant-in-Aid in 1999/2000 fiscal year was 387.9 million Euro. Approximately 60 per

Selwood efa/(1996)
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cent of this funding goes to art museums.^” ’ The Government has also provided 

£4m in the form of challenge funding in 1999/00 which is distributed via the 

Museums, Libraries and Archives Council who are known as RE- SOURCE^°^. The 

UK pays the third highest museum subsidies in the EU, behind France and 

Germany, however subsidies paid are strongly correlated to Member State GDP.^“  

The extent of the anti-trade bias caused by subsidising domestic museums is 

indeterminable however as data on what subsidies are used for is unavailable on a 

consistent basis. It is likely however that only a fraction goes to acquiring new works 

of art that could potentially have been exported.

3.3.3 VAT

Value added taxation within the EU is governed by the destination principle, i.e. the 

exporting country exempts export goods from VAT and the importing country taxes 

imports at the same rate as domestic g ood s .T he re b y ,  trade remains undistorted. 

This however is not so in the case of art trade where -  as an exception to the rule -  

the origin principle prevails. This principle has been introduced with the seventh VAT 

directive which obviously places high VAT countries at a disadvantage. Other things 

being equal, they should export less art, as buyers will have to pay a higher duty on 

purchase.

Works of art pose a special problem compared to other goods in the application of 

VAT in that they are mainly turned over on secondary markets, i.e. they are traded 

between former and future consumers (private collectors, dealers, museums) rather 

than between producers and final consumers. Standard taxation procedure would 

imply that the same good is taxed the total VAT accruing on the sales price with 

each transaction. To account for this in the EU, VAT on works of art is governed by 

the seventh VAT directive which outlines special rules concerning the taxation of 

second-hand goods, objects of art and antiquity and collections. It establishes the 

system of taxing the profit margin made by taxable dealers rather than the full price

Based on DCMS Annual Report 1999. The remaining 40% goes to other museums such as The Imperial W ar 
Museum, National Maritime Museum, Natural History Museum, National Museum of Science and Industry.

Correspondence with DCMS: Museums, Galleries and Cultural Property Division (2000 ).
’ °^See Chapter 4. Section 4.3.4. / Schulze and Me Andrew (Forthcoming)

The only exception is cross-border shopping, where consumers pay the VAT of the country of origin (this is 
not true however for mail order and car sales, where again the destination principle applies).
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i.e., the difference between the selling price charged by the dealer for the good and 

the purchase price. This avoids double taxation and ensures that VAT is levied only 

on the ‘real’ value added. The scheme is only available to taxable dealers and the 

rate of VAT charged is generally the standard rate applicable in each state i.e., 

greater than15 per cent. The nnargin system also applies to sales by public auction 

such that VAT is charged on the auctioneer’s fee and not the value of the object.^°^ln 

the UK, VAT is charged at the standard rate of 17.5 per cent under this scheme. The 

seventh VAT directive also introduced the origin principle to establish VAT rates due 

on the margin where the rate applicable is that of the state initiating the sale. The 

margin system also applies to sales by public auction such that VAT is charged on 

the auctioneers fee and not the value of the o b j e c t . T h i s  principle has been 

introduced with the seventh VAT directive which obviously places high VAT 

countries at a disadvantage. Other things being equal, they should export less art, 

as buyers will have to pay a higher duty on purchase.

Table 3.9 below shows VAT rates charged on sales of works of art in the EU. Other 

states apply standard VAT rates at lower rates for works of art than the UK most 

notably Germany the third largest market in the EU with the minimum of 15 per cent. 

These rates however are for intra EU trade which as seen in section 3.2 makes up a 

small proportion of trade on the UK art market.

According to the Directive sales between individuals are not subject to VAT or to any formality throughout the 
EU with the price paid once and for all at the place of purchase (EU Commission, 1995).

According to the Directive sales between individuals are not subject to VAT or to any formality throughout the 
EU with the price paid once and for all at the place of purchase (EU Commission, 1999).
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Table 3.9 VAT rates due on works of art in the EU
Member State Imoort Vat Vat On Margin
Austria 10%^ 20%
Belgium 6%b 21%
Denmark 5%" 25%
Finland 22%'̂ 22%
France 5.5% 20.6%
Germany 7% 15%
Greece 8% 18%
Ireland 12.5% 21%
Italy 10% 19%
Luxembourg 6% 15%
Netherlands. 6% 17.5%
Portugal 17% 17%
Spain 7%® 16%
Sweden 12% 25%
UK 5% 17.5%

Source: European Commission, 1998; Market Tracking International, 2000 

Notes:
a 10% is the rate applied to imports outside the margin scheme. If imported items sold within the scheme 20% applies 

b Dealers and artists heirs are charged 6% whereas 21% is the full rate of import VAT.

c The taxable value of works of art and antiques is reduced on import to 20% and then the standard rate of VAT is applied 

which means in practice an effective rate of 5 % applies 

d Works of art exempt if owned by the artist

The table also gives rates of VAT applicable to imports of works of art from third 

countries. Another important provision introduced by the seventh directive was that 

member states can apply VAT at the reduced rate of at least 5 per cent. A special 

case was made for the UK -  Europe’s biggest art market -  which was given a 

derogation until 6/6/99 to apply a super reduced rate to imports of works of art of 2.5 

per cent. Prior to 1995 imports to the UK were tax exempt and as such this increase 

to 2.5 per cent and now to 5 per cent is considered detrimental to the UK trading 

position particularly vis-a-vis the competing extra EU markets of Switzerland and the 

US that maintain zero VAT on imports. Temporary imports (up to two years) to the 

EU are tax exempt as are imports of works of art by museums (EU Commission, 

1995).^°^

Museums are generally exempt from VAT for 3'̂ '̂  country imports fiow/ever if they purchase goods from other 
EU member states above a certain threshold, they must identify themselves for VAT and account for this in their 
annual declarations (Hayes, 1999).
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Those in the UK opposing the harmonised VAT directive claim that VAT, along with 

Droit de Suite, not only makes the EU as a whole less attractive to non-European 

vendors and increases costs for European collectors and institutions to buy on world 

markets, but is largely ineffectual as a fund raising tax. Import VAT collected in the 

UK based on the 2.5 per cent levy has risen from 11.9 million Euro in 1996^°® to 26.5 

million in 1999. One reason for the low funds raised by import VAT in the UK is the 

availability for dealers to obviate some of the costs of the tax through the use of a 

temporary importation (Tl) bond. This bond means that the work of art does not 

legally enter the country until the sale is actually made. Dealers may therefore avoid 

paying import VAT in line with UK tax law if the object is re-exported to a non- EU 

country within two years. The European Commission (1999) report that the use of 

the temporary import arrangements in the UK has increased by a factor of 13 in the 

UK between 1995 and 1998 and that a large majority of works sold by auction are 

covered by these arrangements. It should be noted however that the there is still a 

cost to art dealers to use the Tl scheme. Firstly they have to organise a bond facility 

with the UK authorities to the value of 5 per cent of the sum of the value of items 

they wish to bring into the country. Then once the bond is fully utilised, if the dealer 

wishes to bring any more objects into the country under this scheme, he has to 

remove another item from the bond, or, apply to increase the bond.

3.3.4 Droit de Suite

The Droit de Suite, or resale royalty right, entitles artists in the visual arts (or their 

heirs up to 70 years after their death) to a certain percentage of the resale price of 

their works after the original sale whenever they are resold by commercial dealers or 

auctioneers. In the French version of this right, the percentage share is based on the 

gross sales price and hence it works similarly to a turnover tax, while in the Italian 

version the artist shares only a percentage of the capital gain and thus this right 

functions similarly to a capital gains tax. The resale royalty right is typically 

inalienable and lasts for the life span of the artist and 70 years beyond, therefore it 

affects only trade in contemporary art, which makes up a share of 35 per cent to 60 

per cent in West European auction markets (Becker et al 1995). The right was 

originally provided for in Article 14 of the Berne Convention for the Protection of

Approximately £5.7 million was collected in 1995 but this was only for half the year following its introduction.
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Literary and Artistic Works, however it was left to signatories to decide whether to 

apply it or not.^°®

The rationale behind the Droit de Suite is that artists should participate in the 

increasing value of their art (i) because this is a result of their continued efforts as 

they build a reputation and it is only fair to let thenn share the appreciation of their 

p roducts"” and (ii) because it removes an inequity vis-a-vis authors and composers 

who profit from increased value of their works through increased sales or 

performances of their works (Schlatter-Kruger 1995). Moreover, it is said to counter 

the uneven bargaining situation of young artists vis-a-vis galerists and collectors 

which lead to unfair prices.

These claims however have come under severe criticism, the main argument being 

that anticipated resale royalties will only lower the initial sales price by their expected 

present value. This shifts part of the risk concerning the future sales price back to 

the artist and therefore reduces artistic production to the extent that potential artists 

are risk-averse. As a consequence of this risk-sharing successful artists will gain 

while unsuccessful artists will lose from the Droit de Suite. Moreover, if levied on 

gross sales prices this resale royalty right will obviously discourage transactions and 

thereby produce the usual distortion of a turnover tax. (The royalty functions like a 

tax which traders must pay to the artist thereby lowering net proceeds to the seller 

while increasing the buyers price). It seems fair to say that it is consensus among 

economists along with those involved in the UK art trade, that the Droit de Suite runs 

counter its intended effect: if at all it discourages artistic production and does not 

support needy (rising) artists but rather increases incomes of already established 

artists.” ^

W hile these arguments are based on the implicit assumption that resale royalties are 

inescapable, it is obvious that they can be avoided by moving the sale to a country

France was the first to apply Droit de Suite in 1920 followed by Belgium in 1921.
A related argument has been put forward by Solow (1998): As the artist takes a financial interest In the value 

of her sold works as well, she has a credible Incentive to maintain their value when making later production 
decision.

For a literature review and references cf. O ’Hagan (1998a, sect 4.5) and Perloff (1998). In 1997, 1.5 per cent 
(11.7 per cent) of all beneficiaries received a 30 (60) percent share of all royalty payments in France, cf. Gaillard 
(1999), quoted after Benhamou (2000).
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without Droit de Suite. The Droit de Suite has only local coverage and applies to all 

EU artists alike, i.e. whenever a work by an EU artist is sold in a country with resale 

royalty rights, the royalties are due regardless of the legislation of the artist’s home 

country.^Because for traders of art the resale royalties function like a tax which 

they must pay to the artist thereby lowering net proceeds to the seller while 

increasing the buyers price, trade will be diverted away from countries with Droit de 

Suite effectively enforced.^This ,  it is argued, places art markets in Belgium, 

France, Germany, and the Nordic countries at a disadvantage.

Prior to the introduction of the EU Directive on Resale Royalties in 2001, eleven EU 

countries had Droit de Suite legislation, those without were the UK, Ireland, Austria 

and the Netherlands, whilst Italy has had the legislation in place for over 50 years 

but no royalties have ever been collected. Portugal, Spain, and Greece collect resale 

royalties only on an irregular basis. Table 3.10 below summarises the state of Droit 

de Suite in the EU prior to the enforcement of the Directive.

Previous to the Phil Collins case October 20, 1993 resale royalties were granted according to the reciprocity 
principle, i.e. only to residents of those countries that had a resale royalty legislation in place. This was ruled to 
be inconsistent with the non-discrimination principle of 7 EEC Treaty by the European Court of Justice cf. 
Becker et al, (1995) .The reciprocity principle prevails for non-EU countries.
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Table 3.10: Droit de Suite within the EU

State Rate Basis Threshold

Value

Collection Type of 

T ransactions

Austria none - - - -

Belgium 2-6% Sales price >1000 BF Yes Auction sales only

Denmark 5% Sales price >2000 DKr Yes Auction and Dealer sales

Finland 5% Sales price >100 FM Yes Auction and Dealer sales

France 3% Sales price >100 FF Yes Auction sales only

Germany 5% Sales price >100 DM Yes Auction and Dealer sales

Greece 5% Sales price >100 Dm No/Irregular Auction and Dealer sales

Ireland none - - - -

Italy 1-10% Margin varies No Not collected in practice

Lux'bourg 3% Sales price none No Not collected in practice

Neth'lands none - - - -

Portugal 6% Sales Price none No/Irregular Auction and Dealer sales

Spain 3% Sales price >300000pta No/Irregular Auction and Dealer sales

Sweden 5% Sales price >1800 CS Yes Auction and Dealer sales

UK none - - - -

Sources: Christies1998; Market Tracking International 2000

The possible trade distortion in the internal market caused by different rates of the 

resale royalties and different enforcement practices has been a concern of the EU 

which led to the proposal of the new directive to harmonise Droit de S u i t e . T h e  

Directive concerns not only the introduction of the royalty in the states without it, but 

also the task of bringing uniformity in rates and transactions to be covered by resale 

royalty rights. The Commission’s proposal dating back to 1996 and amended in April 

1998 stipulated resale royalties on sales exceeding 1000 ECU at the following rates: 

four per cent for sales between 1000 and 50,000 ECU, 3 per cent for sales ranging 

50,000 -  250,000, and 2 per cent above 250,000 ECU. The inalienable royalty right 

was to last for 70 years after the artist’s death and referred to any professional sale 

(auctions and dealers). The proposal was amended by the European Parliament and

^'^Ginsburg (1996) provides anecdotal evidence for this trade distortion: A painting to be sold was displayed on 
TV screens In Belgium to attract buyers, but physically stored in Luxembourg in order to avoid resale royalties
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adopted with 326 votes in favour, 64 votes against, and 60 abstentions on April 9,

1997. An amended proposal was presented by the Commission on March 12,

1998.’ ^̂  A vote scheduled for December 1999 did not take place since Britain 

threatened to veto the draft directive. On March 16 2000, the Commission formalised 

a proposal which was made up of a compromise deal on a uniform royalties within 

the EU based on a sliding scale, starting at four percent for works of art over 4000 

Euro” ® to 0.25 percent on works worth up to around 250 000 Euro or up to a 

maximum limit of royalties payable of 12 500 Euro."^ Directive 2000 EC on the 

Resale Right for the Benefit of the Author of an Original Work of Art has been put 

into place in 2001, however the deal for living artists will not have to be enforced 

until the first of January 2006, whilst the UK, Ireland, the Netherlands and Austria 

are allowed a further six year derogation in implementing measures to extend 

benefits to artists heirs.” ®

Of course, EU harmonisation of resale royalties might not eliminate trade distortions, 

but only lead to different trade diversions -  paintings would be traded in Zurich and 

New York instead of London. It is controversial though to what extent such relocation 

would take place. On the one hand, Mr. Bolkestein, the spokesman of the 

responsible commissioner stated: ’’Britain’s worries are not sufficiently well- 

founded... The fear that ... the resale right would lead to relocation of sales and job 

losses is very, very exaggerated.”” ® Supporters of the royalty claim that the art trade 

in the UK has considerably diversified its risks with contemporary and modern art as 

only one of its specialisations and one that has never been dominant given the 

central status of New York for this sector of art trade in recent history. On the other

To create a 'level playing field', Droit de Suite had to be applied uniformly throughout the EU or abolished in 
all member states. The commission decided to pursue the former option as 11 out of the 15 member states 
either applied the royalty or had the legislation in place therefore the latter option was unlikely to attract majority 
support (plus the 4 countries without it could not form a blocking majority). See Browne (2000) for further 
discussion.

Sources: Commission proposal COM (96) 97 final COD 96/0085, official journal no. C 18 of June 21, 1996; 
Amended proposal COM (98) 78, official journal 0125, April 23, 1998; opinion of the European Parliament, first 
reading; official journal no. O 132 of April 28, 1997.

4000 Euro is the minimum price to which the royalty can be applied and is likely to be a matter of contention 
in the Parliaments second reading given that their initial proposal of a minimum of 500 Euros (The commission 
had suggested 1000, whilst the UK's attempt to bring in a 10,000 Euro minimum considerably swayed the final 
result).

Again this cap on the artists royalty is likely to bring opposition given that such maximum limits do not exist in 
music royalties or any other copyright law.

Claims to royalties from heirs account for around 90 per cent of all droit de suit applications (telephone 
conversation with Jens Gaster, DG Internal Market, European Commission).

Artist’s Resale Right, Art Bulletin, February/ March 2000, Dublin, p. 6.
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hand, it was estimated that the introduction of the Droit de Suite could lead to a loss 

of art sales in the UK of up to 78 per cent per annum and put 5000-8000 jobs in the 

art trade at risk.” ^̂ °

3.3.3 International Obligations

As a member of the European Union and of the international trading community 

generally, the UK art market is becoming increasingly subject to international 

legislation governing various aspects of its activities including exports of art, taxes, 

and restitution of works stolen or illegally exported from their country of origin. The 

main emphasis of the international agreements is on the last mentioned and this will 

be the focus of this section of the paper.

EU Regulations

Free trade in all goods within the internal market is a guiding principle of the EU, 

guaranteed under Articles 9 and 30-34 EC of the Treaty of Rome. It was recognised 

alongside this however the need to reconcile free movement with that of legitimately 

protecting member states cultural and artistic heritage. Works of art were therefore 

given special status exempting them from free trade. For intra- EU trade. Article 36 

EC provides a derogation from 30-34, allowing member states to adopt or maintain 

prohibitions, restrictions or measures of equivalent effect on the import, export, or 

transit within the EU of national treasures having artistic, historic or archaeological 

value. This exception also applies to third-country exports, which does not conflict 

with GATT (General Agreement on Tariffs and Trade), which makes similar 

reference, and provisions in Article 20.^^^ Each member state can define their own 

national treasures (using their own form and scale of values) and then adopt any 

suitable action to protect them due to the needs arising from the abolition of internal 

frontiers. The idea behind the legislation was that the formation of the Single Market 

meant the removal of checks and controls at internal frontiers (regardless of product) 

which might encourage illicit trade or make it more difficult to prevent the export of 

cultural goods. In a Single Market it would be more physically easy to illegally (or 

legally) remove national treasures to other member states and offer them for export

^^°British Art Market Federation (2000). See also Bogle and Ginsburgh (1998) who argue that the introduction of 
the resale royalty would only drive business away from the EU to New York and Switzerland.

European Commission (1998)
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to third countries which could lead to the depletion of both an individual nation’s 

patrimony and that of the EU as a whole. The Commission therefore included Article 

36 in view of reconciling free trade in goods with rights to protect national and 

Community patrimony. In practice, this last remaining exception to the free trade 

postulate of the EU has led to considerable segmentation of the EU art market.

For extra-EU trade, two further measures were adopted into EU law in 1992 and 

1993 and hence binding in the UK namely:

1. Council Regulation No. 3911/92 regarding the export of cultural goods to third 

countries;

2. Council Directive 93/7 on the return of unlawfully removed cultural objects.

Both are aimed at ‘supplementing’ divergent national rules with a common system of 

protection at a Community level in line with the EU principle of subsidiarity.

The first regulation requires that an EU export licence be obtained on top of any 

licensing requirements in national laws if a cultural good is to be exported outside 

the EU (see Table 3.4). The regulation covers archaeological items and books over 

100 years old and any painting, print, sculpture, drawing or mosaic over 50 years old 

(and not belonging to the author) or over a certain threshold value for its category 

(European Commission, 1992). The regulation was adopted to act as a minimum 

standard to ensure that once internal borders were abolished, states with the most 

lenient export policies would not become an open door to third countries, but under 

Article 36 each state retains the right to adopt tighter restrictions and take a wider 

view of what it considers to be its national patrimony. The legislation has tended to 

have little effect on restricting UK trade due to their liberal system of export control 

(again see Table 3.4 and 'Export Regulation' section). On an EU-wide level it has 

however led to the continuation of widely divergent interpretations resulting in two 

conflicting trends in elucidation of the term 'National Treasure':

-  an ‘extensive’ interpretation; by countries largely in the south which export cultural 

goods and have a rich and sought-after heritage. They aim to enforce tight 

restrictions through broad definitions (e.g. Italy, Spain, France).
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-  a ‘restrictive’ interpretation: by importing countries like the UK, which tend to be 

poorer in terms of national heritage and often where the major art markets are 

located. They advocate loose regulation or restrictions on a limited number of items.

Biondi (1997) states that the correct interpretation of National Treasures should not 

refer to the generality of all art or cultural goods, but to a specific category that forms 

an indissoluble link with the cultural heritage of a particular nation. In correctly 

interpreting Article 36, the status of a National Treasure should not be judged on the 

fame or notoriety of the work or artist (although it should be of outstanding artistic 

importance to qualify) but specifically of the importance of its links to a nation’s 

culture and history. In assessing the value of an art treasure to the national 

patrimony, most countries impose their own ‘closest connection’ test, such as the 

Waverley criteria in the UK, and often may try to avoid complex issues of attribution. 

Criteria used attempt to pinpoint works that should be protected; however, many 

remain subjective and give rise to difficulties in achieving uniformity in the absence 

of established community-wide standards. As such, the problems of definition largely 

remain and have made application of the Regulation difficult and legislation often 

varied and inadequate -  resulting again in a segmented European art market.

Directive 93/7 aims to achieve ‘minimal harmonisation’ by providing a mechanism for 

the return of cultural goods unlawfully removed from a member state. Under this 

directive the government of a state from which the article has been removed can 

bring an action for its return in the courts of the state in which it currently resides. 

The directive only applies to cultural objects removed after 1 January 1993 and must 

be national treasures of artistic, historic or archaeological value, belong to one of the 

categories listed in the directive or be listed on the inventory of a national public 

collection. Objects that are in the UK, which would spark such proceedings had they 

not been taken pre-1993 include the Greek government's request for restitution of 

the Elgin marbles and the Egyptians request for the Rosetta Stone. W hatever the 

outcome of debates over the merits or otherwise of restitution, the impact of the 

enforcement of this legislation could be seen as threatening to the patrimony of the 

UK with these and other pieces of foreign origin residing in some of the most 

important national collections. However, despite recognition of its potential value in
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reducing unlawful trade, the directive has still not been implemented in certain 

states, namely Greece, Austria, Germany and Italy due to conflicting legal 

arguments between nations regarding bona fide possession, ownership rights, rules 

of private law, foreign public law exceptions and so on. As success of this return 

system relies on substantial co-operation between national authorities, non

implementation has limited its effects in p r a c t i c e . T h e r e  was significant opposition 

from various sectors of the British art trade before the directive was implemented in 

the UK, as they feared it would hamper trade and create administrative burdens and 

buyer uncertainties. In practice, the effects of its implementation are difficult to 

assess as it has as not yet generated any return proceedings.

Other International Regulations

The UK has been subject to an increasing number of efforts between groups of 

countries internationally to regulate trade in art. Co-operation has often been part of 

regulating trade generally such as clauses found in GATT or the Treaty of Rome 

which cover art objects within the range of tradable commodities. Other international 

agreements have been designed specifically to deal with trading art and other 

cultural objects, whether formalised as legal obligations between countries or via 

advisory and exhortatory agreements which may equally bring significant pressure 

for compliance.

Like EU Directive 93/7, many international agreements deal with issues surrounding 

the prevention of theft and return of stolen items of art. Art works, like all forms of 

property, have rights attached to ownership for return proceedings through the law if 

stolen. It may be asked therefore why they are the matter of special regional and 

international agreements as opposed to the normal policing and legal arrangements 

for example for stolen cars. One of the most significant reasons for this special 

treatment of national patrimony works, besides the fact they generally involve huge 

sums of money, is that these items unlike cars and other valuable items are unique 

and irreplaceable both in their own right and in terms of their cultural links to a 

nation.

As well as the fact that it could never bind for example the US or Japan who are major traders in the
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Some of the UK's more important international obligations include:

-  Commonwealth; the Commonwealth, like the EU, is an example of an important 

trans-regional arrangement designed to promote trade and co-operation 

generally and therefore affects trade in art. The Scheme for the Protection of 

Material Cultural Heritage within the Commonwealth has been in place since 

1983 and gives broad guidelines on areas such as unlawful export and import, 

and seizure and recovery, whilst allowing members to impose other specific 

controls where they see fit.

- International Non- governmental Organisations: there are several examples of 

non-governmental international organisations that have no legal powers in 

members jurisdiction but still exert considerable pressure to conform to their 

objectives and policies. An important example, involving many national UK 

museums, is ICOM that has a large international membership and promotes 

ethical acquisition policies. Although it cannot stem the flow of illicit objects into 

private hands, its ‘moral’ influence on museums, which collectively make up the 

largest market for works of art, is often regarded as more significant than specific 

legal restrictions.

- Interpol is another example of such an organisation whose aims are to deal with 

offences against art, including theft, illicit traffic, and forgery. It runs a database of 

art that catalogues data on the work, its identifying characteristics and ownership 

details to aid recovery and restitution.

-UNESCO: perhaps the most important international arrangement regarding art and 

its protection has come from the work of UNESCO formalised in the 1970 UNESCO 

Convention on the Means of Prohibiting and Preventing the Illicit Import, Export and 

Transfer of Ownership. It is the major international instrument in this area, not only 

due to its coverage, with 86 current signatories which include the two major art 

markets of the UK and the US, but also due to the fact that it provides reciprocal and 

binding obligations rather than simply recommendations. The main impetus for the 

document came from the idea in many countries that the protection of art could only 

be effective if organised both nationally and internationally amongst states working

international art market and receivers of illicitly exported works. 
Prott and O'Keefe (1989).
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in close co-operation. The document itself is substantial and had a long and complex 

drafting history^^'’

After the introductory articles defining cultural property, national patrimony and 

statements of opposition to illicit traffic, the most substantive provisions are in 

Articles 7 and 9. Article 7 deals with the prohibition of the import of stolen cultural 

property (within the boundaries of national legislation) as well as procedures for 

recovery and return. Article 9 calls for multilateral action if a nation’s patrimony or 

important category of art is in ‘serious jeopardy’ from pillaging and illicit transfer.

The Convention represents a serious international effort at protecting artistic 

heritage; however, many states remain reluctant to enforce the export laws of other 

states regarding what they can import. Also, as with all large and expansive pieces 

of legislation, it has to be questioned how much is merely on paper and how much is 

enforced and operative. Due to the wide range of attitudes Involved (and some 

vague and indeterminate clauses), there remains conflicting views between 

signatories as to what the Convention requires of its members and which are the key 

provisions. This ambiguity has led to a lack of uniformity in implementation in areas, 

with countries such as the US and the UK often adopting a minimalist approach to 

their obligations (only applicable to stolen goods) whilst others such Australia and 

Canada use a more broad interpretation of the legislation.’ ^̂

-UNIDROIT: from the origins of the UNESCO Convention, UNIDROIT, a 56-member 

independent intergovernmental organisation devoted to examining ways to co

ordinate and harmonise laws between groups of states, also opened to signature in 

1995 the Unidroit Convention on Stolen or Illegally Exported Cultural Objects. This 

convention, using similar clause and definitions to UNESCO, demands the 

mandatory return of any stolen cultural object if its removal has impaired its physical

A thorough article by article account and summary is given in Prott and O' Keefe(1989)
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preservation, integrity, preservation of information (e.g. historical) or its traditional or 

ritual use or if it can be shown to be of significant cultural importance to the 

requesting state. The Convention again reflects a willingness on behalf of many 

important member states of the international art community to protect art and reduce 

illicit trade and includes signatories such as Switzerland, Netherlands, France, and 

Italy. However, many countries including the UK have expressed reservations. The 

UK has still not signed, ratified, or acceded to the convention, voicing a variety of 

concerns not least of which involves the legal difficulties in trying to harmonise the 

law in this area. For example, in trying to unify legislation relating to transfers of 

cultural objects, the differences in the laws relating to ownership rights and title are 

very different in the UK compared to signatory countries such as Italy, Portugal, or 

France. Under UK law, the rights of the owner/seller are superior to those of the 

purchaser. If an item is purchased in good faith and is later found to be stolen it will 

be returned to its rightful owner without compulsory compensation to the purchaser. 

In continental European countries on the other hand, protection of the purchaser 

takes precedence and compensation is often due on restitution. Other objections 

from the UK art trade have concerned the wide and subjective definitions of cultural 

property, and in particular national treasures, which are open to a variety of 

interpretations depending on where the action for restitution is being taken.

3.4 Conclusions

The UK is the most important art market in Europe and the second largest centre for 

trading art internationally. At a national level the art market consists of at least 

11,950 businesses, employing 48,000 people. These businesses generated some 

6.2 million Euro in sales either directly through the art market or indirectly through 

the services sector supporting the trade. Market Tracking International (2000)

For example, in relation to Article 7(a) preventing museums from acquiring stolen objects, the US interpreted 
this as applying only to those museum whose acquisition policies are subject to the control of the Federal 
government which formally exempts most museums, while other states interpretation was a more universal 
applicability. Bator (1981) describes parts of the convention text as ‘ceremonial, rhetorical and ineffective’ and 
bar Articles 7 and 9 could be safely ignored as having no substantive effect. Although this criticism seems harsh, 
he does recognise that the processes of creating the convention were badly designed and run, which marred the 
final product, but recognises that ‘ behind this stands a conscientious and serious effort to make at least a 
moderate start at dealing with a set of baffling problems by narrowing and bridging genuine and legitimate 
differences in values' (Bator, 1981, p. 100).
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estimate that in the same year, the UK art market contributed at least 732.7 million 

Euro to the UK's government finances- 223.6 million form employees of the art trade, 

332.0 million from company profit taxes, 178.9 million from VAT, and 51.6 million 

from import VAT on art and antiques.

Due to the importance of the art market nationally and at a European level, the UK 

has generally always promoted trade in art through a liberal system of trading 

regulations. Overall the UK's system for regulating the trade in art is a free-market 

one -  in keeping with the predominant ideology which stresses the rights of private 

property and free-market principles. There are fears however that the additional 

taxes and red tape associated with EU-wide harmonisation directives will make the 

UK less and less competitive particularly vis a vis the US. The UK's membership of 

the EU has meant that policies towards the art trade in the UK have had to be 

brought in line with European Standards with varying effects.

Under Article 36 exports of works of art can be restricted by national governments to 

protect the national patrimony. This has had little effect on the UK's art trade, as very 

few works require domestic retention or even licensing under the strict Waverley 

Criteria. These criteria are used to test the status of a piece of work which means 

government approval for export is only required for very valuable and important 

works and prohibition is extremely rare. The regulations are designed as selective 

export controls with specific and high-value and -age limits for licence requirements. 

From Tables 3.6 and 3.7 it is evident that licensed exports in fact make up only a tiny 

portion of total arts exports from the UK and even in the rare case that a licence is 

required for export, all denials and delays must be based on the strict interpretation 

of the Waverley criteria and cannot be absolute as export must be allowed if pre

emptive rights are not exercised. A similarly liberal export system is found in other 

major art markets such as Switzerland and the US; the latter has the most lenient 

system, with no legislation barring or limiting the export of art except very specific 

laws protecting Indian sacred sites, in contrast, many of the art-rich nations such as 

Italy or Greece have highly restrictive export control which can classify virtually any 

work of subjective interest to the state as an inalienable national treasure and 

embargo its export.
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The three specific national heritage tax provisions outlined clearly focus on giving 

incentives to retain national patrimony art compared to often more general systems 

of tax relief in other countries. These incentives apply to a relatively narrow range of 

items and like the export regulation system, criteria are attached to the incentives in 

attempts to screen items and ensure that only the most important pieces are 

targeted. This specificity in offering incentives takes account of the fact that all tax 

relief involves the use of public money and whilst the public purse will always be 

limited, the range of items that could be considered as part of the cultural heritage is 

potentially vast. By keeping eligible items to only the most important, the state is 

ensuring that the public is getting the 'best value' for the type of relief given.

Another important provision in tax incentives related to the arts concerns access and 

ownership status. An important premise in the UK tax law is that the state views that 

it is not necessarily desirable for works to belong to public institutions particularly 

given their limited funds for conservation and maintenance. The Board of Inland 

Revenue (1986) clearly state in their general policy statements for capital tax and 

national heritage that whilst their prime objective is the preservation and 

maintenance of national heritage for the benefit of the community, they have taken 

the view that, so far as possible, property of this kind should remain in private hands 

and its owners should be encouraged to retain and care for it whilst ensuring some 

form or access for public display. For example, with acceptance in lieu, ownership is 

transferred to the state but possession can be retained. With conditional exemptions, 

both ownership and possession are retained once certain criteria for public access 

or exhibition are fulfilled.

This emphasis on private ownership seems to be at odds to some degree with the 

objectives of tax incentives to broaden access to the greatest quantity of quality 

cultural heritage items. It could be argued that if the object needs to be classified as 

a 'national heritage item' to receive an incentive then it should be easily accessible 

to the 'national public'. The arguments given by the government however are that, 

where possible, items should be displayed in context and in keeping with its
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historical associations plus the fact that private owners are often more able to care 

for and maintain their own property especially in light of the complaints of museums 

of lack of funds. In the case of conditional exemptions, however, there are still valid 

criticisms. The system of merely listing objects at for example a national library and 

the strong emphasis on the protection of the security of the owner does arguably 

mean that access to the general public is hampered and that the system is really 

only applicable to the most knowledgeable of art scholars and historians who can 

use it effectively and know what to look for. The changes introduced in the 1998 

Finance Act have tried to address these factors; for example, in enforcing a degree 

of open access and requirements for owners to publicise access and undertakings 

related to the item.

A problem that arises in the UK system, as with many others, is that of valuation of 

works for tax purposes. The question arises as to how can you arrive at an accurate 

market value for an object that you are shielding from the open market and its 

system of international valuation. For example, when a private treaty sale is to be 

undertaken, parties must try and establish some market price to base their 

calculations on as well as negotiate the extent of the douceur, while they are 

essentially removing the item from trading and the natural process of market 

evaluation on open markets. Schuster (1986) makes the argument that the 

availability of provisions such as these can end up harming the seller. Once these 

provisions are in place and it becomes known that a museum is interested in an 

item, this could dampen the interest of private individuals in bidding for the work. 

Such incentives could therefore actually injure the seller by reducing the price 

ultimately realised at auction whether or not the government uses it rights of pre

emption. It must be said, though, that this incentive does significantly reduce buyer 

uncertainty and as seen in the example given often leads to a more favourable price 

than that attainable after full tax liabilities on the open market.

Increasing pressure from the international community to harmonise regulations and 

matters concerning restitution may be have a significant impact on the art trade in 

the UK and in particular that relating to the national patrimony. Despite the fact that 

the UK has never been a significant art producer, it maintains impressive national
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collections of patrimony art of which many pieces are of foreign origin. The future 

impact of restitution legislation could be potentially serious for these collections.

W hat has worried the UK art trade the most of all regulatory measures however are 

the newer harmonisation directives introduced by the EU relating to VAT and Droit 

de Suite. Regarding VAT, the full effects of the rise to 5 per cent of UK import VAT 

on the UK art trade are still to be seen especially now with the introduction of the 

further constraint of Droit de Suite. The European Commission remains hopeful that 

the effects will not be overly disruptive. They claim that if VAT were to have an 

impact on the competitivity of the Community art market that this would have been 

evident in a state where import VAT was first introduced, as was the case for the UK 

in 1995. However that value of sales in the UK increased by 53 per cent from 

1993/94 (when imports of art works were VAT exempt) and 1996/97 (at which time 

art imports were subject to 2.5 per cent VAT) whilst worldwide sales increased by 37 

per cent over the same period.’ ®̂ Imports of art did fall in 1994/95, the first full year 

of the rise in import VAT to 2.5 per cent and had dropped almost 45 per cent by 

1996/97. The UK has always served as a gateway for foreign traders into other EU 

markets therefore the rise in 1999 to 5 per cent could divert trade to centres without 

import VAT.

Whether and to what extent Droit de Suite diverts trade remains to be seen as the 

royalties for artists will not be in place until January First 2006 with a further 

derogation for heirs (often the main beneficiaries) until 2012.To minimise the 

potential diversion of trade from the UK, it is crucial to introduce and administer the 

royalty in as efficient and cost effective means possible with minimal disruption to 

trade whilst ensuring this essential authors right is properly acknowledged. Whereas 

the legal form and content of the resale right has largely been determined in the 

Directive, aspects particularly of collection and distribution have been left to the 

discretion of member states and it is here that the UK possibly can learn the most 

from those countries that currently administer the royalty. The German system 

where one central authors society collects all royalties with the option of annual lump

Art Sales Index (2000)
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sum payments and rights under the law to information from auctioneers and dealers 

has proved amongst the most efficient with the lowest administration costs of 10 per 

cent in Europe.

Whether or not Droit de Suite and VAT will influence the international 

competitiveness of the UK art market, it is certain that are only some conditions out 

of many that influence sellers decisions on which geographical locations they will 

use to trade art. It is important not to overlook the fact that the art market is subject 

to a range of historical, political, economic and legal influences. Legal and fiscal 

constraints influence the trade in art directly yet Droit de Suite is only one feature 

amongst many others. It is important however that the potential effects of new EL) 

regulations on the trade are not ignored especially in consideration of how they 

might cumulatively affect the competitiveness of an art market.

An overview of Droit de Suite in place in 6 countries is given in Appendix 1 
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Chapter 4. The European Trade in Art and its Determinants"

4.1 Introduction

This chapter analyses the institutional framework governing trade in works of art 

within the European Union and the influence that member states’ policies have 

thereon. It is the first work to both detail the institutional framework within which art 

trade takes place in the European Union and analyse how the multiple government 

interventions in the European art market distort trade.

The analysis starts with the recognition that even without government intervention, 

trade in art is distinctively different from all other trade. As stated in Chapter One, 

objects of fine art - paintings and drawings, sculptures, engravings, antiques and 

collections’ ®̂ - are unique and highly durable, making them collectors' items. 

Consequently, international trade in art is motivated by the lack of close substitutes. 

This is why, although an international primary market exists where artists trade to first 

consumers, the majority of trading is on secondary markets, i.e. traded between 

former and future consumers (private collectors, dealers, museums).

The dominance of a secondary market alone implies that art trade is governed by 

forces other than comparative advantage. Rather it is consumers’ preferences that 

drive trade in art, which is a superior good. These preferences, however, may not 

pan out as member states interfere heavily with the free flow of works of art. In the 

European Union the conflict between free trade and cultural autonomy of the member 

states has been decided in favour of the latter, resulting in a wide range of trade- 

restricting policies by national governments. Intra-EU trade in art is characterised by 

heavy intervention by the EU member states

Firstly, according to Article 36 EC Treaty, member states are allowed to restrict the 

free flow of art objects to whatever extent they regard necessary in order to preserve 

national patrimony. Governments have adopted very different definitions of national

’ I would like to acknowledge the assistance of Professor Guenther Schulze with the Gravity tvlodel in this chapter. 
128 These categories are taken from Eurostat classifications (2000) for 'Works of Art'.
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patrimony and approaches to its preservation, potentially leading to very unequal 

distortions of intra-EU art trade.

Secondly, the VAT treatment of works of art is distinctively different from the 

treatment of all other trade. As art objects are highly durable goods which are 

predominantly traded in secondary markets, ordinary value added taxation on the 

transaction volume would lead to a mounting tax burden each time a work of art is 

traded. To account for this, the Seventh VAT Directive introduced taxation at the 

margin, that is, the difference between the sales and the previous purchase price. It 

also applies the origin principle. Thereby art objects are, apart from cross-border 

shopping, almost the only goods that are taxed under the origin principle within the 

EU. Yet, under the origin principle differences in VAT rates between member states 

will obviously distort trade.

Thirdly, the art sector is characterised by very heavy government financial 

intervention. States support the arts either through direct subsidies or indirectly 

through various tax incentives and they do this in different mixes of instruments and 

to very different degrees. These domestic policies however impact on trade flows, 

especially as state-funded art museums are major agents in the market for works of 

art.

Finally, member states have had very different regulations concerning resale 

royalties. The inalienable resale royalty right, or Droit de Suite, entitles artists or their 

heirs (up to 70 years after the artists’ death) to a certain percentage of the sales price 

on every subsequent sale of the art object. Because it is applicable in the country 

where the transaction takes place it may divert trade away from countries that have 

enforced the resale right (such as France, Germany, and Belgium) to those countries 

that do not, notably the United Kingdom. These possible distortions led to the EU 

Commission’s Directive to introduce harmonised resale royalties at uniform rates in 

all member countries (Directive 2000/ EC on the Resale Right for the Benefit of the 

Author of an Original Work of Art). This Directive has been subject to an ongoing and 

controversial debate, as it is feared that the European art market, London in 

particular, will lose at the expense of the New York and Zurich. Despite the fact that 

the UK has never had a strong tradition as an art producer, more than half of all art
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sales in the EU take place via London (see Chapter Three). To accommodate this, 

the UK has one of the most liberal systems of trading regulations in Europe and has 

often been the strongest objector to harmonisation of regulations such as VAT and 

Droit de Suite within the EU. Their fears are that forcing EU-wide standards on to the 

British market will divert trade to the US or Switzerland which maintain very liberal 

trading systems and so the EU as a whole will lose international art market share.

This chapter empirically assesses whether the various policies of EU member states 

with respect to the art sector distort intra-EU art trade and if so, to what extent. There 

is no systematic empirical evidence on any of these issues and the literature on trade 

in art in general is next to non-existent. This chapter is the first to analyse intra-EU art 

trade and to explicitly introduce government policies as explanatory variables for the 

structure of bilateral trade. This allows for systematic testing of the effectiveness of 

these policies and their effects on trade.

The chapter is organised as follows: Section 4.2 presents a general description of the 

EU art market in the context of the international trade in art. Section 4.3 gives an 

overview of the most important government policies affecting the art trade, i.e., export 

restrictions, value added taxation, tax incentives, subsidies, and Droit de Suite and 

their different use in EU member states. For each form of regulation, testable 

hypotheses are derived on the effect of these policies on patterns of art trade. 

Section 4.4 re-introduces the gravity model with the innovative explanatory variables 

for government policies. Section 4.5 presents the empirical results and Section 4.6 

derives conclusions of the effects of government intervention on the EU art trade.

4.2 Description of the European Art Trade

Market Tracking International (2000) estimate that the global art and antiques market 

exceeded 18 billion Euro in 1998. The EU accounted for 50 per cent of sales at 

approximately 8391 million Euro (and the US share was 42 per cent or 7506 million 

Euro). Within the EU, the UK is by far the largest art market with sales of 4710 million 

Euro representing 26 per cent of world trade and nearly 60 per cent of that of the EU.
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Table 4.1 shows the total sales turnover in each of the member states in 1998. The 

term turnover is used here to represent dealer and auction sales in the given country. 

The source used, for reasons of consistency, is Market Tracking International (2000) 

which is the most inclusive source available that reports on both dealer and auction 

s a l e s . W i t h i n  the EU, the UK is by far the largest art market with sales of 4710 

million Euro representing over half of EU art sales. The only other significant art 

markets in the EU are France, with 31 per cent EU share or 2841 million Euro and 

Germany with 5 per cent or turnover of 485 million Euro. The UK is also one of the 

fastest growing art markets internationally. Whilst the average rate of growth world 

wide from 1993/94 to 1998/99 was approximately 14 per cent, the value of UK sales 

rose 87 per cent over the period. This was on par with the US art market at 82 per 

Table 4.1 Turnover of EU member States Art Markets 1998 (Million Euro)

Country Total EU Share (%)
UK 4709.50 52.28
France 2841.20 31.54
Germany 485.00 5.38
Austria 172.50 1.91
Italy 170.90 1.90
Ndlds 142.10 1.58
Sweden 114.40 1.27
Bel/Lux 76.50 0.85
Spain 54.40 0.60
Dennnark 50.30 0.56
Norway 39.30 0.44
Finland 22.60 0.25
Ireland 20.00 0.22
Greece 11.30 0.13
Portugal 0.00 0.00
Total 8910.00 98.91
Source: Market Tracking International,, 2000

International art sales are divided between sales by dealers and those by auction 

houses. The European Commission (1999) estimated that the global split of art sales 

was approximately 77.5 per cent dealer sales and 22.5 per cent auction sales.

Data on art sales is plagued with inconsistencies. For example, taking the relatively accurately recorded 
auction sector. Art Sales Index (2000) report auction sales in the UK 1998 as 302 million Euro versus 2414 million 
Euro in Market Tracking International (2000) estimates. The differences in reporting stem from what each source 
classifies as a work of fine art. Market Tracking International (2000) classify fine art as paintings, works on paper, 
decorative art, antiques, and others. Art Sales Index (2000) use a narrower classification in reporting auction 
sales i.e. paintings, works on paper, prints, sculptures/miniatures and photographs. Another important difference 
is that Art Sales Index data does not include buy-ins yet these are included as part of auction house turnover in 
the Market Tracking International estimates. Although these may explain some of difference it is unlikely that they 
are the sole attributable cause and inconsistencies in reporting sales do exist. The Market Tracking International 
estimates are the only estimates available for dealer sales and are regarded as the best available by experts in 
the art market. (Correspondence with David Kusin, Kusin and Company (US) and Anthony Browne, Chairman of 
the British Art Market Federation.) The problems of art trade data are discussed in more detail in Chapter 1.
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Market Tracking International (2000) estimate that in 1998, the EU dealer: auction 

ratio was approximately 55:45. These two sectors of the art market are very different 

in size and features.

The auction market is dominated by the 'big two' international auction houses, 

Christies and Sothebys. It is estimated that these two houses account for some 60 

per cent of auction sales internationally (in terms of value of works sold) and run 

seven out of the top eight auction rooms around the world (European Commission, 

1999). There are a number of smaller domestic auction houses in each of the major 

art markets that tend to operate mainly within their own domestic markets. 

Geographically the world auction market is divided between the US and the EU both 

with shares of around 47 per cent each (European Commission, 1999). Table 4.2 

shows the distribution of auction and dealer sales within the EU. In the auction 

market, the UK has by far the largest share, which together with France accounts for 

86 per cent of all auction sales in the EU.

Table 4.2 European Auction and Dealer Sales by Country (1998 Million Euro)

Country Auction Sales Share (%) Dealer
Sales

Share (%)

UK 2414.00 58.94 2376.60 48.56
France 1092.80 26.68 1748.40 35.73
Germany 181.90 4.44 303.10 6.19
Austria 69.00 1.68 103.50 2.11
Italy 77.50 1.89 93.40 1.91
Netherlands 85.30 2.08 56.90 1.16
Sweden 51.90 1.27 62.50 1.28
Belg/Luxbg 34.40 0.84 42.00 0.86
Spain 24.70 0.60 29.70 0.61
Denmark 22.80 0.56 27.50 0.56
Norway 17.80 0.43 21.50 0.44
Finland 10.20 0.25 12.30 0.25
Ireland 9.10 0.22 10.90 0.22
Greece 4.70 0.11 5.60 0.11
Portugal 0.00 0.00 0.00 0.00
Total 4096.10 100.00 4893.90 100.00
S ource : M arke t T rack ing  In ternational, 2000

Some of the smaller houses have formed alliances to expand their global coverage. Phillips the third largest 
auction house has offices in Europe, the US and Australia and has formed an alliance w/ith the French 
auctioneers Piasa. Others include the UK based Bonhams and the French based Etude Tajan. (Hayes 1998).
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The dealers market in contrast is very fragmented with the largest dealers in any of 

the international markets not controlling more than 5 per cent of total s a l e s . T h e  

European Commission (1999) estimates that there are around 100 000 to 150 000 

dealers operating internationally with around half of these in Europe and 

approximately 9500 in the UK alone. Data on dealer sales is limited due to the nature 

of the market and the fact that most dealers are privately owned and often family-run 

businesses. The geographic distribution of dealer sales is also quite different to 

auction houses. It is estimated that the EU accounted for around 26 per cent of 

international dealer sales and the US share was approximately 18 per cent 

(European Commission, 1999). The UK dominates the dealer sector of the EU art 

market with a share of 49 per cent followed by France with 36 per cent and Germany 

with 6 per cent.

With both the auction and dealer sectors of the EU market, sales of particular forms 

of art tend to be geographically specific. France has a significant share of the modern 

and contemporary art market. London hosts the most sales of Old Masters. Italy 

specialises in Old Italian art and the Netherlands is a centre for Old Flemish and 

more recent art (Becker at al, 1995).

Between 1994 and 1999, the EU was a net exporter of paintings with net exports 

totalling 1241 million Euro in 1999 (Eurostat, 2000). Table 4.3 shows imports and 

exports of works of art in each EU state. Works of art are defined here as paintings, 

sculptures, engravings, collages, and collections

European Commission 1999. It is estimated for example that the largest dealer in the UK generates only
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Table 4.3 Trade in Works of Art in the EU Member States in 1999 (IVlillion Euro)

Intra-EU Extra-EU Total

Import Export Import Export Import Export Net Exports

Austria 17.40 13.60 13.90 13.20 31.30 26.80 -4.50

Belgium 6.20 5.10 50.10 85.40 56.30 90.50 34.20

Denmark 0.75 5.20 4.79 5.20 5.54 10.40 4.86

Finland 0.34 0.43 1.12 1.47 1.46 1.90 0.44

France 20.00 27.70 113.50 367.30 133.50 395.00 261.50

Germany 19.40 20.70 195.30 416.30 214.70 437.00 222.30

Greece 1.54 1.35 6.11 5.75 7.65 7.10 -0.55

Ireland 3.43 0.05 41.80 49.70 45.23 49.75 4.52

Italy 11.60 14.20 22.80 37.10 34.40 51.30 16.90

Lux./ Big 1.10 0.20 0.90 0.30 2.00 0.50 -1.50

Ndlds. 5.76 0.86 99.40 27.87 105.16 28.73 -76.43

Portugal 1.91 0.01 1.36 0.73 3.27 0.74 -2.53

Spain 8.00 6.36 36.40 14.50 44.40 20.86 -23.54

Sweden 52.45 0.99 65.70 40.61 118.15 41.60 -76.55

UK 72.20 58.20 405.60 1301.90 477.80 1360.10 882.30

Total 222.08 154.95 1058.78 2367.33 1280.86 2522.28 1241.42

S ource: E urosta t, 2000

In 1999, approximately 83 per cent of imports were extra-EU imports whilst intra-EU 

imports accounted for only 222 million Euro or 17 per cent. The UK dominates EU art 

imports with nearly 40 per cent of imports reflecting its position as the only 

international centre for art trade in Europe and also its past favourable import VAT 

p o s i t i o n . T h e  other significant markets are Germany with 17 per cent share, 

France with 10 per cent and Sweden with 9 per cent. Approximately 50 per cent of 

EU art imports originate from the US, followed by Switzerland at 14 per cent and 

Japan the only other significant market with 8 per cent.’ ^̂

Approximately 94 per cent of exports from the EU were to extra-EU destinations 

whilst intra-EU exports made up the remaining 6 per cent or 155 m i l l i o n . A g a i n  the 

UK dominates the export market with a 54 per cent share of total exports of art works

around 5 per cent of UK dealer sales, which is less than 1 per cent of the total dealer sales world-wide.
Up to June 1999 the UK applied a reduced rate of VAT on innports of works of art- see section 3.2 
Market Tracking International (2000)
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in the EU. The only other significant export markets are France and Germany with 

shares of 16 and 17 per cent shares respectively. The most important destinations for 

exports from the EU are the US accounting for 50 per cent of the total, Switzerland 

with 30 per cent, and Japan with 3 per cent (Market Tracking International, 2000).

Table 4.4 looks at the trade in different forms of art by the member states within and 

outside the EU. Paintings are by far the largest category of art traded yet still only 

account for a tiny proportion of overall trade at less than 1 per cent for both imports 

and exports. The sum of the combined percentage of total trade for all of the 

categories is only 0.07 per cent of total imports and 0.13 per cent of exports. The EU 

is a net exporter of all categories of art except for co l lec t ions .The  table also shows 

that in all categories and for both imports and exports, extra-EU trade dominates 

intra-EU trade. It is worth noting however that the data shown is dominated by trade 

taking place via London as the UK is the largest trader in all categories of art. The 

problem with art trade data, caused primarily by the dominance of London as the 

centre for EU art trade, lies in recording entrepot trade( See Chapter One, Section 

1.5.2). Most of the recorded art trade represents sales via the major auction houses 

of Sothebys and Christies who have their largest bases in London. Trade statistics 

are dominated therefore by flows in and out of London which skews results in 

whatever directions London trade takes place. (Full tables broken down by each 

member state are given in Appendix B, Section B.2 ).̂ ^®

The UK is the largest trader in paintings with nearly 60 per cent of total EU exports 

and 26 per cent of imports. The only other significant markets are Germany (22 per 

cent imports and 17 per cent exports) and France (16 per cent imports and 17 per 

cent exports). For most of the member states, the majority of trade is extra-EU with 

an average of only 22 per cent intra-EU exports and 18 per cent imports. The UK 

also dominates the EU sculptures market accounting for around 42 per cent imports

It should be noted that these eurostat figures do not include works of art imported temporarily and then re- 
e>morted to non EU-destinations under the Temporary Import Bond which is used regularly in the UK

Collections refer to the Eurostat classification CN97050 i.e. 'collections and collector's pieces of zoological, 
botanical, mineralogical, anatomical, historical, archaeological, palaeontological, ethnographic or numismatic 
interest.' Although these items are "collectors pieces" it is likely that many may not resemble fine art objects as 
they would be commonly regarded

There are a number of other problems in interpreting art trade data due to the varying data collection and 
reporting policies, tax laws and customs procedures in member states. Member states also have differing 
definitions of works of art even to the refined classification of SITC revision 3 There is also substantial under
reporting - such as smaller dealer sales and under-reporting of exports from the EU. (See Chapter One, Section 
1.5.2)
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and nearly half of the export flows followed by Germany with 25 per cent and 13 per 

cent share of exports and imports respectively. Again trade is largely to and from 

extra-EU destinations. A similar picture emerges for collections with the UK 

accounting for around 65 per cent trade flows. Again intra-EU trade represents a 

small percentage of total trade in collections at 6 per cent exports and 8 per cent of 

imports. Intra-EU trade is significant in certain member states notably Italy and 

Greece, however the fact that the UK has such a large share of this market but only 

trades a very small amount within the EU, brings the average of total share down. 

There is a similar distribution of sales for collages but they have a higher proportion 

of intra-EU imports representing 25 per cent of total imports and exceeding extra-EU 

imports in 6 member states. Engravings are also dominated by the British and 

German markets and whilst important in certain states, the insignificance of intra-EU 

trade in these largest two markets brings the share down to 28 per cent imports and 

16 per cent exports.

Table 4.4 Trade in Different Art Forms in the EU in 1999 (Million Euro)

Art Form Intra - EU Extra - EU Total % of 

Trade

Total

Art Works Imp Exp Imp Exp Imp Exp Net Ex Imp Exp

Paintings 137.6 97.8 486.9 1715.9 624.5 1813.7 1189.2 0.034 0.097

Sculptures 47.8 25.7 167.8 289.1 215.6 314.8 99.2 0.012 0.017

Collections 17.7 12.9 270.3 151.3 288 164.2 -123.7 0.016 0.009

Engravings 9.6 14.2 24.1 76.5 33.7 90.7 57 0.003 0.005

Collages 9.2 5.7 28.1 84.4 37.3 90.1 52.8 0.003 0.003

Source: Eurostat, 2000

The observed trade pattern, both within the EU and with extra-EU states, is a 

consequence not only of individual preferences, but also of government interference 

in the free flow of art works. Government intervention in the EU art trade is the 

subject of the next section.
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4.3 Taxonomy of Government Interventions and their Implementation

Governments influence trade in art through direct trade restrictions as well as through 

‘domestic’ policies that impact on art flows. This section describes the various 

policies (direct export controls, tax policies, subsidies and resale royalties) and their 

applications in member states and derives testable hypotheses on their impact on 

intra-EU art trade.

4.3.1 Export Restrictions

Works of art are one of the very rare exception to free trade on the European Single 

Market. Article 36 EC Treaty of Rome provides a derogation from the free trade 

principle laid down in Articles 9 and 30-34 by allowing member states to adopt or 

maintain prohibitions, restrictions or measures of equivalent effect on the import, 

export, or transit within the EU of national art treasures having artistic, historic or 

archaeological value at their own d i s c r e t i o n . T h e  normative rationale is the 

preservation of national cultural identity, and the internalisation of other non-private 

benefits and externalities derived from national.’ ®̂

Export controls are widespread and very different across member states. Each 

member state can define their own national treasures and then adopt suitable action 

to protect them. Under Article 36 the main instruments at the disposal of member 

states are embargos or prohibitions, export licensing, and pre-emptive rights 

associated with licensing (see Chapter 2, Section 2.5.1). These regulations can be 

applied in very different intensities. Prohibitions may refer to entire classes of items or 

only to a narrow list of specified objects and licensing may range from a screening 

device to a de facto embargo. Pre-emptive rights which give the state, public 

museums, or other domestic institutions the opportunity to purchase the work of art to 

be exported may be applied widely or resthctively. Also the price for the pre-emptive 

purchases may be market based or negotiated i.e., generally below market value.

Article 36 EC states ’’...the provisions of article 30 to 34 shall not preclude prohibitions or restrictions on 
imports, exports or goods in transit justified on grounds of public morality, ... the protection of national treasures 
possessing artistic, historic and archaeological value;... . Such prohibitions or restrictions shall not, however, 
constitute a means of arbitrary discrimination or disguised restriction on trade between Member States.” See Von 
Plehwe (1995) and Biondi (1997) on the legal aspects.
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Export taxes are not permitted on intra-EU trade as they contradict Article 16 in the 

Treaty of Rome concerning the abolition of customs duties, but are currently in place 

on extra- EU exports in Spain (5-30 per cent) and Italy (8-30 per cent).^^^ For extra- 

EU trade an EU export licence must be obtained on top of any licence requirements 

under national laws if a cultural good is to be exported outside the EU (Council 

Regulation No. 3911/92, European Commission (1992)). The regulation serves as a 

minimum standard, as under Article 36, each state retains the right to adopt tighter 

restrictions as they see fit.

The freedom to define its national patrimony independently has resulted in two 

conflicting trends in interpretation: (I) an ‘extensive’ interpretation by countries largely 

in the south which export cultural goods and have a rich and sought after heritage. 

They aim to enforce tight restrictions through broad definitions (e.g. Italy, Spain, or 

France), (ii) a ‘restrictive’ interpretation by importing countries (often in the north) who 

are poorer in national heritage and often where the major art markets are located. 

They advocate loose regulation or restrictions on only a very limited number of items 

(e.g. UK).

Table 4.5 briefly describes the major differences in export regulation systems within 

the EU member states. Belgium, for instance, has one of the least strict regulations. It 

has no pre-emptive rights in place and the government does not have the power to 

embargo. The UK, the largest art market in Europe, also has a lenient system of 

export control as there are strict criteria in place before the free flow of art exports 

can be delayed or blocked, and embargo is only possible via state purchase. In the 

eight-year period from 1990 to 1998, on average the amount of licensed exports out 

of the total of all art exports from the UK was consistently below two percent (Me 

Andrew and O'Hagan, 2001).

In contrast, states such as Italy, Greece, and Portugal enforce very strict export 

regulation with wide and subjective definitions of which works need licensing or can 

be prevented from export. The Italian system is the strictest in the EU. Any piece of

It is debatable whether export control serves these purposes most efficiently and how strong the non-private 
benefits of national cultural patrimony are. (See Chapter 2). For a discussion see Bator (1981), O’Hagan (1998) 
and O ’Hagan and Me Andrew (2000).

The case of EC Commission v. Italy (1968) is detailed in Prott and O ’Keefe in which Italy’s progressive tax on 
art exports of 8-30% was found to be contrary to the principles of the Treaty Of Rome.
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art within Italy can be served with a 'notifica' or listing notice by the Ministero per i 

Beni Culturali which means that it cannot be exported without the permission of the 

state which is never granted, and owners must inform authorities every time they 

wish to move the object within Italy or if they are about to undertake any form of 

restoration or maintenance work. The State however is not obliged at any time to buy 

the work from the owner or offer any form of compensation for the listing procedure. If 

the State feels that it is in the public interest, it may also expropriate or assume 

guardianship of endangered objects of significant interest regarding conservation of 

the national heritage. This stringent system of listing means that listed items remain 

in Italy permanently as there is no internal legal mechanism to change their status 

and therefore owners can only sell them at a reduced price on the internal market or 

resort to illicit export.

The first hypothesis regarding trade impact of export regulation in the EU is 

straightforward;

Hypothesis 1: The more restrictive the export control, the lower the exports will be.
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Table 4.5 Export Regulation in the EU Member States

Member State Embargo Export Licensing Pre-Emptive Rights
Austria National patrimony works Works of artistic. historic Yes- variable

Belgium None

Denmark For certain works (over 100
years and 100 000 Kr) and 
only on offer of state 
purchase

Finland National Patrimony works

France All listed national treasures

Germany Listed paintings only (few)

Greece National Patrimony works

Ireland Certain Historical and
National Patrimony

Italy Any national patrimony
work or work of state 
interest

Luxembourg Listed works

Netherlands Listed goods and only on
offer of state purchase

Portugal Classified works of the
National Patrimony

Spain Works on the General
Register

Sweden National Patrimony works
of outstanding importance

UK If Waverley Criteria'''®
apply and only on offer of 
state purchase

and cultural value other 
than those listed as export 
licence exempt
Paintings belonging to None 
public collections 
Works over 100 years and 
100 000 Kr or by Ministerial 
decision

3 months at market price 
and no absolute refusal

Works over 50 years or 
related to prominent 
persons and history 
National patrimony works 
and listed paintings 
including imports of over 50 
years
Listed goods for each Land 
or those that would 
represent a historic, artistic 
or cultural loss 
All antiquities and works of 
historical interest

Paintings and documents 
over 100 years and by 
Ministerial decision 
All paintings of artistic, 
historic, paleontological, 
archaeological, scientific, 
or ethnographic interest 
including contemporary art 
Works of cultural interest 
over 100 years or if artist 
dead more than 50 years 
Listed works and National 
Patrimony works

All listed and unlisted 
works of cultural heritage 
Historical patrimony works. 
Works on the General 
Inventory or Register 
Works over 100 years and 
50 000 SC and works 
imported before 1840 and 
over 50 000 SC 
Works over strict age and 
value limits (generally over 
50-100 years and over 39 
600)_____________________

Yes- variable

4 months with rights of 
refusal (variable
compensation) and within 3 
years prior to reapplication 
Yes- most Lander but 
others refusal without 
compensation

Yes- but basic state
ownership of all antiquities 
therefore can refuse 
without compensation 
Yes- variable

3 months at negotiated 
price (intra-EU) or 
exporters price (extra -EU) 
but can refuse without 
compensation 
No

1 month at agreed price or 
one fixed by court and no 
absolute refusal 
Yes- variable

2-6 months at price asked 
by exporter and with 1 year 
to pay
Yes and rights of refusal 
without purchase / 
compensation

2-6 months at fair market 
price and no absolute 
refusal

Source: Christies ,1998

140 The W averley criteria and were established in the UK in 1952. See Chapter 3, Section 3.3.1
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4.3.2 Value Added Taxes 

Within the EU, the Seventh VAT Directive, as a rare exception to the general rule, 

applies the origin principle for the valued added taxation of certain second-hand 

goods, including works of art, antiques, and collections. Whereas the destination 

principle leaves trade undistorted, the origin principle places high VAT countries at a 

disadvantage. Other things being equal, they should export less art. To account for 

the fact that art works are generally turned over on secondary markets, the directive 

also outlines special rules concerning the taxation of second-hand goods, objects of 

art and antiquity and collections for intra-EU transactions. It establishes the system of 

taxing the profit margin made by taxable dealers rather than the full price. Another 

important provision introduced by the seventh directive concerns rules on the import 

of works of art from third countries. For such imports, member states can apply VAT 

at the reduced rate of at least 5 per cent (see Chapter 3, Section 3.3.3).

Two different hypotheses can be distinguished on the influence of different VAT

rates. First, for trade within the EU, VAT at the margin of the exporting country is 

relevant. Countries with high VAT at the margin are placed at a disadvantage and 

should export less, as works of art originating in these countries are more expensive. 

They also may import less as they have a competitive disadvantage for trading art. 

Second, for high import VAT countries it might be advantageous to import art from 

third countries through an EU member state with a low import VAT. Thereby, only the 

lower import VAT is due plus the VAT at the margin on the value added, i.e. the 

margin of the dealer in EU member state (his fees plus the cif due). The larger the 

import VAT differential, the stronger the incentive for imports through EU member 

states. This gives us our second hypothesis:

Hypothesis 2: (i) The higher the VAT at the margin, the lower the exports.

(ii) The larger the import VAT differential (VAT of the importing EU

country minus VAT of the exporting EU country), the larger trade

(import via 3rd EU state).

VAT regulations are not uniform for all classes of works of art. Table 4.6 provides an 

overview of the differences between value added taxation on works of art in the EU
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states. Regarding import VAT, states with the lowest rates include Belgium, the UK, 

and France. Finland and Portugal choose not to apply the reduced rate on imports 

and use standard rates for intra and extra-EU sales. The VAT rates on intra-EU sales 

are varied with the highest rates in Denmark and Sweden. Luxembourg and 

Germany are the only two states that applied the minimum of 15 per cent.

Table 4.6 VAT Rates due on Works of Art in the EU

Mennber Import Vat on Vat on Margin for

State Domestic Sales

Paintings Antiques Collages Sculptures Collections All Categories****

Austria 10% 10% 10% 10% 10% 20%

Belgium 6% for 

dealers and 

artist/heirs

6% 6% 6% 6% 21%

Denmark 5%*** 5%*** 5%*** 5%*** 5%*** 25%

Finland 22%* 22% 22% 22% 22% 22%

France 5.5% 5.5% 5.5% 5.5% 5.5% 20.6%

Germany 7% 15% 7% 7% 7% 15%

Greece 8% 8% 8% 8% 8% 18%

Ireland 12.5% 12.5% 12.5% 12.5% 12.5% 21%

Italy 10% 10% 10% 10% 10% 19%

Lux'bourg 6% 15% 6% 6% 15% 15%

Netherlands 6% 17.5% 6% 6% 6% 17.5%

Portugal 17% 17% 17% 17% 17 17%

Spain 7% for 

dealers only

7% 7% 7% 7% 16%

Sweden 12% 25% 12% 12% 12% 25%

UK 2.5%** 2.5%** 2.5%** 2.5%** 2.5%** 17.5%

Sources: Christies, 1998; Hayes, 1999 

Notes:
* Works of art exempt if owned by the artist
** This rate applies to all works art except for those created on or after 1973 or works still owned by 
their creators or heirs (These are charged the full rate of 17.5 per cent)
*** The taxable value of works of art and antiques is reduced on import to 20 per cent and then the 
standard rate of VAT is applied which means in practice an effective rate of 5 per cent applies

Exceptions are made in some states for works sold by their creators/heirs on which the reduced 
rate is applied
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4.3.3 Tax Incentives

States support the arts through two channels: direct subsidisation (discussed in 

Section 4.3.4) and indirect aid via fiscal incentives. Both methods have similar trade 

effects as both direct funds and donations towards domestic art institutions thus 

encourage domestic acquisition and retention of works of art. Although most states 

use both forms of aid, there are marked differences in the preferred level and 

b a l a n c e . T a x  incentives can encourage retention and acquisition of art in two 

ways. Either they encourage donations to domestic museums which can purchase 

more art and retain it, '̂*  ̂ or they make it more financially attractive for individuals to 

hold their wealth in the form of art. A second aim of these incentives is to offer relief 

in return for public access and ownership by domestic art institutions.

EU member states use four main instruments as fiscal incentives to support the arts:

1. Income tax deductions allow donations in cash or kind to domestic art institutions 

to be deducted from taxable income. This incentive reduces the net cost to the donor 

of making a donation and thus provide an incentive to donate more. This incentive is 

limited to domestic institutions and to certain ceilings for natural and legal persons.

2. Exemptions of art objects from wealth tax make art a tax-preferred form of wealth 

holding, which tends increase imports. Works of art may be given outright or partial 

exemptions, or conditional exemptions in return for temporary public loans or 

exhibitions.

3. Acceptance in Lieu allows individuals to discharge a tax debt on asset and estate 

taxes by donating works of art to the state and public institutions. Typically there are 

stipulations attached in terms of acceptability of items and if remaining in situ, public 

loan and exhibition conditions.

4. Exemptions from inheritance taxes: Works of art may also be exempted from 

inheritances taxes due to beneficiaries, again if certain conditions concerning public 

access or exhibition and retention within the state being fulfilled.

These tax incentives either tend to increase private donations to public art institutions 

(income tax deductions or acceptance in lieu) or they make art a privileged form of 

phvate wealth holding (exemptions from wealth or inheritance tax). In both cases the

For discussion on the different perspectives on funding/tax incentives see Schuster (1986) and O ’Hagan 
(1998a).
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incentive to acquire and to retain art is increased i.e., imports should increase. 

Because art is turned over predominantly on secondary markets, a higher stock of art 

may eventually lead also to higher exports. Increased donations to art institutions 

lead to higher acquisitions by these institutions (higher imports) which means they 

will have a greater stock of art. This, in theory, could also lead to higher exports as 

museums turnover their collections. In reality in the EU however, museums rarely if 

ever sell art. For this reason the link to greater exports is weak. For individuals, tax 

incentives increase the share of wealth that is held in the form of art, so that 

increases in wealth lead to higher incremental purchases of art (increased imports). 

Again, a larger possession of art could also lead to higher exports but this effect is 

likely to be seen (if at all) to a much lesser extent. In fact certain tax incentives are 

lost if the object is sold outside the country and previously exempted taxes become 

due acting as a disincentive to export. In both cases, the indirect effect of increasing 

exports will be considerably lower than the primary effect of higher imports, in 

particular because public museums are reluctant to sell art. Hypothesis Three 

therefore is simply:

Hypothesis 3: The stronger the tax incentives, the higher the imports.

Most States have some form of tax incentives in place, although their degree differs 

substantially across countries. Table 4.7 displays the extent of these tax incentives in 

the EU member states. Every state except Sweden (that provides no tax incentives 

for art) has some form of income tax deduction for donations to art institutions. The 

spectrum ranges from very generous deductions in states such as the UK to very 

poor exemptions in Finland and Ireland where only companies can apply for income 

tax exemption.

For the states that have wealth taxes, most exempt the works of living artists or those 

of particular interest to the state. Exceptions to this are Greece and Sweden that do 

not allow any exemption from wealth taxes for holding works of art of any age or 

form.

Encouraging museum ownership ceterus paribus is analogous to discouraging exports especially in European 
institutions that rarely sell any works that become part of their collections (O’Hagan 1998b).
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France, the UK, and Italy offer full exemptions from inheritance tax for goods 

approved or recognised by the state. Several other states offer partial or full 

exemptions often with conditions attached, whilst Denmark, Finland, Greece and 

Sweden do not exempt works of art from inheritance taxes.

Finally acceptance of art works in lieu of taxes is only effectively in use in seven of 

the fifteen member states. In those states with the exemption, there are also often 

several criteria or conditions attached before an art work will be accepted in lieu. For 

example in the UK to be considered for acceptance the art work must be both 

museum-worthy and pre-eminent in its own right or as an addition to a collection.

See Chapter Three, Section 3.3.2
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Table 4.7 Tax Incentives for Art in the EU

Income Tax* Deductions Exemption 
Wealth Tax

from Exemption 
Inheritance Tax

from Acceptance 
in Lieu

Austria

Belgium

Denmark

Finland

France

Germany

Greece

Ireland

Italy

a. and b. Unlimited deductions for donations to 
cultural institutions and events

■ For donations worth over 1000BF
a. up to 19% of income
b, 5% of firm income or up to 20 million BEF (0.4
million Euro)
Yes for certain cultural institutions (both a. and No wealth tax 
b.)
None
For gifts of cash over 5000 FIM (850 Euro) and 
up to 150 000 FIM (25500 Euro)
a. Up to 40% of value of donation ( and not to Yes-full exemption
exceed 1.25-5% of taxable income)
b. Up to 2.25-3.25 per 1000 of turnover volume

Full exemptions for works of Austrian artists- 
living or dead less than15 years or for other 
works up to a value of 300 000 ATS (21000 
Euro). Works used for education / research 
taxed at 20% of real value 
No wealth tax

No exemptions unless works are considered 
as ordinary household objects e.g. Furniture

a. Up to 10% of income
b. 2/1000 of annual income

Exemptions for cash donations to non-profit 
institutions of up to 6.7% of income. 20% tax rate 
applied to donations>100 000 GDR p.a. (or 300 
Euro)
No exemptions No wealth tax
Exemptions for donations to art museums as 
charities up to the lesser of £50 000 (63 500 
Euro) or 10% of company profits
Up to 22% of donation of goods covered under No wealth tax 
the 1939 Act144
Deductions for entire donations of cash

Full exemptions for works of living artist/ <20 
000 DM/ or if used for free public exhibition for 
5 years 
No deduction

Full exemptions for objects of art / No 
historic value if used for educative or 
scientific purposes

Reduced rates for works of art (no full Yes, but not used 
exemptions)

No

No

No

No

Full exemption for works of scientific. Yes for 
artistic or cultural nature receiving state important for 
approval history

approved)
Up to amounts of 40 OOODM for direct Yes 
heirs or 10 000 DM otherwise

No exemptions (except for special Yes 
institutions)

Exemptions for approved heritage items Yes 
worth greater than or equal to£75 000 (95 
250 Euro) and not to exceed £0.75 
million (0.95 million Euro) pa
Exemptions for goods covered under Yes, but not used 
1939 law

works 
art or 
(state

The Italian 1939 Law concerning protection of cultural property covers broad categories of works and as such this exemption excludes contemporary art i.e., that of living artists 
or works less than 50 years old.
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Lux'bg a. And b. Up to 10% net revenue to max of 10 
million LUF (0.2 million Euro) and only for. gifts of 
over 5000 LUF (100 Euro)

Full exemptions for works of live national 
artists or dead <15 years and partial 
exemptions for items of national interest (20- 
40% of their value)

Full or partial exemptions depending on 
the donee institution

No

Nedlds Deductions for donations over 120 NLG (54 
Euro) or (1% of income) up to 10% of income 
For donations exceeding 500 NLG (225 Euro) 
and up to 6% of revenue

Full exemptions for works of art/scientific 
interest

Partial or full exemption (case by case 
decision)

No

Portugal Up to 25% of income 
Up to 20-30% of revenue

No wealth tax Full or partial exemptions Yes

Spain Up to 20% of value of donation 
Up tolO-30% of revenue

Yes for certain works of historic patrimony 
(case by case decision)

Partial or entire exemption (case by case 
decision)

Yes if on General 
Register or if declared 
of cultural interest on 
the General Inventory

Sweden No No exemptions No No
UK a. and b. Full exemption for the value of entire 

donations under Deed of Covenant^"'®
No wealth tax Full exemptions for Items of national 

artistic historic or scientific interest given 
certain conditions upheld'"*®

Yes for goods of 
national, historic, 
artistic, scientific 
interest

Sources: Christies, 1998, IVIinlstries of Culture and Finance in individual member states. Note * a. is natural person/ individual income and b. is legal person/ firm

Deed of Covenant is a tax incentive peculiar to the UK introduced as a form of income shifting. It involves contracting to pay a fixed sum to a cultural institution or charitable 
institution for a period of 3-4 years. The income is then treated as the income of the tax exempt recipient and not the transferor.
' “'^These conditions are covered in the British Conditional Exemption Scheme. The scheme provides for exemptions from inheritance and other taxes provided certain criteria are 
met such as: the work must be pre-eminent, museum worthy, and if maintained privately it must reside permanently in the UK, have reasonable public access and be preserved 
and maintained to certain standards (see Polonsky and Canat, 1996).
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4.3.4 State Subsidies 

Governments influence trade in art not only through trade restrictions and 

indirectly through incentives which they provide to their residents to acquire 

and maintain objects of art, but also through their subsidies to art museums. 

Art museums are major players in the international art market and the more 

funding they receive, the more purchases they can make and the more likely 

they are to import works of art. It is still an unresolved issue to what extent 

public funding crowds out private donations (see Johnson and Barry, 1998), 

but we can expect possible crowding out to be less than perfect. Ultimately, 

the impact of government subsidies on art trade patterns is an empirical issue, 

which to date remains unresolved.

Increased public funding could in principle lead not only to higher imports, but 

also to higher exports of art, as museums would have larger inventories from 

which they could sell more on the international art market. It has been argued, 

however, that public museums officials are very reluctant to sell art, because 

they want to make themselves immune against external criticism by 

preventing monetary/commercial evaluations. Those evaluations would 

become possible if they purchased and sold their art regularly (see Frey, 1994 

and Pommerehne and Feld, 1997). Reluctance to resell art would in particular 

avoid possible mistakes of selling art objects at a too low price. Moreover, for 

many European public museums it is legally not possible, or restricted by 

donor-imposed conditions, to sell art objects at all (O’Hagan 1998b).^'^^

The fourth hypothesis will therefore be:

Hypothesis 4: The higher the public support of art museums, the larger the 

import of art objects will be.

Table 4.8 provides an overview of the differing amounts of subsidies to 

museums paid by the member states. The subsidy figures in the table 

represent the total government subsidisation of museums in each member

This is increasingly less true for American museums, see O’Hagan (1998b). It is also less true for 
private museums which often are also publicly supported.
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state. It would have been preferable to use subsidies to art museums only 

however this data is not available on a consistent basis. Total subsidies may 

serve as a proxy to illustrate the relative differences in direct aid between 

member states. The table also shows GDP of each member state in 1998 and 

subsidies per GDP. The figures show that, although there is a generally 

positive relationship between subsidies paid and GDP, subsidies per GDP 

differ widely. Denmark and Germany pay the most subsidies per GDP, with 

Germany also pays by far the highest amount of subsidies. The figures In the 

table must be interpreted with some caution however. There is no single 

source of data that supplies information on subsidies to museums, therefore 

the figures provided are based on estimates from member states and the best 

available secondary sources detailed in Appendix B, Section B.1. Figures 

were also not available consistently for 1998 therefore have been inflated and 

deflated as required for comparability. The lack of consistent sources and 

figures is problematic as it may introduce some variability in what the figures 

for each state are actually reporting. It is however unavoidable. The problems 

of developing comparable European cultural statistics and some of the 

initiatives being put into place to deal with it are discussed in Allin (2000).

Table 4.8 Direct Subsidies to Museums (Million Euro) and GDP (Billion Euro)

1998.

State Subsidies State GDP State Sub/GDP (%)
Austria 149.8 Austria 190.82 Austria 0.078
Belgium 6.80 Belgium 226.06 Belgium 0.003
Denmark 101.80 Denmark 156.94 Denmark 0.065
Finland 13.99 Finland 116.82 Finland 0.012
France 428.08 France 1307.38 France 0.033
Germany 1243.72 Germany 1943.09 Germany 0.064
Greece 26.2 Greece 109.69 Greece 0.024
Ireland 11.25 Ireland 77.97 Ireland 0.014
Italy 255.62 Italy 1075.99 Italy 0.024
Luxembourg 4.98 Luxembourg 16.53 Luxembourg 0.030
Netherlands 191.60 Netherlands 353.54 Netherlands 0.054
Portugal 26.51 Portugal 100.20 Portugal 0.026
Spain 258.79 Spain 529.46 Spain 0.049
Sweden 89.56 Sweden 214.85 Sweden 0.042
UK 328.75 UK 1274.31 UK 0.026
Sources: See Appendix B, Section B.1; OECD 2001
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4.3.5 Droit de Suite

The Droit de Suite, or resale royalty right, entitles artists and their heirs to a 

percentage of the resale price of their works after the original sale whenever 

they are resold by commercial dealers or auctioneers. The rationale for Droit 

de Suite and current debates were presented in Chapter Three (Section 

3.3.4).

The main arguments against the introduction of the current Directive 2000 EC 

on Resale Rights, are that such royalties only lower the initial sales price by 

their expected present value, reduce artistic production (particularly that of 

unsuccessful artists), and as with any turnover tax, discourage transactions. 

These losses can be avoided by moving the sale to a country without Droit de 

Suite. The Droit de Suite has only local coverage and applies to all EU artists 

alike, i.e. whenever a work by an EU artist is sold in a country with resale 

royalty rights, the royalties are due regardless of the legislation of the artist’s 

home country. Resale royalties function like a tax which art traders must pay 

to the artist therefore lowering net proceeds to the seller while increasing the 

buyers price. As such, trade will be diverted away from countries with Droit de 

Suite effectively enforced. Prior to complete harmonisation of royalties, it is 

argued that differences in Droit de Suite place art markets in Belgium, France, 

Germany, and the Nordic countries at a disadvantage. Prior to the introduction 

of the EU Directive on Resale Royalties in 2001, eleven EU countries had 

Droit de Suite legislation, those without were the UK, Ireland, Austria and the 

Netherlands, whilst Italy has had the legislation in place for over 50 years but 

no royalties have ever been collected. Portugal, Spain, and Greece collect 

resale royalties only on an irregular basis. The final hypothesis therefore is:

Hypothesis 5: Countries with Droit de Suite effectively enforced will ceteris 

paribus export less.

Table 3.10 (Chapter Three) gives a summary of the state of Droit de Suite in 

the EU prior to the enforcement of this Directive. Table 4.9 below reproduces 

some of the key elements. (Appendix C gives a comprehensive overview of 

Droit de Suite in 5 sample member states and California).
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Table 4.9: Droit de Suite within the EU

State Rate Collection Type of 

Transactions

Austria none - -

Belgium 2-6% Yes Auction sales only

Denmark 5% Yes Auction and Dealer sales

Finland 5% Yes Auction and Dealer sales

France 3% Yes Auction sales only

Germany 5% Yes Auction and Dealer sales

Greece 5% No/Irregular Auction and Dealer sales

Ireland none - -

Italy 1-10% No Not collected in practice

Lux'bourg 3% No Not collected in practice

Neth'lands none “ -

Portugal 6% No/Irregular Auction and Dealer sales

Spain 3% No/Irregular Auction and Dealer sales

Sweden 5% Yes Auction and Dealer sales

UK none - -

Sources: Christies, 1998 ; IVIarket Tracking International, 2000

The possible trade distortion in the internal market caused by different rates of 

the resale royalties and different enforcement practices led to the introduction 

of the new Directive 2000 EC on the Resale Right for the Benefit of the Author 

of an Original Work of Art which was put into place in 2001. The Directive 

concerns not only the introduction of the royalty in the states without it, but 

also the task of bringing uniformity in rates and transactions to be covered by 

resale royalty rights. (The main provisions of the Directive are summarised in 

the Appendix C). Of course, EU harmonisation of resale royalties might not 

eliminate trade distortions, but only lead to different trade diversions -  

paintings would be traded in Zurich and New York instead of London. The 

extent of this diversion remains a contentious issue as full royalties, including 

those for artist’s heirs, will not be in place in the UK until 2010.
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4.4 The Extended Gravity Model

4.4.1 The G ravity Model 

To measure the effect of government policies on the intra-EU trade pattern, 

the gravity model introduced in Chapter One is used again to focus on 

bilateral trade flows between m em ber states. As seen in C hapter One 

(Section 1.5.1), in its sim plest version, the gravity model links bilateral gross 

trade flows to the size of the countries as measured by GDP and the d istance 

between countries. The idea is that demand for and supply of traded goods 

depend positively on the size of the countries involved, but are negatively 

affected by transaction costs, which are linked to the distance between the 

trading partners. Especially in the context of the art market, distance will not 

only reflect mere transportation costs, but also information costs and possibly 

cultural proximity.

The standard gravity model adopted is based on a functional form  of the kind

In(TRADEij) = Constant + p i In(GDPi) + p2 In(GDPj) + 

Pa ln(DISTANCEij)+ P4 CONTIGUITYij + REMOTEij + Skpk RESTRICTIONS

where 'REMOTE' is a remoteness indicator, ‘CONTIGUITY' is a dum m y 

variable included to indicate countries sharing a common border as the 

distance between capital cities (DISTANCE) may not adequately reflect the 

relevant costs and preferences associated with distance.'"® This is standard 

practice in gravity models. As an innovation to the standard model, a num ber 

of variables are included representing the various government policies which 

interfere with art trade discussed in Section 4.3. The variable 

RESTRICTIONS is a set of dummies and values (for subsidies and tax rates) 

with subscripts i,j as country indices for the exporting and importing country. 

Again, the natural logarithm of the bilateral trade flows is estim ated as a linear 

function of the logarithms of the explanatory variables and of the values or

This regression did not include a dummy for common language although this has been shown to be 
highly significant in Chapter One simply because in the case for EU countries that share a common 
language also share a common border- multicollinearity problems are unavoidable.
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dummies reflecting the various government interventions in the European art 

market.

4.4.2 Data Description 

This study uses data for 182 bilateral trade flows for works of art amongst the 

EU member s t a t e s . I n  this chapter, the dependent variable used is exports 

as most of the policy variables relate to member states art exports. We 

analyse five sub-categories of works of art based on Eurostat CN codes 

namely: paintings, sculptures, antiques over 100 years, engravings, and 

collections. These are identical to the SITC classifications used in Chapter 

One but use the Eurostat rather than OECD data base. Again the same 

inherent problems exist in this art trade data as that of the OECD data in 

Chapter One, particularly given the position of London as a major centre for 

entrepot trade in the EU. Eurostat use similar collection procedures to the 

OECD, and hence the same inconsistencies in recording and reporting trade 

between this smaller subset of countries are inevitable. Again, this stands as 

an indicator to exercise a degree of caution in the interpretation of results of 

the analysis rather than to avoid carrying it out.

The data is averaged over the period of 1995-1997 to reduce the possible 

effects of temporary distortions or unusually large transactions. The period 

covered was chosen in order to include the new members Austria, Finland 

and Sweden and includes the latest available figures at the time of writing. 

Data sources for GDP are taken from World Development Indicators 

published by the World Bank and again averaged over the 3 year period to 

remove distortions and possible effects of the business cycle. Distances are 

great circle distances between capital cities measured in kilometres.

As an innovation to the standard gravity approach a number of variables are 

included representing government policies which interfere with trade in art as 

previously discussed. Including these variables allows assessment of their 

impact on EU art trade flows. Export restrictions are included as a categorical

Belgium and Luxembourg have a joint statistic, therefore there are 13 x 14 = 182 trade flows 
(including zero trade).
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variable ranging from the nnost lenient systems with de facto no embargo 

without state purchase to the most restrictive. The three tax incentives 

discussed are also represented by a categorical variable which range from no 

exemption to full exemptions or generous deductions allowed.'®® Droit de Suite 

is included as dummy variable based on the practice of collection of the 

royalty rather than merely the legal stipulation.'®' VAT rates, both due on the 

margin and upon import are given in percentage points. Public subsidies to 

museums are included. They serve as a proxy for subsidies for the acquisition 

of works of art as more precise data was not available on a consistent basis. 

(Full details of data sources and construction of dummies are given in the 

Appendix B, Section B.4).

As seen in Chapter One, small trade flows below unity create problems in 

log-linear equations such as the one used here. This is obvious for zero trade, 

but also non-zero trade flows below unity are problematic as very small 

changes in trade will have very substantial impact on estimated coefficients. 

To avoid this problem, one is added to each flow which seems acceptable 

given the average volume of trade (e.g., the median trade for paintings is 

584). Since subsidies are highly collinear with GDP of the respective country 

for obvious reasons (partial correlation amounts to .91) subsidy per GDP are 

used instead. Again, whilst recognising that care must be exercised in 

analysing the results of the analysis due to the inherent inconsistencies in art 

trade data, the gravity model, as it has in previous empirical studies, yields 

interesting and informative results.

There is an inherent problem with categorical variables as they assume that categories associated 
with 1 have the same differential impact on the endogenous variable compared to category 0 as 
category 2 has compared to category 1. It would have been preferable to use a set of dummies instead, 
but the small ED data set did not permit that.

The actual percentage that accrues to the artist, and and average rate were also used and the 
results are reported in the Appendix Section B4 for each category
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4.5 Results

Eurostat distinguished between five categories of works of art, namely: (1) 

paintings, drawings and pastels, (2) sculptures and statuary, (3) original 

engravings, prints and lithographs, (4) antiques over 100 years old, (5) 

collections and collectors’ pieces of zoological, botanical, mineralogical, 

anatomical historical, archaeological, paleontological, ethnographic or 

numismatic interest. Paintings are by far the largest subcategory and have the 

lowest share of zero bilateral trade (see Table 4.11). The estimation results 

are presented in Table 4.10.

Table 4.10 Gravity Model for Paintings

a. Basic Model

intradel Coef. Std. Err. t P>ltl
conting 1.77 0.13 4.14 0.00
lang 0.95 0.65 1.47 0.14
Indist -0.03 0.05 -0.71 0.48
Ingdpx 1.59 0.13 12.46 0.00
Ingdpm 1.07 0.13 8.08 0.00
remote -0.02 0.03 -0.64 0.52
cons -21.30 14.61 -1.46 0.15
182 observations, R-squared =0.63, F (46175)= 99.91, Mean vif =1.16 (individual vif 

all < 10.00) RESET:F(3,172)=2.22 

b. Extended M odel

Intrade Coef Std. error t P>(t)
conting 2.00 0.46 4.38 0.00
Lang 0.79 0.64 1.25 0.21

Indist -0.06 0.05 -1.21 0.23
Lngdpx 1.91 0.21 9.20 0.00
Lngdpm 0.83 0.17 4.95 0.00
remexcl -0.01 0.06 -0.22 0.83
Exrest 0.18 0.18 1.01 0.32
Vatmarg 0.25 0.09 2.76 0.01
Ingdppcx -1.38 1.06 -1.30 0.20
Lngdppcm 0.54 0.75 0.73 0.47
Taxm 0.48 0.16 3.10 0.00
Subsm 0.35 0.36 0.97 0.33
Subsx 1.16 0.46 2.52 0.01
Ivatdiff 0.03 0.03 1.08 0.28
Ddsdumx -1.06 0.37 -2.90 0.00
cons -22.30 24.70 -0.90 0.37
182 observations, R-squared =0.70, F (15,166)= 44.31, Mean vif =2.98 , RESET: 

F(3,163)=8.56
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c. Extended Model with London dummy

Intrade coef Std. error t P>(t)
conting 2.25 0.44 5.14 0.00

Lang 0.46 0.73 0.63 0.53
Indist -0.10 0.05 -2.00 0.05
Lngdpx 1.56 0.23 6.75 0.00
Lngdpm 0.79 0.16 5.03 0.00
remexcl -0.03 0.06 -0.51 0.61
Exrest -0.15 0.21 -0.72 0.47
Vatmarg 0.19 0.08 2.31 0.02
Ingdppcx -1.02 1.01 -1.00 0.32
Lngdppcm 0.37 0.73 0.50 0.61
Taxm 0.39 0.15 2.62 0.01
Subsm 0.65 0.37 1.77 0.08
Subsx 1.40 0.42 3.31 0.00
Ivatdiff 0.05 0.03 1.98 0.05
Ddsdumx -0.57 0.38 -1.48 0.14
london 1.65 0.55 3.03 0.00
cons -26.70 24.53 -1.09 0.28
182 observations, R-squared =0.72, F (16,165)= 48.73 Mean vif =3.06 , RESET: 

F(3,162)=6.85

c. Refined Extended Model

Intradel Coef. Std. Err. t P>ltl
Conting 2.4 0.40 5.90 0.00
Lndist -0.07 0.05 -1.53 0.13
Lngdpx 1.51 0.16 9.35 0.00
Lngdpm 0.82 0.13 6.07 0.00
Vatmarg 0.15 0.06 2.38 0.02
ivatdiff 0.04 0.02 1.65 0.10
Taxm 0.32 0.12 2.75 0.01
Subsm 0.67 0.38 1.77 0.08
Subsx 1.07 0.34 3.11 0.00
Ddsdumx -0.88 0.34 -2.62 0.01
London 1.51 0.45 3.34 0.00
constant -14.14 1.99 -7.12 0.00
182 observations, R-squared =0.64, F (11,170)= 64.62, Mean vif =1.64 , RESET; 

F(3,167)=6.94
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d. Probit regression

dichotom Coef. Std. Err. z P>z
conting 1.39 0.81 1.72 0.09
Lndist -0.13 0.08 -1.57 0.12
Ingdpm 0.41 0.21 1.98 0.05
Ingdpx 0.87 0.21 4.15 0.00
Ingdppcx 0.36 0.89 0.41 0.68
Ingdppcm -0.08 0.92 -0.08 0.93
Taxm 0.25 0.20 1.30 0.19
ex rest -0.27 0.23 -1.15 0.25
Subm 1.03 0.48 2.13 0.03
Tsubx 0.68 0.57 1.20 0.23
ivatdiff 0.06 0.03 2.31 0.02
ddsdumx -0.17 0.50 -0.35 0.73
remexcl -0.06 0.06 -1.01 0.31
cons -35.97 26.49 -1.36 0.17
Pseudo R- squared=0.47

The standard gravity model (ia) is already able to explain a large portion of the 

variation in bilateral trade as is common for theses models. GDP enters 

significantly at the one per cent level, and with the expected positive sign. 

Trade in art in the EU is predominantly between richer nations. Distance is 

negative but not significant which is to be expected in the small trading area of 

the EU with well developed transportation and information infrastructures. 

(The variable “tradebloc” is omitted for obvious reasons). Much of the distance 

effect may be captured in the contiguity variable which as expected has a 

large, positive and is significant at the one per cent level. Remoteness is 

insignificant which again is unsurprising in the EU context. Language is 

positive and significant at the 10 per cent level. The drop in significance of this 

variable from Chapter Ones results could indicate that a common language 

may not matter as much as a means of exchanging information in a well 

integrated economic and cultural area such as the EU, in which for most 

English is a first or second language.

The extended model (i.b) incorporates additional variables to test the 

hypotheses developed in Section 4.3. The results for the distance-related 

variables mirror the basic model- distance and remoteness are insignificant
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and contingency has a large positive coefficient. Countries with a common 

border trade twice as much in paintings as those without. Language is again 

positive but loses significance. The GDP variables are again positive and 

significant. In this model, as in Chapter One, the GDP per capita variables but 

turn out to be insignificant at the 10 per cent level. This result could be due in 

part to collinearity. The same regression with these variables omitted are 

reported in Appendix B.4 (I.e.) and leave other coefficients basically 

unchanged.

Export restrictions are not a significant variable in the regressions. This result 

runs contrary to our first hypothesis but is to be expected given the realities of 

the EU art trade. Export licensing restrictions in nearly all states, generally 

refer to national patrimony works which are traded only on a very minor scale 

if at all.'“  The bulk of patrimony works reside permanently in national 

museums or are moved between states on the basis of temporary or 

permanent loan agreements between museums which will not be include in 

trade flows. In other words, a country's freedom to interfere with free trade in 

art has not led to a systematic distortion of overall trade in paintings.

VAT at the margin is significant, but has the wrong sign according to 

hypothesis 2 i.e., instead of a higher VAT at the margin discouraging exports, 

these results indicate that it encourages trade. This counterintuitive result may 

be due to a high positive correlation with GDP per capita (0.55) and may pick 

up some of its influence. However it is still positive in regressions where the 

per capita variables are omitted. Another explanation may be that VAT at the 

margin is negatively correlated with the exporting countries’ GDP (-0.47) 

which might explain why the impact of the exporter’s GDP exceeds that of the 

importer’s in the regression equation.'®® The import VAT differential has the 

correct positive sign but is insignificant. It appears that a large import VAT 

differential does not significantly encourage trade and therefore hypothesis

For example in the UK, from 1990-1998 the average percentage of unlicensed exports in total 
exports of works of art is 98.6%, meaning that nearly all traded works do not even need to enter the 
licensing application system (see Me Andrew and O'Hagan, 2000).

This explanation is supported by the finding in Schulze (2001) for a larger set of countries that the 
two coefficients are of approximately equal value.
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two is not supported. To test the robustness of this result, import VAT was 

respecified and included in the regressions as simply the given rate in percent 

of import VAT of the importing country. This variable was still insignificant. It 

may be that most trade into the EL) is almost exclusively via London which 

has had by far the lowest VAT rates so that differences between member 

states are unimportant.

Tax incentives tend to increase imports in the extended model. This is again 

in line with our hypothesis 3 and is not surprising as tax incentives make art a 

tax preferred form of wealth holding, and thus a country with strong tax 

incentives should import more paintings. Tax incentives for the exporter were 

included in the regressions but were not significant (and did not change any of 

the other variables when omitted). As museums rarely sell or export art, the 

link to increased exports was not evident as expected.

Subsidies, on the other hand, increase exports but are not as significant in 

relation to imports. This result is only partially in line with our hypothesis 4 

four which stated that higher subsidies allow museums and other institutions 

to import more art. A possible inference is that countries with a higher stock of 

art will also export more as art is predominantly turned over on secondary 

markets. But because museums in the EU tend, and are often legally obliged 

to retain art objects that they have purchased, one would have expected the 

export effect to be weak . The anomaly could be due to the variability in 

reporting on subsidies and what these actually refer to between member 

states. The data used indicates total government subsidation of museums in 

each member state as direct aid to exclusively art museums is not available 

on a consistent basis for the EU. There is also no way of disaggregating what 

the subsidy is used for each museum. For example some aid is used for daily 

running expenses, restoration, insurance, purchases etc. To test hypothesis 

four with precision, the subsidy variable should include only parts of subsidies 

paid to art museums spent on imports of paintings, however this information is
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not available consistently nationally for EU states, problem compounded in 

trying to establish a comparative inter-state base.

Finally, the Droit de Suite dummy is negative and significant at the one 

percent level. It turns out that an effectively enforced droit de suite reduces 

exports significantly-indicating that trade in paintings is actually driven away 

from countries that try to give artists a cut in every subsequent sale. The droit 

de suite variable was specified in different formats to test the robustness of 

this result and the results are reported in Appendix B.4 ( If and 1g for 

paintings). Regressions were run using the actual percentage of droit de suite 

in each state and also using a EU average. In both cases the coefficient 

remains negative but loses significance in the former instance (at the 25 per 

cent level only) indicating that it is the presence of the royalty, and whether or 

not it is collected rather than the actual percentage of resale value assigned 

that affects trade.

A London dummy was included to account for the dominating EU art market 

in order to see whether there are any reasons for this dominating position in 

addition to the regulatory advantages that the UK may enjoy and which are 

captured by the other exogenous variables. It turned out that this London 

dummy is highly significant and leaves many other results basically unaffected 

when added to the regression. The import VAT variable and importer 

subsidies now gain in significance which could indicate that their influence 

may be an artefact of London’s dominating position with which they might 

have been correlated. This could be true for subsidies with a partial correlation 

of 0.28. The problem with art data of this kind is that there are very few data 

points and as such changes in the selection of explanatory variables or data 

included may result in substantial changes of the results.

Table 4.10 (o.k.) shows a refined version of the model. The three least 

significant variables are dropped from the extended model (i.b), to test if the

Various specifications of the tax incentives variable were also tried. For example including 
a set of dummies for each incentive. However small data set and loss of degrees of freedom
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results alter to any significant extent. Again, the variables are left basically 

unaffected except that the VAT differential and importer subsidies now display 

their expected and significant coefficients according to the hypotheses. 

Multicollinearity is not evident in the regression according to both correlation 

matrices and variable inflation factors for the individual independent variables 

and their means. RESET tests do indicate the possibility of omitted variables 

however this was true even before the variables were dropped with the 

extended model (1b). It could be that whilst the gravity model works well for 

paintings, there are still some features influencing art trade that the model fails 

to capture.

As can be seen from Table 4.11, there is a problem inherent in empirical 

analyses of this kind. When looking at bilateral trade flows in a narrowly 

defined class of items, a non-negligible share of possible bilateral trade flows 

is zero. It could be that the decision not to trade at all is governed by different 

influences than the decision on how much to trade and hence there would be 

a sample selection bias. To account for this, a dichotomous variable 

(dichotom) is constructed which is one if countries trade at all and zero 

otherwise.

Table 4.11. Relative Magnitudes of Bilateral Trade in Works of Art between 
EU member countries*
Category Mean Annual 

(In 1000 Euro)
Trade No. Of Zero Bilateral Trade 

Flows (Out Of 182)
Paintings 583.94 43

Antiques 411.86 62

Sculptures 102.53 79

Engravings 56.55 76

Collections 38.05 78

* Belgium and Luxembourg have a joint trade statistic and are treated as one country.

The results of the probit analysis with robust standard errors are reported in 

part (ii) of Table 4.1. It turns out the results of the probit are supportive of the 

previous analysis for most of the variables. An important difference is that

made these nneasures problematic. The inclusion of the incentives as combined categorical
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droit de suite loses significance. This Implies that the existence of the royalty 

may affect how much countries trade with each other but not whether or not 

they will trade at all. In other words these variables do not influence the 

likelihood of bilateral trade, but only the volume. Importer subsides gain in 

significance as does the import VAT differential. The London dummy is 

excluded from the discrete choice model as the UK exports in every EU 

country and imports from all but two countries.

The Full Results for the other categories of works of art are given in Appendix 

B, Section B.4 and are summarised below in Table 4.12.

Table 4.12 Gravity Model for Other Works of Art: OLS regression with Robust

(Heteroskedasticity Consistent) Standard Errors

Lntradel sculptures engravings collections antiques paintings

conting 1.34(3.03) 1.61(4.96) 1.34(3.03) 1.35(3.53) 2.00 (4.38)

Lang 0.80(1.19) -0.03(-0.06) 0.80(1.19) 1.83(3.35) 0.79(1.25)
Indist -0.02(-0.42) 0.01(-0.19) -0.02(-0.42) -0.02(-0.38) -0.06(-1.21)
Lngdpx 0.76(4.02) 1.63(9.29) 0.76(4.02) 1.75(8.43) 1.91(9.20)
Lngdpm 0.78(5.32) 0.79(6.20) 0.78(5.32) 0.89(5.67) 0.83(4.95)
remexcl -0.09(-1.98) -0.08(-1.92) -0.09(-1.98) -0.10(-2.00) -0.01 (-0.22)
Ex rest -0.01 (-0.08) -0.08(-0.59) -0.01^0.08) -0.94(-5.55) 0.18(1.01)
Vatmarg 0.12(1.51) 0.28(3.99) 0.12(1.51) 0.41(4.75) 0.25(2.76)
Ingdppcx -0.63(-0.76) 2.07(-2.62) -0.63(-0.76) -1.64(-1.71) -1.38(-1.30)
Lngdppcm -1.26(-2.16) 0.34(-0.56) -1.26(-2.16) -0.13(-0.19) 0.54(0.73)
Taxm 0.03(0.22) 0.04(0.32) 0.03(0.22) 0.21(1.31) 0.48(3.10)
Subsm 0.39(1.42) 0.55(1.94) 0.39(1.42) 0.38(-1.14) 0.35(0.97)
Subsx 0.45(1.23) -0.15(-0.39) 0.45(1.23) 0.85(1.96) 1.16(2.52)
Ivatdiff 0.04(2.04) 0.04(1.89) 0.04(2.04) 0.01(0.30) 0.03(1.08)
Ddsdumx -0.18(-0.55) -0.16(-0.60) -0.18(-0.55) -0.68(-0.03) -1.06(-2.90)
cons 44.03(-2.37) -48.33(-2.67) -44.03(-

2.37)
-60.52(-3.00) -22.30(0.37)

* coefficient and (t-statistic)

Results for sculptures are largely in line with from paintings for the basic 

gravity variables but do show differences in the added policy variables. 

(There are again problems of multicollinearity associated with the per capita

variable also makes more ‘economic sense’ in this context.
They comprise collections of zoological, botanical, mineralogical, anatomical historical, 

archaeological, paleontological, ethnographic or numismatic interest.
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terms and when these are dropped the remoteness falls in line with paintings). 

Importer subsidies and the import VAT differential are now significant and 

correct according to the hypotheses. Subsides encourage trade (as do tax 

incentives when the per capita variables are dropped) and as before, export 

restrictions are insignificant. An interesting result that is robust in various 

specifications of the regression is that droit de suite does not significantly 

affect trade in sculptures, although these items are liable to the royalty in the 

legislation of different member states. Again the London dummy is significant 

but does not change results for the other variables in any significant way. 

Differences arise in the probit analysis where the only policy variable to affect 

the decision in whether to trade sculptures is the import VAT differential.

The results for engravings show that, unlike paintings tax incentives are not 

significant in encouraging trade but importer subsidies are. The import VAT 

differential is significant but again, in line with sculptures droit de suite is 

insignificant. This is true also for collections, which is in accordance to 

expectations, as royalties would not generally apply. Importer subsidies and 

the import VAT differential are significant and positive for collections.

Antiques, the second largest category included in the analysis, include a large 

range of objects, many of which are items of furniture and other goods that 

may not be considered as objects of ‘fine art’. It would be expected therefore 

that the results might reflect this difference to some degree. It turns out that 

although the results for antiques have some similarities to those of paintings 

important differences also emerge. An interesting difference with antiques 

versus all of the other art forms is that export restrictions become a significant 

factor in deterring trade. In section 4.3.1, it was noted that export restrictions 

in most member states only apply to a narrow range of items and typically 

there are value and age criteria attached to export licensing requirements. 

The fact that all items in this category are 100 years or over therefore 

increases the likelihood of them being export restricted. Language is also 

significant unlike the other categories, indicating that the information costs
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associated with the antiques trade may be greater and so trade is more easily 

facilitated through a common language. Again, droit de suite is insignificant 

but this is plausible as many antiques would not be classified as fine art 

objects in the member states legislation.

4. 6 Conclusion and Outlook

The long-lasting controversy between the free trade postulate on the one 

hand and the principle of cultural autonomy of sovereign states on the other 

hand has been decided in the European Union largely in favour of the latter. 

Member states are allowed to restrict exports of fine art to protect their 

heritage, and to provide subsidies and tax incentives for domestic art 

institutions. They moreover set VAT rates, which apply also to works of art, 

however, mostly at the reduced rate and according to the origin principle. All 

these policies potentially distort trade in fine art both within the Union and with 

third countries. Only recently the Union has moved to harmonise a fourth 

important instrument that had been at the discretion of member states, namely 

the resale royalty rights or Droit de Suite.

In this chapter, the various forms of government intervention in the EU art 

market have been analysed along with their impact on trade flows. The EU art 

trade data, like that of international trade, is subject to number of 

inconsistencies in collection and reporting. These are magnified to some 

extent by the inevitable imprecision involved in the construction of step 

dummies and the like to represent the policy stance of EU governments and 

other proxies. These unavoidable data problems mean that a necessary 

degree of caution must be accounted for especially in the regressions for 

works of art other than paintings where trade flows are often low or nil. Some 

interesting results, however, still emerge from the analysis.

The art market as a whole is heavily regulated when compared to the US, 

however within it, there are a variety of systems in place. The EU was 

designed with the guiding principles of free trade within the Single Market of
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all goods including works of art and other cultural assets. The only remaining 

exception to this principle is the allowance made for governments to directly 

restrict trade in art works to protect national heritage or to affect it indirectly 

through domestic policies of subsidisation of some kind. This has led to a 

segmented market in Europe with trade channelled towards the most lenient 

and most supportive states. The UK, the largest art market in Europe with 

over 60 per cent share, has one of the most lenient regulatory systems to 

facilitate the large volume of trade. Other states such as Italy and Greece 

have much more restrictive systems.

The contrast between states can be seen by looking at the most common 

form of intervention export regulation. The UK's Waverley system has very 

strict selection techniques and is biased towards the free flow of all but 

exceptional items, which encourages trade. The French, the second largest 

art dealers, along with other member states, have begun to take steps to try to 

change their methods based on the Waverley model-simplifying and 

increasing the strictness of criteria used in hopes to retain their share of the 

EU market. In Italy on the other hand export regulations are biased against 

granting export licences. Their current export regulation require only that the 

works be deemed of artistic, historic, archaeological, ethnographical, 

bibliographical or documentary interest by a public authority, meaning that 

nearly any work could qualify as a "national treasure." The system is 

particularly trade restricting as every piece of art over 50 years old must be 

registered and requires authorisation. Under this system of listing (which 

covers over 30 million items) a work of art even if temporarily imported to Italy 

can be served with a 'notifica' (listing notice), which means it can not be 

exported without the permission of the state which is basically never granted 

(Hughes, 1992).

The result of the very restrictive regulatory system in Italy is that its national 

market is effectively insulated from the world market as very little art can be 

sold abroad. As a direct consequence of export restrictions domestic prices 

remain low relative to those attainable on international markets. Barker (1978) 

reports that frequently important pictures change hands for around a quarter
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of the price that they would command abroad. In other words, lifting the 

restrictions would result in a substantial increase in wealth of domestic art 

owners and would not only lead to an outflow of ‘national’ art, but also to an 

inflow of art works due to a higher supply as they would then command higher 

prices and not be locked in. Needless to say such a system of extensive 

restrictions bear the seeds to its own destruction; The higher the price 

differential vis-a-vis the international market, the higher the incentive to 

circumvent the restrictions and to sell the art objects on the black market at a 

higher price. Italian paintings will still arrive on the EU art market, despite 

restrictions, though illicit means. In order to guarantee effectiveness of 

controls, there has to be a great deal of additional effort devoted to enforcing 

export restrictions. This increases the already high administrative expenses 

for such an encompassing control system; i.e. the more broad and inclusive 

the restricted category is, the more difficult it is to effectively enforce politically, 

physically and economically. For effective control and monitoring, the number 

of objects concerned needs to be proportional to the severity of measures i.e., 

a very strict system can only be applied to a limited number of objects if it is 

going to be effective in practice and not unduly restrict normal trade. The UK 

Waverley system achieves this in that only items that are extremely important 

and valuable are subject to export regulation.

The results of the gravity analysis indicate that export restrictions are 

insignificant in nearly all regressions pointing towards their negligible impact in 

distorting overall trade. This again is due to some degree to the central 

dominating role of London in the EU art trade, which has also one of the most 

liberal export regulation systems. It is also due to the fact that even in states 

with tight restrictions, the incentives and means to circumvent the official 

systems reduces their actual effects on trade. However, in a general EU 

context, one could infer that this form of regulation is limited in application to 

preserving only national patrimony works, which make up a tiny portion of the 

art market. This could also explain why export restrictions were important in 

deterring trade in antiques. Items included in this category are 100 years old 

or older therefore purely through age are more likely to fall into the 'heritage 

category'. The overall picture that seems to emerge however is that there
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appears to be no apparent conflict between the free trade postulate and the 

preservation of national patrimony. Export restrictions to preserve the national 

patrimony, although entirely at the discretion of the national governments, do 

not appear to lead to systematic distortions of art trade. Claims that those 

restrictions should be abolished in order to realise the gains from trade 

therefore appear to be exaggerated for this class of cultural goods.

High VAT on the margin for domestic sales within the EU may discourage 

exports as works of art originating from these countries are more expensive, 

whilst high import VAT may discourage exporters outside the EU from selling 

to a particular member state therefore reducing their imports (and subsequent 

stock for re-export). The UK maintained zero VAT on imports up to 1995 and 

then a super-reduced rate of VAT of 2.5 per cent up to 1999 to help facilitate 

trade with third countries. However, now under Directive 94/5/EC the rate has 

risen to 5 per cent despite intense lobbying by the associations representing 

the British art industry who fear trade will be lost to the US and Switzerland 

that maintain zero VAT on works of art. If VAT were to have a very strong 

impact on the competitiveness of the UK art market, one could expect this to 

be evident when VAT was first introduced in 1995. In reality, the value of sales 

on the UK market increased more than 50 per cent between 1993/94 (at 

which time imports were exempt from VAT) and 1996/97 (at which time they 

were subject to the rate of 2.5 per cent).^^® Yet this observation is not proof 

that VAT differentials do not matter. The increase from zero to 2.5 per cent 

left the UK with by far the lowest VAT burden within the EU. For tax reasons if 

not for other reasons, trade with the EU would continue to be channelled 

through London rather than through any other EU country. Trade between two 

non-EU countries via London is not affected by this VAT as imports would 

simply be temporary and hence VAT exempt. Temporary import rules in the

European Commission (1999). The Commission has stated that they have found no evidence to 
suggest that VAT has a significant Impact on the competitiveness of the Community art market vis-a-vis 
markets of third countries. They point out that whilst the standard rate of VAT in the EU is between 15- 
25 per cent, in New York imports are exempt from VAT but there is a sales tax is payable for sales of art 
in the US of 8.5 per cent charged on the full price. Taking into account that VAT is charged on the 
margin in the EU, a private individual would have to purchase a work of art on which the vendor made a 
profit approaching 50 per cent before the purchaser begins to pay more tax than a resident of New York.
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UK allow dealers to delay payment of import VAT for a period of two years. If 

the item is re-exported within this time it is exempt from any import VAT.

In this analysis, import VAT differentials are used as a proxy for the incentive 

to import from outside the EU via an EU partner country with lower import VAT 

to reduce the overall VAT burden. They turn out significant in encouraging 

trade in sculptures, engravings and collections but not paintings and 

antiques. This differential however, may only partially capture the incentive 

effect hypothesised. If people decide to import through another EU country, 

they might simply use the country with the lowest import VAT, i.e., the UK. To 

account for this possibility and to investigate whether London as the 

dominating European Market enjoys and advantage beyond the regulatory 

advantage captured in the model, a London dummy is introduced. This 

dummy turns out significant and positive in all regressions. There is no 

obvious explanation for the finding that countries with high VAT at the margin 

export more of all art forms. One explanation might be the high correlation 

with the exporter’s GDP. This would explain why the impact of the exporter’s 

GDP on art trade exceeds that of the importers, and a positive correlation with 

the exporting countries GDP, i.e., a statistical artefact.

Both subsidies and tax incentives tend to work in the same direction -  they 

encourage the domestic acquisition and retention of works of art. Tax 

incentives increase the incentive to acquire and retain art through either 

increasing donations to art institutions or making art a privileged form of 

wealth holding. As seen in Section 4.3.3, member states have very different 

combinations and levels of incentives. It would be preferable if exact figures 

were available on government subsidies, and also on how much tax 

incentives are actually used in practice, which would allow assessment of the 

overall support (direct and indirect). Unfortunately, these figures are 

unavailable on a consistent basis. Subsidies vary between states and tend to 

increase with GDP, however subsidies per GDP are again very divergent. 

More insight could be gained from these figures if there were breakdowns 

available as to what the subsidies are spent on (for example acquisitions
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versus salaries and nnaintenance) and which nnuseums they go to, but these 

statistics are very poorly recorded throughout most of the member states.

From the data available, it turns out in this analysis that tax incentives and 

public subsidies to domestic art institutions significantly shape the trade 

pattern but in different mixes between the different art forms. Countries that 

support the art sector either directly or indirectly trade more works of art. 

Because they are better endowed, museums and other collectors will import 

more art. The subsidies variable also showed that it is possible that a higher 

stock of art could lead to more art exports because a large amount of works of 

art are turned over on secondary markets.

Droit de Suite or resale royalties on subsequent sales of works of art is an 

area of much contention as attempts are made to carry out the Directive and 

harmonise this regulation throughout the EU. Royalties have been levied only 

by a subset of countries and with different rates applying to all transactions 

within respective national boundaries. Obviously, this unequal treatment 

creates trade distortions like any turnover tax.. The most striking result in the 

regressions for the major category of art works , paintings, is that those 

countries which grant and effectively enforce resale royalty rights of creators 

of visual art export significantly less. The droit de suite variable was highly 

significant in the regressions for paintings and also very robust with respect to 

changes in the regression model. It turns out that traders avoid these royalties 

by moving their sales to different locations. Resale royalties thus drive 

business away from those countries which effectively collect payments. To 

test the economic significance of the droit de suite variable rather than just 

the statistical , policy experiments were run for the important market of the 

UK. Using the estimated coefficients and the actual data for the UK, the trade 

impact of the adoption of droit de suite rules were simulated (see Appendix 

B.4.6.) The results re-iterate the statistical forecast. : droit de suite will reduce 

trade from the UK. If differences in droit de suite practices lead to severe 

distortions of intra EU trade, the proposed harmonisation of the droit de suite 

within the EU may lead to distortions of world-wide trade in art. The draft 

directive of the Commission adopted in 2001 may only eliminate the intra EU
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distortion at the expense of a possible new distortion on a larger scale. It is 

likely that the London art market (and all other places which must introduce 

the resale royalties) will in fact lose business to Zurich and in particular to New 

York. Whether the royalty introduces such diversion is an empirical matter for 

investigation and still only hypothetical as the proposed directive contains 

various derogations up to 2010.Given these observations and the numerous 

arguments against resale royalty rights (cf. Boggle and Ginsburgh 1998, 

Perloff 1998, Merryman 1996) it might be a better idea to remove the resale 

royalty rights altogether, thereby creating a level playing field for all countries, 

including those currently disadvantaged.

Because works of art are predominantly traded between former and future 

consumers and not so much between producers and first consumers, the 

comparative advantage of trading locations is not chiefly founded by 

favourable production possibilities, but rather by an efficient and cost-effective 

intermediation between sellers and buyers, which in principle could take place 

anywhere. Therefore the regulatory environment plays an even more 

important role for the comparative advantage than it does for commodity trade 

which prompted this analysis of the various government policies and their 

impact on trade in works of art within the EU and with third countries. Even 

with the extensions made to the gravity model in this analysis, it is still 

impossible to incorporate all possible influences on art trade. The analysis, as 

with the more simple model in Chapter One, continues to indicate the 

existence of missing explanatory variables. It is important to note that factors 

other than government regulations will affect the choice of trading places as 

well such as labour market conditions for specialised labour (art experts of 

various kinds), general infrastructure, cultural environment etc. Moreover, 

history plays an important role. Transactions will tend to take place where 

dealers, auction houses, consultancies, and other agents have been set up in 

the past and relocation costs of these institutions are considerable. Therefore 

changes in the regulatory environment will affect comparative advantage 

much more in the medium term than in the short term and even if a strong

166



impact of govemment policies is not observed in the short run, they may 

trigger more fundamental changes as time goes by.
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Chapter 5. Conclusions

The aim of this research has been to examine the international market for 

works of art and the forces shaping trade within it. The trade in art displays a 

number of unique and interesting features but has been virtually neglected in 

the field of economics. This thesis provides a descriptive overview of both the 

international and EU art markets and presents a number of interesting 

conclusions based on gravity analysis of trade flows thereon.

The first chapter looked at the international market for works of art. The two 

main players in this market are the UK and the US. The major art centres of 

London and New York dominate trade in all categories of art and in both 

dealer and auction sales. The chapter uses a gravity model of bilateral trade 

flows to examine the forces shaping trade in art and show how these differ 

from total trade and trade in other goods. It turns out that trade in art does 

differ materially from total trade, as does trade in other individual products, in 

this instance cars. An interesting result of this analysis is that trade in all art 

forms is affected in a similar manner and direction as each other, yet differ 

substantially from total trade and trade in other manufactures.

The main results of the analysis show, as expected, that richer countries trade 

more art: The demand for art is income elastic. Also, information costs are an 

important consideration in buying and selling art. The distance and language 

variables were significant in the regressions showing that such information 

exchanges are facilitated by close proximity between trades and a common 

language. Trade in art also seems to have a transatlantic bent as indicated by 

the unexpected negative trade bloc coefficient. A measure of prudence must 

be used however when trying to infer causation between any of the variables 

due to inconsistent nature of the data used in the analysis. A key finding from 

this research is that whilst trade data generally show inconsistencies in
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collection and reporting from country to country, data on the trade in art works 

can be even more erratic. Dealer’s sales are often under-reported. Auction 

data are dominated by the large turnover of the London and New York 

markets which often act as "middlemen markets" for further foreign sales and 

purchases. Illegal trade is substantial in many countries is obviously not 

reported. Finally caution must be taken with must the model itself. Gravity 

models often show excellent empirical results but are too simplistic to 

accurately model the complex international trade in art as evidenced by the 

presence of missing variables.

The second chapter takes a more theoretical approach. It examines the 

economic rationale behind why governments intervene in the art market and 

restrict trade, namely protection of the national artistic patrimony. The primary 

rationale for state ownership of such artistic objects or laws to keep them 

within national boundaries, is that these works provide non-private benefits. 

These benefits accrue to everyone whether they view the art or not but are 

impossible to charge for individually giving a strong rationale for collective 

purchase and ownership by the state through compulsory taxation. Benefits of 

this nature are critically examined in the chapter and include: the sense of 

national identity and prestige it confers; its function as an agent for social 

cohesion within a society; possible positive spill-over effects in the economy 

such as increased tourism; and possible option demand arguments.

The chapter looks at some of the distributional concerns which drive concern 

over restricting the movement of works of art, particularly the tendency for art 

to move from poor to rich nations. The more interesting question is asked 

whether certain items such as these heritage works of art should be put up for 

sale as a form of national capital when required and can one put a price on 

them. The importance of the endowment effect enters this discussion, i.e., the 

fact that people often demand much more to give up an object than they 

would be willing to pay to acquire it. Finally it examines the methods used by
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governments to keep patrimony works of art that are in private ownership 

within national boundaries and their validity.

Chapter Three looks at the UK, the leading market for works of art in Europe. 

The UK is responsible for over half of the EU's art sales and is the second 

largest trader on the international market next to the US. The chapter studies 

the various government interventions in the UK art market. To accommodate 

the large amount of sales that take place via London, the UK has always 

maintained one of the most liberal systems of trade regulations in Europe.

Export regulations are designed with high age and value limits such that only 

very valuable and nationally important works come under scrutiny. In the rare 

instance that a licence is required for export, denial cannot be absolute as 

export must be permitted if pre-emptive rights are not exercised. The UK also 

has three specific heritage tax incentives to encourage the domestic retention 

national patrimony works. These incentives are potentially trade reducing but 

only apply to a narrow range of art works. Like the export regulation system, 

they also have a number of criteria attached to ensure that only the most 

important works are eligible.

The chapter also looks at two regulatory measures that have been the subject 

of harmonisation directives introduced by the EU namely, VAT and Droit de 

Suite. Art sales were previously VAT exempt in the UK which was 

undoubtedly an added feature encouraging trade through the UK art market. 

The 6**̂  VAT directive was designed to harmonise VAT rates charged 

throughout the EU, but allowed the UK to apply a reduced rate on imports of 

2.5 per cent until 1999. There are fears by those in the UK art trade, that the 

subsequent rise to 5 per cent will divert trade to centres such as New York 

and Zurich that maintain zero import VAT. The Directive harmonising resale 

rights for artists, or Droit de Suite, has also been a cause of concern. The UK 

will have to introduce these rights by January 2006 with a further extension for 

heirs until 2012. The concern is that instead of eliminating trade distortions,
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harmonisation will only lead to trade diversion: Again traders will relocate 

sales from the UK to the more liberal Swiss and US markets. The importance 

of both of these measures for the UK art market remains at the centre of 

highly controversial debate as their full effects remain to be seen.

Chapter Four focuses on the EU art trade and the influences member states 

policies have on it. Art remains as one of the only exceptions to the free trade 

ethos of the Single Market as states are free to directly restrict the movement 

of works of art or indirectly affect trade through subsidisation or other fiscal 

measures. The EU art market as a whole is heavily regulated compared to the 

US, yet within it there range of different systems in place. This chapter 

provides an original and comprehensive overview of the institutional 

framework governing trade in the member states and derives testable 

hypotheses regarding the effects of these policies on trade.

Member states are allowed to restrict exports of art objects under Article 36 

EC Treaty to preserve what they regard as their national artistic patrimony. 

Export restrictions will obviously reduce trade, however it is found in this 

analysis that their effect is in fact negligible. It appears that this regulation is 

applied to only a very narrow range of patrimony art objects which make up

only a tiny part of the overall art market.

Different VAT rates on art sales and art imports under the Seventh VAT

Directive may also potentially distort trade. High VAT on the margin for

domestic sales within the EU may discourage exports as works of art 

originating form these countries are more expensive and high import VAT may 

discourage exporters outside the EU from selling to a particular country 

therefore reducing imports. The analysis showed that import VAT differentials 

do encourage trade in sculptures engravings and collections but not for 

paintings and antiques forms. This could be due in part to the fact that the 

variable used does not capture the incentive accurately as most countries 

import to the UK which also has had the lowest import VAT. The findings for 

VAT at the margin however were counterintuitive and possibly the result of a 

statistical artefact.
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Subsidies and tax incentives tend to work in the same direction. Both policies 

encourage the domestic acquisition and retention of works of art. Because 

museums and other collectors are better endowed due to these policies, they 

will import more art. Subsidies and tax incentive did affect trade in the 

regressions but in different mixes between the various art forms. The subsides 

variable also showed the possibility that countries with a higher stock of art 

may also export more with a large amount of art turned over on secondary 

markets

Finally resale royalties function like a tax on sales of art potentially reducing 

transactions. Countries that collect the royalty therefore could be expected to 

trade less than those without it. Droit de Suite was negative and significant for 

paintings, both statistically in policy experiments for the UK. W hether these 

royalties have an effect in practice in driving trade away from the UK and 

toward the US, will take some time in establishing empirically. Full resale 

royalties for artists and their heirs will not be in place in the UK until 2010.

Overall, whilst it is possible to infer causality in describing forces that shape 

the art trade, care must be taken in trying to make any sweeping deterministic 

statements on the basis of these empirical results. A key feature of 

international art trade is that whilst nearly every country in the world trades art 

of some form, the bulk of trade takes place via the centres of London and New 

York. These trade centres act as entrepots for the onward purchase and sales 

of art. So when looking at the EU for example, many of the results emerging 

are skewed by whatever the London position may be. Another feature 

common to art trade is the inconsistencies found in the recorded data. Several 

of the sources used in this research showed entirely different figures for 

descriptively the same transactions. These problems stem from differing 

definitions of works of art, different ideas concerning the inclusion of certain 

transactions and different recording and collection techniques. This is a 

significant problem in attempting economic analysis of the art market and 

possibly one of the reasons that it has been so neglected up to now. Until it is 

addressed however, rather than avoiding the market, much can be gleaned
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from its analysis, whilst attempting to minimise any unreliability through using 

the most consistent sources available and a measure of circumspection in 

interpreting results.

Finally, it should be noted that trying to model a complex market such as that 

for works of art with a relatively small group of explanatory variables will 

always tend to be simplistic. The gravity model works very well for trade in art 

and helps to explain some of main forces driving art trade and shows 

particularly well how these differ from other trade. It is overoptimistic however 

to hope to incorporate all of the possible influences on art trade into a simple 

model. On a more positive note however, research of the kind carried out in 

this thesis, combined with a feel for the market through art expertise, 

represent a large step towards a greater understanding of the international 

trade in art.
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APPENDIX A

Section A.1: Description of Data and Data Sources for Chapter One

Countries used in sample:

Australia, Austria, Belgium, Canada, Czech Republic, Denmark, Finland,

France, Germany, Greece, Hungary, Iceland, Ireland, Italy, Japan, Korea,

Luxembourg, Mexico, Netherlands, New Zealand, Norway, Poland, Portugal,

Slovakia, Switzerland, Turkey, UK, US.

Trade Blocs Used:

Regional Trade Agreements notified to GATT/WTO and in force in May 2000

(of relevance to the OECD) and APEC:

■ Asia Pacific Economic Co-operation Forum (APEC): Australia, Brunei, 

Canada, Chile, Hong Kong, Indonesia, Japan, Korea, Malaysia, Mexico, 

New Zealand, Papua New Guinea, Philippines, Singapore, Taiwan, 

Thailand, United States.

■ European Union (EU) / European Free Trade Association (EFTA): Austria, 

Belgium, Denmark, Finland, France, Germany, Greece, Iceland, Ireland, 

Italy, Liechtenstein, Luxembourg, Netherlands, Norway, Portugal, Spain, 

Sweden, Switzerland, UK.

■ North American Free Trade Area (NAFTA): Canada, Mexico, US, Chile 

(pending)

■ Canada- United States Free Trade Area (CUFTA) : Canada, US

■ Australia New Zealand Closer Economic Relations Trade Agreement 

(ANZCERTA): Australia, New Zealand

■ Central European trade bloc covered by the Central European Free Trade 

Agreement (CEFTA): Czech Republic, Hungary, Poland, Slovak Republic, 

Slovenia and Romania
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Language/ Contiguity and Distance:

From: http://www.eiit.org/Trade.Resources/Data/Gravity/dist.tx or lang.tx or 

conting.tx

Population:

UNITED NATIONS POPULATION DIVISION :Population in 1999 and 2000: 

All Countries (based on World Population Prospects: the 1998 Revision, Vol. 

I: Comprehensive Tables) from

http://www.undp.org/popin/wdtrends/wdtrends.htm - population given in 1999 

in 1000's

GDP:

At current prices and exchange rates (2001) in US$ billion from OECD 

statistics at http://www.oecd.org/std/gdp.htm.

Explanation of interaction terms in results tables:

NOTE: Disfar is a dummy = 1 if distance >= 10000, 0 if <= 10000 and 
RichDis=1 if GDPpc >0.2 i.e. “rich” and 0 if<0.2

Borddis = 1 if disfar =1 and conting=:0 (far, no border) and 0 if close and 
border

Langdis=1 if disfar=1 and lang=1 (far but common language) and 0 if far and 
no common language

Borlang= 1 if conting=0 and lang=1 ( no border but common language) and 0 
if border and no common language

Richdis=1 if rich and far, 0 if not rich and far
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Section A.2: Results of Regression Analyses for Works of Art, Total 

Trade, and Cars (Chapter One)

1. Gravity Model for Paintings:

i. Gravity Model for Paintings: OLS regression with robust 

(heteroskedasticity consistent) standard errors

In (trade) coef. std. err. t p>ltl

IngdppcP 0.52 0.10 4.97 0.00

IngdppcR 0.78 0.11 7.41 0.00

IngdpP 0.76 0.05 13.89 0.00

IngdpR 0.98 0.05 19.55 0.00

Indist -0.59 0.14 -4.29 0.00

lang 1.6 0.27 5.84 0.00

tradebloc -0.70 0.18 -3.82 0.00

conting 1.38 0.30 4.62 0.00

UKdum 1.61 0.29 5.56 0.00

USdum 1.75 0.29 5.95 0.00

Remote 0.001 0.01 0.07 0.00

cons 3.95 4.58 0.86 0.39

756 observations, R-squared = 0.67, F (11, 744)= 169.56, Mean vif =2.02 (ind

10.00) , RESET TEST: Ho: Model has no omitted variables: F(3,741) = 13.80, F

ii. G ravity Model fo r Paintings: W ith UKUS dum my

In (trade) coef. std. err. t p>ltl

IngdppcP 0.52 0.10 5.0 0.00

IngdppcR 0.79 0.11 7.47 0.00

IngdpP 0.76 0.54 13.91 0.00

IngdpR 0.98 0.05 19.66 0.00

Indist -0.59 0.14 -4.3 0.00

lang 1.6 0.27 5.86 0.00

tradebloc -0.71 0.18 -3.85 0.00

conting 1.39 0.30 4.67 0.00

UKUSdum 1.67 0.22 7.44 0.00

Rennote 0.001 0.01 0.12 0.90

cons 4.10 4.56 0.90 0.37
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756 observations, R-squared = 0.67, F (10, 745= 186.04, Mean vif =2.10, RESET TEST: Ho: 

Model has no omitted variables: F{3,742) = 13.94, Pr>F=0.00

III. Gravity Model for Paintings: With interaction terms

In (trade) coef. std. err. t p>ltl

IngdppcP 0.32 0.16 2.00 0.05

IngdppcR 0.72 0.19 3.86 0.00

IngdpP 0.92 0.12 7.62 0.00

ingdpR 1.07 0.13 7.97 0.00

Indist 1.66 0.96 1.74 0.08

lang Dropped

tradebloc 1.64 1.05 1.56 0.12

conting Dropped

Bordis Dropped

Borlang Dropped

Richdis Dropped

Langdis Dropped

UKUSdum 2.37 0.72 3.30 0.00

Remote -0.07 0.02 -2.69 0.001

Cons -48.50 17.11 -2.83 0.01

114 observations, R-squared = 0.76, F (8, 105)= 65.70 , RESET TEST: Ho: Model has no 

omitted variables: F(3,102) = 5.89 Pr>F=0.00
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iv. Gravity Model for Paintings: With Quadratic terms

In (trade) coef. std. err. t p>ltl

IngdppcP 0.48 0.10 4.65 0.00

IngdppcR 1.76 1.34 1.32 0.19

IngdpP 0.81 0.06 14.36 0.00

IngdpR 0.47 0.25 1.89 0.06

Indist -0.80 0.15 -5.27 0.00

lang 1.55 0.31 4.93 0.00

tradebloc -0.64 0.18 -3.48 0.00

conting 1.12 0.32 3.57 0.00

UKUSdum 1.55 0.23 6.75 0.00

Remote -0.001 0.007 -0.15 0.88

DisSq 0.000 0.000 2.7 0.01

GDPSq 0.05 0.02 2.21 0.03

GDPpcSq 0.11 0.15 0.80 0.43

cons 7.65 5.33 1.43 0.15

756 observations, R-squared = 0.67, F (13, 742)= 118.87, Mean vif =42.10, RESET TEST: 
Ho: Model has no omitted variables: F (3,739) = 12.31, Pr>F=0.00

V. Probit Regression with Robust (Heteroskedasticity Consistent) Standard 

Errors (Paintings)

dichotom coef. std. err. z p>lzl

IngdppcP 0.54 0.10 5.65 0.00

IngdppcR 0.10 0.10 1.07 0.28

IngdpP 0.41 0.06 6.81 0.00

IngdpR 0.41 0.06 6.67 0.00

Indist -0.19 0.14 -1.38 0.00

lang 0.84 0.58 1.43 0.15

tradebloc -0.38 0.18 -2.09 0.04

conting 1.00 0.63 1.59 0.11

rennote 0.0001 0.01 0.02 0.99

cons 1.1 4.85 0.23 0.82

756 observations, Pseudo R-squared = 0.3065, Chi-square (10)=00.73
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vi. Structural Difference between Art Trade and Total Trade in a Gravity 

Approach

In (trade) coef. std. err. t p>ltl

artdunnmy -8.62 0.16 -53.40 0.00

IngdppcP 0.40 0.04 9.27 0.00

IngdppcR 0.07 0.04 1.57 0.12

IngdpP 0.83 0.02 38.52 0.00

IngdpR 0.80 0.02 36.71 0.00

Indist -0.91 0.05 -16.78 0.00

lang 0.68 0.13 5.44 0.00

tradebloc 0.18 0.08 2.32 0.02

conting 0.28 0.13 2.19 0.03

Remote 0.01 0.01 3.70 0.00

AD*gdppcr Dropped

AD*gdppcp 0.44 0.64 0.68 0.50

AD*gdpr -4.51 7.14 -0.63 0.53

AD*gdpp 1.33 0.39 3.41 0.00

AD*dist -2.88 1.94 -1.48 0.13

AD*lang 1.6 0.57 1.02 0.31

AD*tradebloc 1.03 3.78 0.27 0.78

AD*conting Dropped

AD*remote -0.94 0.12 -0.77 0.44

cons 17.65 1.79 9.87 0.00

780 observations, R-squared = 0.92, F (10, 769)= 902.22, Mean vif =2.02, RESET TEST: Ho: 
Model has no omitted variables: F (3,766) = 9.52, Pr>F=0.00
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2. Gravity Model for Total Trade:

i. Gravity Model for Total Trade: OLS regression with robust 

(heteroskedasticity consistent) standard errors

Intradel coef. std. err. t p>ltl

IngdppcP 0.38 0.05 8.02 0.00

IngdppcR 0.06 0.04 1.43 0.15

IngdpP 0.82 0.02 34.13 0.00

IngdpR 0.79 0.02 35.22 0.00

Indist -0.92 0.05 -16.86 0.00

tradebloc 0.20 0.07 2.89 0000

lang 0.64 0.10 5.86 0.00

conting 0.28 0.12 2.23 0.03

remote 0.01 0.003 3.92 0.00

cons 18.42 1.89 9.72 0.00

755 observations, R-squared = 0.88, F (9, 745)= 577.47, Mean vif =2.13 (ind

10.00), RESET TEST: Ho: Model has no omitted variables: F(3,742) = 8.73, Pr:

ii. Gravity Model for Total Trade: W ith interaction terms

In (trade) coef. std. err. t p>ltl

IngdppcP 0.76 0.10 7.37 0.00

IngdppcR 0.28 0.15 1.89 0.06

IngdpP 0.87 0.08 11.25 0.00

IngdpR 0.78 0.07 11.59 0.00

Indist -0.51 0.51 -0.10 0.92

lang dropped

tradebloc 0.88 0.56 1.56 0.12

conting dropped

Bordis dropped

Borlang dropped

Richdis dropped

Langdis dropped

Remote 0.002 0.02 0.11 0.91

Cons 8.3 10.76 0.77 0.44

114 observations, R-squared = 0.88, F (7, 106)= 166.24, , RESET TEST: Ho: Model has no 

omitted variables: F(3,103) = 0.63, Pr>F=0.59
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iv. Gravity Model for Total Trade: With Quadratic terms

In (trade) coef. std. err. t p>ltl

ingdppcP 0.37 0.05 7.77 0.00

IngdppcR -1.60 0.50 -3.19 0.00

IngdpP 0.84 0.03 33.0 0.00

IngdpR 0.82 0.11 7.15 0.00

Indist -1.02 0.06 -16.36 0.00

lang 0.58 0.10 5.59 0.00

tradebloc 0.18 0.07 2.52 0.01

conting 0.18 0.13 1.33 0.18

Remote 0.01 0.004 3.36 0.00

DisSq 0.0000 0.0000 2.95 0.00

GDPSq 0.0001 0.01 0.02 0.98

GDPpcSq -0.18 0.06 -3.24 0.00

cons 14.71 2.18 6.75 0.00

755 observations, R-squared = 0.89, F (11, 742)= 105.46, Mean vif =1.36 (individual vif all < 
10.00), RESET TEST: Ho: Model has no omitted variables: F (3,741) = 85.58, Pr>F=0.00
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3. Gravity Model for Engravings:

i. Gravity IVlodel for Engravings: OLS regression with robust 

(heteroskedasticity consistent) standard errors

In (trade) coef. std. err. t p>ltl

IngdppcP 0.45 0.06 6.86 0.00

IngdppcR 0.49 0.07 7.22 0.00

ingdpP 0.53 0.04 12.06 0.00

IngdpR 0.59 0.04 13.47 0.00

Indist -0.21 0.05 -4.03 0.00

lang 1.15 0.27 4.21 0.00

tradebloc -0.25 0.13 -1.96 0.05

conting 1.52 0.21 7.24 0.00

UKdum 1.28 0.29 4.37 0.00

USdum 1.72 0.29 5.83 0.00

Remote -0.0001 0.002 -0.03 0.98

cons 0.44 1.27 0.35 0.73

756 observations, R-squared = 0.64, F (11, 744)= 105.46, Mean vif =1.36 (im

10.00) , RESET TEST: Ho: Model has no omitted variables: F(3,741) = 85.58, 1

ii. Gravity Model for Engravings: W ith UKUS dummy

In (trade) coef. std. err. t p>ltl

IngdppcP 0.45 0.06 6.90 0.00

IngdppcR 0.50 0.07 7.30 0.00

IngdpP 0.53 0.04 12.23 0.00

IngdpR 0.59 0.04 13.66 0.00

Indist -0.19 0.05 -3.79 0.00

lang 1.13 0.27 4.22 0.00

tradebloc -0.26 0.13 -2.04 0.04

conting 1.56 0.21 7.52 0.00

UKUSdunn 1.48 0.22 6.66 0.00

Remote -0.0002 0.002 -0.08 0.93

cons 0.23 1.27 0.18 0.86

756 observations, R-squared = 0.64, F (10, 744)= 113.27, Mean vif =1.37 (individual vif all < 

10.00) , RESET TEST: Ho: Model has no omitted variables: F(3,742) = 85.30, Pr>F=0.00
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ill. Gravity Mode! for Engravings: Witli interaction terms

In (trade) coef. std. err. t p>ltl

IngdppcP 0.23 0.19 1.21 0.22

IngdppcR 0.30 0.20 1.51 0.13

IngdpP 0.65 0.12 5.68 0.00

IngdpR 0.74 0.13 5.80 0.00

Indist -0.48 0.18 -0.26 0.80

lang 0.63 0.62 1.01 0.32

tradebloc -0.06 3.88 -0.16 0.86

conting 1.45 0.60 2.41 0.02

Bordis dropped

Borlang dropped

Richdis dropped

Langdis dropped

UKUSdum 1.18 0.55 2.16 0.03

Remote 0.15 0.01 1.20 0.23

Cons 2.29 5.60 0.41 0.68

114 observations, R-squared = 0.66, F (10, 103)= 17.83, RESET TEST: Ho: Model has no 

omitted variables: F(3,100) = 15.51, Pr>F=0.00
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iv. Gravity IVIodel for Engravings; With Quadratic terms

In (trade) coef. std. err. t p>ltl

IngdppcP 0.44 0.07 5.89 0.00

IngdppcR 0.51 0.08 6.70 0.00

IngdpP 0.54 0.04 13.70 0.00

IngdpR 0.59 0.04 15.09 0.00

Indist -0.19 0.06 -3.35 0.00

lang 1.14 0.23 4.88 0.00

tradebloc -0.25 0.13 -1.87 0.06

conting 1.52 0.23 6.73 0.00

UKUSdum 1.49 0.16 9.01 0.00

Remote -0..01 0.04 -0.43 0.67

DisSq 0.0000 0.0000 0.19 0.85

GDPSq 0.005 0.003 1.38 0.17

GDPpcSq -0.002 0.008 -0.28 0.78

cons -0.42 1.83 -0.23 0.82

756 observations, R-squared = 0.64, F (13, 742)= 103.87, Mean vif =1.47, RESET TEST; Ho: 
Model has no omitted variables: F (3,739) = 86.72, Pr>F=0.00

V. Probit Regression with Robust (Heteroskedasticity Consistent) Standard 

Errors (Engravings)

dichotom coef. std. err. z p>lzl

IngdppcP 0.30 0.86 3.47 0.00

IngdppcR 0.44 0.09 5.02 0.00

IngdpP 0.49 0.05 9.28 0.00

IngdpR 0.48 0.05 9.04 0.00

Indist -0.20 0.06 -3.04 0.00

lang 1.20 0.36 3.31 0.00

tradebloc -0.26 0.15 -1.70 0.09

conting 1.27 0.37 3.43 0.00

rennote -0.001 0.003 -0.25 0.80

cons -0.98 1.57 -0.63 0.53

756 observations. Pseudo R-squared = 0.37, Chii-square (10)=389.06
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4. Gravity Model for Antiques:

i. Gravity Model for Antiques: OLS regression with robust 

(heteroskedasticity consistent) standard errors

In (trade) coef. std. err. t p>ltl

IngdppcP 0.47 0.10 4.81 0.00

IngdppcR 0.64 0.09 6.95 0.00

IngdpP 0.64 0.05 12.37 0.00

IngdpR 0.79 0.06 13.97 0.00

Indist -0.40 0.13 -3.05 0.00

lang 1.56 0.29 5.35 0.00

tradebloc -0.60 0.16 -3.64 0.00

conting 1.41 0.29 4.86 0.00

UKdum 2.76 0.25 11.17 0.00

USdum 2.15 0.34 6.33 0.00

Remote -0.01 0.01 -1.39 0.16

cons -1.99 4.45 -0.45 0.66

756 observations, R-squared = 0.64, F (11, 744)= 162.08, Mean vif =2.02 (individual vif all < 

10.00) , RESET TEST: Ho: Model has no omitted variables: F(3,741) = 18.08, Pr>F=0.00

ii. Gravity Model for Antiques: With UKUS dummy

In (trade) coef. std. err. t p>ltl

IngdppcP 0.46 0.10 4.72 0.00

IngdppcR 0.63 0.09 6.82 0.00

IngdpP 0.63 0.05 12.22 0.00

IngdpR 0.79 0.06 13.94 0.00

Indist -0.40 0.13 -3.04 0.00

lang 1.59 0.30 5.32 0.00

tradebloc -0.57 0.16 -3.51 0.00

conting 1.37 0.29 4.73 0.00

UKUSdum 2.48 0.23 10.87 0.00

Remote -0.01 0.01 -1.56 0.11

cons -2.58 4.50 -0.57 0.57

756 observations, R-squared = 0.64, F (10, 745)= 170.00, Mean vif =2.10 (individual vif all < 

10.00) , RESET TEST: Ho: Model has no omitted variables: F(3,742) = 17.08, Pr>F=0.00
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iii. Gravity Model for Antiques; With interaction terms

In (trade) coef. std. err. t p>ltl

IngdppcP 0.06 0.23 0.25 0.80

IngdppcR 0.23 0.18 1.25 0.21

IngdpP 0.82 0.16 5.29 0.00

IngdpR 0.49 0.13 3.61 0.00

Indist 4.14 0.95 4.35 0.00

lang dropped

tradebloc 0.83 1.08 0.77 0.44

conting dropped

Bordis dropped

Borlang dropped

Richdis dropped

Langdis dropped

UKUSdum 5.10 0.86 5.93 0.00

Remote -0.29 0.03 -0.90 0.37

Cons -56.51 20.96 -2.70 0.01

114 observations, R-squared = 0.58, F (8, 105)= 27.10 , RESET TEST: Ho: Model has no 

omitted variables: F(3,102) = 6.72, Pr>F=0.00
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iv. Gravity Model for Antiques: With Quadratic terms

In (trade) coef. std. err. t p>ltl

IngdppcP 0.48 0.10 4.65 0.00

IngdppcR 1.76 1.34 1.32 0.19

IngdpP 0.81 0.06 14.36 0.00

IngdpR 0.47 0.25 1.89 0.06

Indist -0.80 0.15 -5.27 0.00

iang 1.55 0.31 4.93 0.00

tradebloc -0.64 0.18 -3.48 0.00

conting 1.12 0.32 3.57 0.00

UKUSdum 1.55 0.23 6.75 0.00

Rennote -0.001 0.007 -0.15 0.88

DisSq 0.000 0.000 2.7 0.01

GDPSq 0.05 0.02 2.21 0.03

GDPpcSq 0.11 0.15 0.80 0.43

cons 7.65 5.33 1.43 0.15

756 observations, R-squared = 0.67, F (13, 742)= 111.44, Mean vif =42.10, RESET TEST: 
Ho: Model has no omitted variables: F (3,739) = 18.55, Pr>F=0.00

V. Probit Regression with Robust (Heteroskedasticity Consistent) Standard 

Errors (Antiques)

dichotom coef. std. err. z p>lzl

IngdppcP 0.11 0.08 1.26 0.21

IngdppcR 0.55 0.09 6.24 0.00

IngdpP 0.40 0.05 7.33 0.00

IngdpR 0.38 0.05 7.24 0.00

Indist -0.28 0.12 -2.30 0.02

iang 1.89 0.58 3.29 0.00

tradebloc -0.36 0.16 -2.30 0.02

conting 0.57 0.38 1.49 0.14

rennote -0.00 0.01 -0.64 0.52

cons -0.60 4.13 -0.15 0.89

650 observations. Pseudo R-squared = 0.28, Chi-square (9)=240.41
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5. Gravity Model for Collections

i. Gravity Model for Collections: OLS regression with robust 

(heteroskedasticity consistent) standard errors

In (trade) coef. std. err. T p>ltl

IngdppcP 0.35 0.08 4.36 0.00

IngdppcR 0.68 0.08 8.89 0.00

IngdpP 0.52 0.05 9.89 0.00

IngdpR 0.52 0.04 11.55 0.00

Indist -0.26 0.12 -2.11 0.04

lang 1.61 0.35 4.62 0.00

tradebloc -0.36 0.15 -2.32 0.02

conting 1.47 0.28 5.33 0.00

UKdunn 1.10 0.32 3.48 0.00

USdum 1.51 0.32 4.72 0.00

Remote 0.001 0.01 0.10 0.92

cons 2.3 4.04 0.57 0.57

756 observations, R-squared = 0.57, F (11, 744)= 83.36, Mean vif =2.02 (inc

10.00) , RESET TEST: Ho: Model has no omitted variables: F(3,741) = 26.79, 1

ii. G ravity Model fo r Collections: W ith UKUS dumnny

In (trade) coef. std. err. T p>ltl

IngdppcP 0.35 0.08 4.43 0.00

IngdppcR 0.69 0.08 8.97 0.00

IngdpP 0.52 0.05 9.97 0.00

IngdpR 0.53 0.04 11.69 0.00

Indist -0.26 0.12 -2.11 0.04

lang 1.58 0.34 4.60 0.00

tradebloc -0.37 0.15 -2.41 0.02

conting 1.50 0.27 5.47 0.00

UKUSdum 1.29 0.24 5.37 0.00

Remote 0.001 0.01 0.24 0.81

cons 0.27 4.02 0.67 0.50

756 observations, R-squared = 0.67, F (10, 745)= 90.25, Mean vif =2.10 (individual vif all < 

10.00) , RESET TEST: Ho: Model has no omitted variables: F(3,742) = 27.29, Pr>F=0.00
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iii. Gravity Model for Collections: With interaction terms

In (trade) coef. std. err. t p>ltl

IngdppcP -0.11 0.17 -0.69 0.49

IngdppcR 0.60 0.14 4.21 0.00

IngdpP 0.65 0.14 4.67 0.00

IngdpR 0.53 0.12 4.19 0.00

Indist 2.89 0.79 3.66 0.00

lang dropped

tradebloc 2.22 0.88 2.54 0.01

conting dropped

Bordis dropped

Borlang dropped

Richdis dropped

Langdis dropped

UKUSdum 0.98 1.04 0.94 0.35

Remote -0.06 0.02 -2.49 0.01

Cons -55.46 15.82 -3.51 0.00

114 observations, R-squared = 0.55, F (8, 105)= 15.36 , RESET TEST: Ho: Model has no 

omitted variables: F(3,102) = 9.24, Pr>F=0.00
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iv. Gravity Model for Collections: With Quadratic terms

In (trade) coef. std. err. t p>ltl

IngdppcP 0.29 0.09 3.36 0.00

IngdppcR 2.70 1.15 2.35 0.02

tngdpP 0.58 0.05 11.99 0.00

IngdpR 0.09 0.21 0.44 0.66

Indist -0.57 0.13 -4.39 0.00

lang 1.50 0.27 5.55 0.00

tradebloc -0.28 0.16 -1.75 0.08

conting 1.12 0.27 4.11 0.00

UKUSdum 1.21 0.20 6.13 0.00

Remote -0.001 0.01 -0.13 0.90

DisSq 0.0000 0.0000 4.89 0.00

GDPSq 0.04 0.02 2.23 0.03

GDPpcSq 0.23 0.13 1.84 0.07

cons 8.68 4.58 1.90 0.06

756 observations, R-squared = 0.58, F (13, 742)= 79.14, Mean vif =42.10, RESET TEST: Ho: 
Model has no omitted variables: F (3,739) = 30.23, Pr>F=0.00

V.  Probit Regression with Robust (Heteroskedasticity Consistent) Standard 

Errors (Collections)

dichotom coef. std. err. z p>lzl

IngdppcP 0.20 0.09 2.25 0.02

IngdppcR 0.72 0.09 8.02 0.00

IngdpP 0.29 0.05 5.77 0.00

IngdpR 0.39 0.05 7.43 0.00

Indist -0.36 0.12 -3.07 0.00

lang 0.63 0.38 1.68 0.09

tradebloc -0.41 0.15 -2.64 0.01

conting 0.97 0.39 2.46 0.01

remote 0.01 0.01 2.00 0.05

cons 8.80 4.00 2.20 0.03

756 observations. Pseudo R-squared = 0.3483, Chi-square (10)=348.89
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6. Gravity Model for Sculptures

i. Gravity Model for Sculptures: OLS regression with robust 

(heteroskedasticity consistent) standard errors

In (trade) coef. std. err. t p>ltl

IngdppcP 0.38 0.08 4.57 0.00

IngdppcR 0.80 0.09 9.32 0.00

IngdpP 0.63 0.05 12.32 0.00

IngdpR 0.69 0.05 14.68 0.00

Indist -0.31 0.11 -2.88 0.00

lang 1.09 0.27 4.06 0.00

tradebloc -0.72 0.15 -4.83 0.00

conting 1.57 0.26 5.95 0.00

UKdum 1.23 0.30 4.11 0.00

USdum 1.92 0.27 7.00 0.00

Remote 0.01 0.01 1.23 0.22

cons 5.23 3.72 1.41 0.16

756 observations, R-squared = 0.67, F (11, 744)= 148.95, Mean vif =2.02 (in(

10.00) , RESET TEST: Ho: Model has no omitted variables: F(3,741) = 25.73, 1

ii. Gravity Model fo r Sculptures: W ith UKUS dum m y

In (trade) coef. std. err. t p>ltl

IngdppcP 0.39 0.08 4.68 0.00

IngdppcR 0.81 0.09 9.39 0.00

IngdpP 0.64 0.05 12.57 0.00

IngdpR 0.70 0.05 14.92 0.00

Indist -0.31 0.11 -2.89 0.00

lang 1.06 0.26 4.06 0.00

tradebloc -0.75 0.15 -4.93 0.00

conting 1.61 0.26 6.18 0.00

UKUSdum 1.55 0.23 6.81 0.00

Remote 0.01 0.01 1.49 0.14

cons 5.90 3.71 1.59 0.11

756 observations, R-squared = 0.67, F (10, 745)= 158.75, Mean vif =2.10 (individual vif all < 

10.00) , RESET TEST: Ho: Model has no omitted variables: F(3,742) = 27.41, Pr>F=0.00
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iii. Gravity Model for Sculptures: With interaction terms

In (trade) coef. std. err. t p>ltl

IngdppcP 0.18 0.16 1.09 0.28

IngdppcR 0.55 0.17 3.22 0.00

IngdpP 0.86 0.11 7.59 0.00

IngdpR 0.65 0.13 4.90 0.00

Indist 2.10 0.82 2.57 0.01

iang dropped

tradebloc 1.26 0.82 1.53 0.13

conting dropped

Bordis dropped

Borlang dropped

Richdis dropped

Langdis dropped

UKUSdum 3.11 0.66 4.74 0.00

Remote -0.04 0.02 -1.76 0.08

Cons -41.61 26.22 -2.57 0.01

114 observations, R-squared = 0.71, F (8, 105)= 54.04, RESET TEST: Ho: Model has no 

omitted variables: F(3,102) = 5.66, Pr>F=0.00
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iv. Gravity Model for Sculptures: With Quadratic terms

In (trade) coef. std. err. t p>ltl

IngdppcP 0.35 0.09 3.92 0.00

IngdppcR 2.52 1.17 2.15 0.03

IngdpP 0.67 0.05 13.69 0.00

IngdpR 0.22 0.22 1.02 0.31

Indist -0.46 0.13 -3.49 0.00

lang 1.05 0.28 3.81 0.00

tradebloc -0.68 0.16 -4.20 0.00

conting 1.41 0.28 5.10 0.00

UKUSdunri 1.44 0.20 7.18 0.00

Remote 0.01 0.01 1.22 0.22

DisSq 0.0000 0.0000 2.31 0.02

GDPSq 0.04 0.02 2.29 0.02

GDPpcSq 0.20 0.13 1.52 0.13

cons 10.97 4.67 2.35 0.02

756 observations, R-squared = 0.67, F (13. 742)= 104.60, Mean vif =42.10, RESET TEST: 
Ho: Model has no omitted variables: F (3,739) = 26.58, Pr>F=0.00

V. Probit Regression with Robust (Heteroskedasticity Consistent) Standard 

Errors (Sculptures)

dichotom coef. std. err. z p>lzl

IngdppcP 0.17 0.09 1.89 0.06

IngdppcR 0.69 0.09 7.76 0.00

IngdpP 0.33 0.05 6.32 0.00

IngdpR 0.39 0.05 7.31 0.00

Indist -0.27 0.13 -2.14 0.03

lang 0.74 0.46 1.59 0.11

tradebloc -0.62 0.16 -3.81 0.00

conting 1.85 0.65 2.82 0.00

remote 0.01 0.01 1.78 0.08

cons 7.99 4.39 1.82 0.07

756 observations. Pseudo R-squared = 0.33, Chi-square (10)=299.13
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7. Gravity Model for Cars:

i. Gravity IVIodel for Cars: OLS regression with robust 

(heteroskedasticity consistent) standard errors

Intrade 1 coef. std. err. t p>ltl

Ingdppcp -0.12 0.11 -1.06 0.10

Ingdppcr 0.31 0.11 2.74 0.01

Ingdpp 1.64 0.05 31.22 0.00

Ingdpr 0.79 0.05 14.17 0.00

Indist -1.54 0.14 -11.28 0.00

tradebloc -0.02 0.19 -0.08 0.94

lang 0.48 0.31 1.55 0.12

remote 0.12 0.01 1.75 0.08

cons 14.32 4.56 3.14 0.00

756 observations, R-squared = 0.71, F (9, 746)= 219.07, Mean vif =2.13 (individual vif all < 
10.00), RESET TEST: Ho: Model has no omitted variables: F (3,743) = 12.33, Pr>F=0

ii. Gravity Model for Cars: With interaction terms

In (trade) coef. std. err. t p>ltl

IngdppcP 0.72 0.28 2.54 0.01

IngdppcR 1.04 0.30 3.48 0.00

IngdpP 1.89 0.15 12.61 0.00

IngdpR 0.63 0.16 4.05 0.00

Indist -2.13 1.13 -1.89 0.06

lang dropped

tradebloc 0.29 1.15 0.25 0.80

conting dropped

Bordis dropped

Borlang dropped

Richdis dropped

Langdis dropped

Remote -0.02 0.04 -0.48 0.63

Cons 13.59 21.98 0.62 0.54

114 observations, R-squared = 0.74, F (7, 106)= 58.19, RESET TEST: Ho: Model has no 

omitted variables: F(3,103) = 0.87, Pr>F=0.46
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iv. Gravity IVIodel for Cars: With Quadratic terms

In (trade) coef. std. err. t p>ltl

IngdppcP -0.13 0.11 -1.16 0.25

IngdppcR -4.11 1.39 -2.95 0.00

IngdpP 1.67 0.05 31.51 0.00

IngdpR 0.80 0.25 3.24 0.00

Indist -1.70 0.16 -10.63 0.00

iang 0.35 0.30 1.16 0.25

tradebloc -0.84 0.19 -0.44 0.66

conting -0.08 0.29 -0.30 0.77

Remote 0.01 0.01 1.39 0.16

DisSq 0.0000 0.0000 1.72 0.08

GDPSq 0.003 0.02 0.16 0.88

GDPpcSq -0.48 0.16 -3.11 0.00

cons 4.41 5.50 0.80 0.42

756 observations, R-squared = 0.72, F (12, 743)= 163.68, RESET TEST: Ho: Model has no 
omitted variables: F (3,740) = 16.57, Pr>F=0.00

V .  Probit Regression with Robust (Heteroskedasticity Consistent) Standard 

Errors (Cars)

dichotom coef. std. err. z p>lzl

IngdppcP 0.27 0.45 0.61 0.54

IngdppcR 1.17 0.42 2.74 0.01

IngdpP 0.79 0.30 2.65 0.01

IngdpR -0.27 0.31 -0.89 0.37

Indist -1.61 1.00 -1.62 0.11

iang dropped

tradebloc -0.72 0.90 -0.80 0.42

conting dropped

remote 0.04 0.04 0.97 0.33

cons 38.55 27.21 1.42 0.16

672 observations. Pseudo R-squared = 0.54, Chi-square (7)=36.76
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vi. Structural Difference between Cart Trade and Total Trade in a Gravity 

Approach

In (trade) coef. std. err. t p>ltl

cardummy -3.83 0.08 -47.71 0.00

IngdppcP 0.13 0.06 2.03 0.04

IngdppcR 0.19 0.06 2.99 0.00

IngdpP 1.23 0.03 39.06 0.00

IngdpR 0.79 0.03 25.24 0.00

Indist -1.23 0.08 -15.30 0.00

lang 0.56 0.19 2.98 0.00

tradebloc 0.09 0.11 0.84 0.40

conting 0.16 0.18 0.89 0.37

Remote 0.01 0.004 2.93 0.00

cons 18.32 2.68 6.83 0.00

1511 observations, R-squared = 0.80, F (10, 1500)= 598.17, Mean vif =2.02, RESET TEST: 

Ho: Model has no omitted variables: F(3,1497) = 71.43, Pr>F=0.00
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Section A.3: Descriptive Statistics on OECD Trade in Works of Art

8. Imports, Exports and Net Exports of Paintings and Engravings in the OECD 1998 (USD Thousand)

Country Paintings Engravings

Imports Exports Net Exports Imports Exports Net Exports

US 2382339.11 2110800.27 -271538.84 75480.00 59374.40 -16105.60

UK 1405173.62 1130002.77 -275170.85 31102.10 34667.00 3564.90

Switzerland 630824.46 446363.33 -184461.13 10318.10 12814.70 2496.60

Germany 247694.96 371854.72 124159.76 14817.40 19399.50 4582.10

France 103803.65 317761.89 213958.24 2265.10 17239.10 14974.00

Canada 30455.07 58740.96 28285.89 6675.40 9954.50 3279.10

Czech 38697.26 57445.01 18747.75 134.60 248.40 113.80

Netherlands 62472.32 31538.06 -30934.26 1311.00 361.20 -949.80

Italy 22738.03 26872.36 4134.33 2134.00 2403.90 269.90

Bel-Lux 33813.64 24583.03 -9230.61 496.90 374.20 -122.70

Japan 231943.98 21746,21 -210197.77 46720.20 705.60 -46014.60

Australia 35595.56 19443.63 -16151.93 2801.50 259.10 -2542.40

Austria 17918.65 18285.81 367.16 716.90 3152.60 2435.70

Sweden 3978.03 16956.87 12978.84 252.70 626.10 373.40

Spain 53793.94 15526.15 -38267.79 886.70 843.70 -43,00

Korea 3073.61 11958.79 8885.18 207.80 60.70 -147.10

Denmark 2385.55 11732.50 9346.95 338.90 1559.60 1220,70
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Poland 1892.00 8871.00 6979.00 146.00 0.00 -146.00

Norway 5732.20 6788.01 1055.82 284.20 767,00 482.80

Imports Exports Net Exports Imports Exports Net Exports

Mexico 11213.50 6558.34 -4655.16 521.50 71,70 -449.80

New Zealand 2472.41 2532.80 60.39 177,60 118,80 -58.80

Ireland 2848.10 2487.55 -360.55 127.70 97.10 -30.60

Greece 4383.50 2324.73 -2058.76 126.90 508.40 381,50

Hungary 641.00 1966.00 1325.00 6.00 5.00 -1,00

Portugal 2220.02 1204.50 -1015.52 166.30 4.40 -161,90

Finland 4655.33 837.16 -3818.17 46.20 28.90 -17,30

Turkey 736.25 193.97 -542.28 6.80 0.00 -6.80

Iceland 47.15 38.55 -8.60 5.70 0,00 -5.70

TOTAL 5343542.87 4725414.95 -618127.91 198274.20 165645.60 -32628.60

Source: OECD, 2001

9. Imports, Exports and Net Exports of Sculptures. Collections and Antiques in the OECD 1998 (USD thousand)

Country Sculptures Collections Antiques

Imports Exports Net Exports Imports Exports Net Exports Imports Exports Net Exports

US 252040.50 175739.70 -76300,80 54823.70 111651.70 -56828,00 1249412.20 267091.20 982321.00

UK 92509.40 138681.40 46172,00 136978.80 83624.50 53354.30 418521.70 768130.00 -349608.30

Switzerland 68430.70 59268.50 -9162,20 24940.20 32894.90 -7954,70 75920.30 82456.60 -6536,30

Germany 34288.70 54071.50 19782,80 5245.30 37161,40 -31916,10 71985.30 65954.30 6031,00

France 18839,60 58205.90 39366.30 15744.10 11776,10 3968.00 50619.80 120077.10 -69457,30
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Canada 10020.70 18895.60 8874.90 5096.50

Czech 1098.50 15284.30 14185.80 16405.70

Imports Exports Net Exports Imports

Netherlands 4861.50 1664.80 -3196.70 16415.20

Italy 3433.50 15265.50 11832.00 2109.60

Bel-Lux 5283.10 3093.10 -2190.00 14392.20

Japan 32681.00 12185.00 -20496.00 6610.00

Australia 9671.90 4440.20 -5231.70 2165.70

Austria 3636.80 3558.70 -78.10 4735.80

Sweden 1517.40 1642.80 125.40 3212.80

Spain 16204.80 4033.10 -12171.70 2177.50

Korea 3127.60 752.00 -2375.60 5468.90

Denmark 1018.00 586.00 -432.00 2949.30

Poland 1111.00 621.00 -490.00 339.00

Norway 2278.80 719.80 -1559.00 306.40

Mexico 2236.20 1264.40 -971.80 992.40

New Zealand 2279.80 688.50 -1591.30 2287.30

Ireland 1849.30 242.70 -1606.60 79.30

Greece 380.30 21.90 -358.40 259.40

Hungary 75.00 285.00 210.00 45.00

Portugal 408.80 634.70 225.90 442.40

Finland 1559.70 119.00 -1440.70 121.70

Turkey 27.50 26.40 -1.10 16.10

Iceland 47.00 57.20 10.20 1.50

TOTAL 570917.10 572048.70 1131.60 324361.80

Source: OECD, 2001

7324.30 -2227.80

34835.00 -18429.30

Exports Net Exports

11150.30 5264.90

1052.70 1056.90

9607.70 4784.50

238.40 6371.60

6334.10 -4168.40

2514.90 2220.90

1145.80 2067.00

140.30 2037.20

0.10 5468.80

1197.50 1751.80

63.00 276.00

2945.40 -2639.00

438.80 553.60

2740.60 -453.30

0.00 79.30

68.50 190.90

114.00 -69,00

0.80 441.60

142.50 -20.80

3782.00 -3765.90

0.70 0.80

362946.00 -38584.20

20277.80 22344.50

262.60 1257.50

Imports Exports

11310.30 11344.30

7732.60 2853.90

33251.00 31868.10

52222.70 8129.30

35885.90 16599.90

8134.00 8225.80

3595.00 3121.30

9580.10 3539.20

3338.10 30.10

6916.30 21850.40

2358.00 4671.00

1571.20 587.10

3610.60 283.90

3475.40 321.00

1816.30 54381.10

487.70 6.00

367.00 35.00

95.60 52.40

76.70 75.40

2588.10 32.10

48.60 0.00

2075460.90 1495318.50

-2066.70 

-994.90 

Net Exports 

-34.00

4878.70

1382.90

44093.40

19286.00 

-91.80

473.70

6040.90

3308.00 

-14934.10 

-2313.00 

984.10

3326.70

3154.40 

-52564.80

481.70

332.00 

43.20 

1.30

2556.00 

48.60

580142.40

211



10. Imports and Exports of Paintings from OECD to the World (Average 1995-1998 and Total 1998) Ranked in Descending Order 

(USD thousand)

Country Country Exp.Av (95-98) Country Imports 1998 Country Exports 1998

Us 1943428.61 Us 1077950.44 Us 2382339.11 Us 2110800.27

UK 932706.91 UK 1038410.25 UK 1405173.62 UK 1130002.77

Switzerland 502667.50 Switzerland 421048.38 Switzerland 630824.46 Switzerland 446363.33

Japan 260199.77 Germany 336995.02 Germany 247694.96 Germany 371854.72

Germany 173308.23 France 295782.96 Japan 231943.98 France 317761.89

France 95431.10 Spain 39161.23 France 103803.65 Canada 58740.96

Spain 52497.05 Czech 36447.09 Netherlands 62472.32 Czech 57445.01

Czecli 40967.13 Italy 34522.20 Spain 53793.94 Netherlands 31538.06

Canada 34427.32 Canada 31259.28 Czech 38697.26 Italy 26872.36

Netherlands 31376.88 Bel-Lux 25558.95 Australia 35595.56 Bel-Lux 24583.03

Australia 29962.71 Netherlands 24505.20 Bel-Lux 33813.64 Japan 21746.21

Bel-Lux 29663.45 Poland 22815.25 Canada 30455.07 Australia 19443.63

Austria 28960.20 Australia 20209.37 Italy 22738.03 Austria 18285.81

Korea 23639.36 Austria 18139.69 Austria 17918.65 Sweden 16956.87

Italy 21219.76 Korea 17565.77 Mexico 11213.50 Spain 15526.15

Mexico 10998.97 Sweden 16157.09 Norway 5732.20 Korea 11958.79

Sweden 7759.53 Japan 15643.93 Finland 4655.33 Denmark 11732.50

Greece 7677.91 Denmark 12721.42 Greece 4383.50 Poland 8871.00

Norway 7525.51 Norway 9713.25 Sweden 3978.03 Non/vay 6788.01
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Ireland 4542.02 Mexico 6084.52 Korea 3073.61 Mexico 6558.34

Portugal 3115.93 Greece 5728.80 Ireland 2848.10 New Zealand 2532.80

Country Country Exp.Av (95-98) Country Imports 1998 Country Exports 1998

New Zealand 2432.94 Ireland 4233.03 New Zealand 2472.41 Ireland 2487.55

Finland 2428.43 New Zealand 2326.99 Denmark 2385.55 Greece 2324.73

Hungary 2390.25 Hungary 1672.75 Portugal 2220.02 Hungary 1966.00

Denmark 1803.90 Finland 1017.55 Poland 1892.00 Portugal 1204.50

Turkey 1228.32 Portugal 790.74 Turkey 736.25 Finland 837.16

Poland 1011.50 Turkey 286.95 Hungary 641.00 Turkey 193.97

Iceland 67.21 Iceland 11.49 Iceland 47.15 Iceland 38.55

Total 4253438.41 Total 3516759.59 Total 5343542.87 Total 4725414.95

Mean 151908.51 Mean 125598.56 Mean 190840.82 Mean 168764.82

Source: OECD, 2001

11. Paintings 1998: Imports of Paintings as Percentage of GDP, Imports of Paintings as a Percentage of Total Imports (World) and 

Imports of Paintings as Percentage of Total Paintings Imports in the OECD

Country lmp/Gdp% Country lmp.Ptgs/lmp.Total% Country Imp/I mpptgsOECD% Exp/Expptgsoecd

Austria 0.665328 Australia 3.919981 US 44.583500 44.669100

Australia 0.639211 Austria 2.094100 UK 26.296700 23.913300

Czech 0.416417 Poland 1.197019 Switzerland 11.805400 9.446000

Japan 0.375989 Iceland 0.759868 Japan 4.635400 7.869300

Bel-Lux 0.234944 New Zealand 0.378488 Germany 4,340600 6.724500

Finland 0.071944 Denmark 0.224781 France 1.942600 1.243100
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France

Ireland

Country

0.059760

0.048316

lmp/Gdp%

Finland

France

Country

0.192845 Spain 

0.131707 Czech 

lmp.Ptgs/lmp.Total% Country

1.169100 

1,006700

Imp/I mpptgsOECD%

1.215700

0.667400

Exp/Expptgsoecd

Turkey 0.041400 Czech 0.123795 Canada 0.724200 0.568700

Greece 0.029321 Bel-Lux 0.123004 Netherlands 0.666100 0.520200

Denmark 0.026348 Hungary 0.051256 Australia 0.632800 0.460200

Norway 0.007520 Mexico 0.031830 Bel-Lux 0.569900 0.411500

Hungary 0.003718 Ireland 0.018824 Austria 0.425500 0.387000

Poland 0.002229 Italy 0.008311 Korea 0.335300 0.358800

Italy 0.002091 Canada 0.008206 Italy 0.209900 0.328600

Korea 0.001808 Germany 0.008201 Mexico 0.107300 0.253100

Switzerland 0.001799 Switzerland 0.006673 Sweden 0.087100 0.248300

Sweden 0.001788 Japan 0.006145 Greece 0.082000 0.187700

Netherlands 0.001505 Portugal 0.006056 Norway 0.074400 0.143600

Portugal 0.001120 Greece 0.003996 Ireland 0.057500 0.138800

Spain 0.001106 Sweden 0.003715 Portugal 0.053300 0.053600

Mexico 0.000934 Spain 0.003459 New Zealand 0.046300 0.052600

Canada 0.000720 Norway 0.002796 Finland 0.044600 0.049200

Germany 0,000407 Netherlands 0.002362 Hungary 0.041500 0.041600

Iceland 0.000368 Korea 0.001739 Denmark 0.035400 0.025500

New Zealand 0.000295 Turkey 0.001603 Turkey 0.013800 0.017700

UK 0.000045 UK 0.000200 Poland 0.012000 0.004100

US 0.000001 US 0.000005 Iceland 0.000900 0.000800

Source: OECD, 2001
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12. Total Imports and Exports ( Average 1995-1998 and 1998) Ranked in Descending Order (USD thousand)

Country Av.lmp(95-98) Country Av.Exp (95-98) Country Imports 1998 Country Exports 1998

u s 850598556.74

Germany 456401013.37

Japan 326193333.60

UK 290838428.09

France 275888643.18

Italy 208975058.91

Canada 181755884.38

Netherlands 158792169.23

Bel-Lux 158392004.60

Korea 129967969.43

Spain 124141019.98

Mexico 99257225.29

Switzerland 78597999.70

Austria 66035955.36

Sweden 63246708.71

Australia 60354648.81

Denmark 45314314.89

Turkey 43463923.23

US 613043262.50

Germany 523209908.49

Japan 415836689.18

France 287955237.66

UK 258194815.96

Italy 240859471.35

Canada 197153365.27

Netherlands 174441470.00

Bel-Lux 170937403.99

Korea 130122033.55

Spain 102825691.08

Mexico 100629777.29

Sweden 81071856.35

Switzerland 79114460.84

Austria 58093930.19

Australia 57961624.78

Ireland 52447073.89

Denmark 49280209.24

US 944350145.94

Germany 471574719.47

UK 320334740.17

France 285769746.57

Japan 280633884.60

Italy 215593871.52

Canada 201371998,06

Bel-Lux 166669705.68

Netherlands 156754012.00

Spain 137200452.80

Mexico 125323803.90

Korea 93280938.52

Switzerland 80115398.20

Austria 67101539.15

Sweden 64186296.03

Australia 60774255.63

Poland 47027641.00

Denmark 46179832.79

US 680434730.19

Germany 543833068.30

Japan 388136219.80

France 300500395.57

UK 273416585.22

Italy 242102330.57

Canada 214607649.12

Bel-Lux 178651056.52

Netherlands 167636421.10

Korea 132302370.30

Mexico 117342752.80

Spain 111377478.80

Sweden 82494775.09

Switzerland 78919696.85

Ireland 64237017.70

Austria 60853894.01

Australia 55823279.89

Denmark 47920288,22
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Poland 38833928.75 Non/vay 45144325.70 Turkey 45934922.60 Finland 43210414.67

Ireland 37924015.13 Finland 41290133.44 Ireland 44361885.70 Nonway 40401861.89

Country Av,lmp(95-98) Country Av.Exp (95-98) Country Imports 1998 Country Exports 1998

Nonway 35458222.05 Poland 25308246.75 Norway 37477723.10 Czech 28305807.75

Portugal 35214951.07 Turkey 24520045.98 Portugal 37048484.91 Poland 28195492.00

Finland 30943924.96 Portugal 24047346.95 Finland 32395133.77 Turkey 26973978.35

Greece 27154748.46 Czech 22392219.12 Czech 30524233.90 Portugal 24217891.00

Czech 26477857.30 Hungary 17029200.75 Greece 28753583.01 Hungary 23005334.00

Hungary 19645645.00 New Zealand 13273814.93 Hungary 25673482.00 New Zealand 11945871.71

New Zealand 13921484.23 Greece 11037218.96 New Zealand 12497722.43 Greece 10765143.45

Iceland 2090543.22 Iceland 1870518.21 Iceland 2544242.07 Iceland 1931137.18

TOTAL 3885880177.64 TOTAL 3819091352,40 TOTAL 4061454395.51 TOTAL 3979542942.05

MEAN 138781434.92 MEAN 136396119.73 MEAN 145051942.70 MEAN 142126533.64

Source: OECD, 2001

13. Total Imports and Exports (World) as a Percentage of GDP 1998

Country lmp/Gdp% Country Exp/Gdp% Country lm/lmOECD% Country Ex/ExOECD%

Bel-Lux 62.07 Ireland 74,43 US 23.25153 US 17,09831

Czech 54.80 Bel-Lux 66,54 Germany 116,10983 Germany 13,66572

Hungary 54.62 Czech 50.82 UK 78,87194 Japan 9.75329

Ireland 51.40 Hungary 48.95 France 70,36144 France 7,55113

Netherlands 40.06 Netherlands 42.84 Japan 69,09690 UK 6,87055

Canada 33.66 Korea 41.72 Italy 53,08293 Italy 6,08367

Portugal 33.41 Canada 35.87 Canada 49,58126 Canada 5.39277
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Austria

Iceland

Country

31.77

31,41

lmp/Gdp%

Sweden

Finland

Country

34.69

33.42

Exp/Gdp%

Bel-Lux

Netherlands

Country

41.03696 

38.59554 

lm/lmOECD%

Bel-Lux

Netherlands

Country

4.48924

4.21245

Ex/ExOECD%

Switzerland 30.49 Switzerland 30.03 Spain 33.78112 Korea 3.32456

Mexico 29.78 Austria 28.81 Mexico 30.85688 Mexico 2.94865

Poland 29.52 Mexico 27.88 Korea 22.96738 Spain 2.79875

Korea 29.42 Denmark 27.59 Switzerland 19.72579 Sweden 2.07297

Sweden 26.99 Norway 27.48 Austria 16.52156 Switzerland 1.98313

Denmark 26.59 Germany 25.29 Sweden 15.80377 Ireland 1.61418

Norway 25.50 Iceland 23.84 Australia 14.96367 Austria 1.52917

Finland 25.05 New Zealand 22.58 Poland 11.57902 Australia 1.40276

Greece 23.68 Portugal 21.84 Denmark 11,37027 Denmark 1.20417

New Zealand 23.63 France 20.77 Turkey 11,30997 Finland 1.08581

Spain 23.41 Italy 20.33 Ireland 10,92266 Non/vay 1.01524

Turkey 22.93 UK 19.39 Non/vay 9.22766 Czech 0.71128

UK 22.71 Spain 19,01 Portugal 9.12198 Poland 0.70851

Germany 21.93 Poland 17.70 Finland 7.97624 Turkey 0.67782

France 19.75 Australia 14,98 Czech 7.51559 Portugal 0,60856

Italy 18.10 Turkey 13,47 Greece 7.07963 Hungary 0.57809

Australia 16.31 Japan 10,19 Hungary 6.32125 New Zealand 0.30018

US 10.82 Greece 8,87 New Zealand 3.07715 Greece 0.27051

Japan 7.37 US 7,80 Iceland 0.62644 Iceland 0.04853

Source:OECD,2000
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APPENDIX B

Section B.1: Sources for State Subsidy Data (Chapter Four)

Country______ Category______________
Austria Museums and Collection

Belgium Budgetary Means To Back Up
Flemish Speaking Cultural 
Museums AND Government 
funding of French public, private 
and conventional museums in 
Belgium

Denmark State, Counties and 
municipalities support to 
museums

Finland Total Expenditure on museums:
Cultural/ Historic museums and 
Fine art Museums

France Ministry Of Culture Budget
Breakdown
(Capital And Revenue): 
Museums / Visual Arts

Source_________________________________
Kulturdokumentation (1996) Cultural Policy 
and Cultural Administration. Osterreichische 
Kulturdokumentation. Vienna 
Ministry of Flanders (1999) Visual Arts 
Manual. Jan Verlinden. Brussels AND 
Francois Mairesse (1999) La Politique des 
musees en Communaute francaise. CRISP. 
Brussels.

Helvin Host, Special Adviser, Danish 
Ministry of Culture (1999) Copenhagen.

National Board of Antiquities Finland (1999) 
Museotilasto 1998. NBA. Finland

Arts Council of England (1998) International 
Spending on the Arts in 11 Countries. ACE. 
London

Figures__________________________________
1993 figures inflated to 1998: 21.34 million 
ATS (1 ATS= 0.07 Euro)

1998 figures: 274.2 million BEF (1 BEF= 0.02 
Euro)

1998 figures: 759 million DK (1 DK= 0.13 
Euro)

1998 figures: 83.2 million FIM (1FIM =0.17)

1995 figures inflated to 1998: 2808 million 
FRF (1 FRF = 0.15 Euro)
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Germany Total Public Expenditure On 
Culture By Definition: Museums/ 
Collections/ Exhibitions

Greece Expenditure on museums

Ireland Total Expenditure on museums

Italy Total Museum Spending

Luxembourg Cultural Budget for the National 
Museum of History and the Arts 
and Museum of Natural History

Netherlands Net Expenditure On Culture By 
All 3 Levels Of Government : 
Museums

Portugal Value paid by the state in 
subsidies to museums

Spain Consolidated Budget Of The 
Spanish Public Administrations: 
Museums

Sweden Central Government, County 
Council And Municipalities 
Expenditure On Arts: Museums 
And Exhibitions

United Main Arts Funding Departments
Kingdom In The UK : Total Spending On 

Culture: Museums And Galleries

Arts Council of England (1998)

Greek Ministry of Finance, Accounting 
Division
Department of Arts, Culture and the 
Gaeltacht (1999)
Ministero per i Beni e le Attivita Culturali 
(2000)
Kulturdokumentation (1996) Cultural Policy 
and Cultural Administration. Osterreichische 
Kulturdokumentation. Vienna 
Arts Council of England (1998)

Institiuto Nacional de estatistica (1999) Fax 
Message 06/01/99. Lisbon

Bonet et al. (1994) Estimacion del gasto 
publico en cultura en Espana. Ano 1993. 
Centre d’Estudis de Planifacio. Barcelona 
Arts Council of England (1998)

Arts Council of England (1998)

1993 figures inflated to 1998: 2432 million 
DM (1 DM = 0.51 Euro)

1998 figures: 500 million GRD (1 GRD= 
0.003 Euro)
1999 figures deflated to 1998: 8.9 million lEP 
(1 IEP=1.27 Euro)
2000 figures deflated to 1998 (494 948 
million ITL) (1ITL = 0.0005 Euro)
1993 figures inflated to 1998: 201 million LUF 
( 1 LUF =0.02 )

1995 figures inflated to 1998: 422 million 
NLG (1 NLG = 0.45 Euro)

1995 figures inflated to 1998: 5315 million 
PTE ( 1 PTE = 0.005 Euro)

1993 figures inflated to 1998: 43059 million 
ESP(1 ESP= 0.006 Euro)

1993 figures inflated to 1998 :804 million 
SEK(  1 SEK = 0.11 Euro)

1995 figures inflated to 1998: 231 million 
GBP ( 1 GBP= 1.42 Euro)

Note: All figures converted to 1998 (year end) using OECD Consumer Price Index (1995=100) taken from "OECD Main Economic Indicators, June 2001" 

from http://www.oecd.org/std/mei.htm. All figures converted from member states currencies to Euro using rates for 1/1/99 taken from "Euro Conversion Rates" 

from http://www.Europa.eu.int/euro/html/home5.html.
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Section B.2: Trade in Works of Art in the EU Member States 

(Million Euro) 1999

A. Paintings (Million Euro) 1999

Intra-EU Extra-EU Total Intra As 

%Total

Import Export Import Export Import export impt expt

Austria 12.50 8.50 9.00 9.60 21.50 18.10 58.00 47.00

Belgium 1.20 2.50 9.50 25.10 10.70 27.60 11.00 9.00

Denmark 0.40 4.20 0.90 3.90 1.30 8.10 31.00 52.00

Finland 0.10 0.20 0.60 0.70 0.70 0.90 14.00 22.00

France 13.60 19.80 85.90 294.70 99.50 314.50 14.00 6.00

Germany 11.50 11.80 128.00 289.10 139.50 300.90 8.00 4.00

Greece 0.70 0.05 5.30 4.80 6.00 4.80 12.00 1.00

Ireland 0.60 0.02 41.00 0.60 41.60 0.60 1.00 0.03

Italy 5.70 7.00 12.40 18.10 18.10 25.10 32.00 28.00

Lux.Bg 0.30 0.20 0.60 0.10 0.90 0.30 33.00 67.00

Ndlds. 1.40 0.30 21.50 22.20 22.90 22.50 6.00 1.00

Portugal 1.10 0.01 0.70 0.60 1.80 6.10 61.00 0.02

Spain 6.90 5.30 24.90 10.30 31.80 15.60 22.00 34.00

Sweden 21.50 0.50 46.20 33.10 67.70 33.60 32.00 1.00

UK 60.10 37.40 100.40 1003.00 160.50 1040.40 37.00 4.00

Total 137.60 97.78 486.90 1715.90 624.50 1813.70 22.00 27.00

Source: Eurostat, 2000
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B. Sculptures (Million Euro) 1999

Intra-EU Extra-EU Total Intra As %Tot

Import Export Import Export import export import export

Austria 1.30 1.90 1.70 1.80 3.00 3.70 43.00 51.00

Belgium 0.60 0.07 3.10 3.80 3.70 3.90 16.00 2.00

Denmark 0.03 0.04 0.40 0.50 0.40 0.50 7.00 7.00

Finland 0.20 0.20 0.20 0.04 0.40 0.20 50.00 83.00

France 3.70 4.30 17.40 50.90 21.10 55.20 18.00 8.00

Germany 3.10 4.30 24.40 75.40 27.50 79.70 11.00 5.00

Greece 0.04 0.00 0.60 0.20 0.60 0.20 6.00 0.00

Ireland 2.20 0.02 0.20 0.20 2.40 0.20 92.00 9.00

Italy 1.00 3.20 8.10 15.70 9.10 18.90 11.00 17.00

Luxbg 0.20 0.00 0.20 0.20 0.40 0.20 50.00 0.00

Ndlds. 0.04 0.07 5.80 0.07 5.80 0.10 0.70 50.00

Portugal 0.01 0.00 0.10 0.02 0.10 0.02 9.00 0.00

Spain 0.40 0.80 5.50 1.90 5.90 2.70 7.00 30.00

Sweden 30.80 0.40 14.60 1.30 45.40 1.70 68.00 24.00

UK 4.20 10.40 85.50 137.10 89.70 147.50 5.00 7.00

Total 47.82 25.70 167.80 289.13 215.60 314.80 22.00 8.00

Source: Eurostat, 2000
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C. Collections (Million Euro) 1999

Intra-EU Extra-EU Total Intra As —
1

O

Import Export Import Export Import Export Import Export

Austria 1.70 1.50 3.00 1.50 4.70 3.00 36.00 0.50

Belgium 3.80 1.20 4.50 4.90 8.30 6.10 46.00 20.00

Denmark 0.30 0.80 3.20 0.40 3.50 1.20 9.00 67.00

Finland 0.01 0.01 0.08 0.10 0.10 0.10 11.00 9.00

France 0.60 1.00 8.50 8.10 9.10 9.10 6.00 11.00

Germany 0.50 1.80 36.60 28.00 37.10 29.80 1.30 6.00

Greece 0.40 0.20 0.10 0.05 0.50 0.20 80.00 80.00

Ireland 0.20 0.01 0.03 0.20 0.20 0.20 87.00 5.00

Italy 3.10 2.60 1.60 0.60 4.70 3.20 66.00 81.00

Luxbg 0.00 0.00 0.06 0.00 0.10 0.00 0.00 0.00

Ndlds. 4.10 0.06 19.90 5.00 24.00 5.10 17.00 1.00

Portugal 0.40 0.00 0.40 0.10 0.80 0.10 50.00 0.00

Spain 0.50 0.00 4.80 0.02 5.30 0.02 9.00 0.00

Sweden 0.10 0.01 4.30 0.01 4.40 0.02 2.00 50.00

UK 2.00 3.70 183.20 102.40 185.20 106.10 1.00 3.00

Total 17.71 12.89 270.27 151.34 287.98 164.23 6.00 8.00

Source: Eurostat, 2000
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D. Collages (Million Euro) 1999

Intra-EU Extra-EU Total Intra As %Tot

Import Export Import Export Import Export Import Export

Austria 0.40 0.06 0.20 0.20 0.60 0.30 67.00 23.00

Belgium 0.20 0.20 0.40 1.10 0.60 1.30 33.00 15.00

Denmark 0.01 0.01 0.09 0.20 0.10 0.20 10.00 5.00

Finland 0.03 0.00 0.20 0.60 0.20 0.60 13.00 0.00

France 1.20 1.70 0.80 1.70 2.00 3.40 60.00 50.00

Germany 2.30 0.20 4.30 3.10 6.60 3.30 35.00 6.00

Greece 0.30 1.00 0.10 0.30 0.40 1.30 75.00 77.00

Ireland 0.40 0.00 0.50 48.60 0.90 48.60 44.00 0.00

Italy 0.90 0.50 0.30 0.80 1.20 1.30 75.00 38.00

Luxbg 0.40 0.00 0.04 0.00 0.40 0.00 91.00 0.00

Ndlds. 0.02 0.00 0.40 0.00 0.40 0.00 5.00 0.00

Portugal 0.20 0.00 0.07 0.01 0.30 0.01 74.00 0.00

Spain 0.10 0.06 0.70 2.00 0.80 2.10 12.00 3.00

Sweden 0.01 0.03 0.40 5.30 0.40 5.30 2.00 1.00

UK 2.70 1.90 19.60 20.50 22.30 22.40 12.00 8.00

Total 9.17 5.66 28.10 84.41 37.30 90.10 25.00 6.00

Source: Eurostat, 2000
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E. Engravings {Million Euro) 1999

Intra-EU Extra-EU Total Intra As %Tot

Import Export Import Export Import Export Import Export

Austria 1.50 1.60 0.01 0.09 1.50 1.70 99.00 95.00

Belgium 0.20 1.10 1.00 0.40 1.20 1.50 17.00 73.00

Denmark 0.01 0.20 0.20 0.30 0.20 0.50 5.00 40.00

Finland 0.00 0.02 0.04 0.03 0.04 0.05 0.00 40.00

France 0.90 4.20 0.90 11.90 1.80 16.10 50.00 26.00

Germany 2.00 0.80 2.00 20.70 22.70 21.50 9.00 4.00

Greece 0.10 0.10 0.01 0.40 0.10 0.50 91.00 20.00

Ireland 0.03 0.00 0.07 0.10 0.10 0.10 30.00 0.00

Italy 0.90 1.10 0.40 1.90 1.30 3.00 69.00 37.00

Luxbg 0.20 0.00 0.00 0.00 0.20 0.00 100.00 0.00

Ndlds. 0.20 0.00 1.80 0.60 2.00 0.60 10.00 0.00

Portugal 0.20 0.00 0.09 0.00 0.30 0.00 69.00 0.00

Spain 0.10 0.20 0.50 0.30 0.60 0.50 17.00 40.00

Sweden 0.04 0.05 0.20 0.90 0.20 0.95 17.00 5.00

UK 3.20 4.80 16.90 38.90 20.10 43.70 16.00 11.00

Total 9.58 14.17 24.12 76.52 33.70 90.69 28.00 16.00

Source: Eurostat, 2000

Section B.3: Descriptive Statistics (Chapter Four)

Variable Units Mean Std. Dev. percentiles
5 25 75 95

Trade in paintings 1000 ECU 584.95 1556.72 0 .33 290 3628.33
Trade in sculptures 1000 ECU 102.54 282.18 0 0 43.67 556.33
Trade in collections 1000 ECU 38.05 125.72 0 0 14.67 185.33
GDP bn US $ 598,89 649.44 70.13 123.5 1149.03 2289.23
Distance km 1247854 1671059 1055.2 428281 1683032 2479649
Contiguity dummy 0.15 0.36 0 0 0 1

categ. var. 1.64 1.04 0 1 3 3
Export restrictions

dummy 0.43 0.50 0 0 1 1
Droit de Suite
Tax incentives categ. var. 1.8 0.9 0 1.5 2.5 3
Subsidies per GDP DM/$ 0.59 0.34 0.057 0.35 0.92 1.27
Import VAT Diff. %-points 0 7.38 -12 -4.5 4.5 12
VAT at the margin 0//o 19.56 3.041804 15 17.5 21 25

Original data (not in logs), 182 observations each
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Section B.4: Results of Regression Analysis for Works of Art (Chapter 

Four)

1. G ravity  M odel fo r Paintings:

a. Basic Model

Intrade 1 Coef. Std. Err. t P>ltl
conting 1.77 0.13 4.14 0.00
lang 0.95 0.65 1.47 0.14
Indist -0.03 0.05 -0.71 0.48
Ingdpx 1.59 0.13 12.46 0.00
Ingdpm 1.07 0.13 8.08 0.00
remote -0.02 0.03 -0.64 0.52
cons -21.30 14.61 -1.46 0.15
182 observations, R-squared =0.63, F (6, 175)= 99.91, Mean vif =1.16 (individual vif 

all < 10.00) RESET: F (3,172)=2.22

b. Extended M odel

Intrade coef Std. error t P>(t)
conting 2.00 0.46 4.38 0.00
Lang 0.79 0.64 1.25 0.21
Indist -0.06 0.05 -1.21 0.23
Lngdpx 1.91 0.21 9.20 0.00
Lngdpm 0.83 0.17 4.95 0.00
remexcl -0.01 0.06 -0.22 0.83
Exrest 0.18 0.18 1.01 0.32
Vatmarg 0.25 0.09 2.76 0.01
Ingdppcx -1.38 1.06 -1.30 0.20
Lngdppcm 0.54 0.75 0.73 0.47
Taxm 0.48 0.16 3.10 0.00
Subsm 0.35 0.36 0.97 0.33
Subsx 1.16 0.46 2.52 0.01
Ivatdiff 0.03 0.03 1.08 0.28
Ddsdumx 1.06 0.37 -2.90 0.00
cons -22.30 24.70 -0.90 0.37
182 observations, R-squared =0,70, F (15,166)= 44.31, Mean vif =2.98 , RESET: 

F(3,163)=8.56
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c. Extended Model- without per capita income

Intrade coef Std. error t P>(t)
conting 2.0 0.44 4.56 0.00
Lang 0.76 0.64 1.19 0.24
Indist -0.05 0.05 -0.98 0.33
Lngdpx 1.74 0.15 11.53 0.00
Lngdpm 0.91 0.15 6.29 0.00
remexcl -0.02 0.03 -0.63 0.53
Exrest 0.02 0.15 0.14 0.89
Vatmarg 0.18 0.06 2.70 0.01
Taxm 0.41 0.13 3.19 0.00
Subsm 0.42 0.36 1.15 0.25
Subsx 0.75 0.35 2.16 0.03
Ivatdiff 0.03 0.03 1.23 0.22
Ddsdumx -1.28 0.36 -3.59 0.00
cons -26.45 15.75 -1.68 0.10
182 observations, R-squared =0.70, F (13, 168)= 49.42, Mean vif =1.72, RESET: F 

(3, 165)=8.14

d. Extended Model with London dummy

Intrade coef Std. error t P>(t)
conting 2.25 0.44 5.14 0.00
Lang 0.46 0.73 0.63 0.53
Indist -0.10 0.05 -2.00 0.05
Lngdpx 1.56 0.23 6.75 0.00
Lngdpm 0.79 0.16 5.03 0.00
remexcl -0.03 0.06 -0.51 0.61
Exrest -0.15 0.21 -0.72 0.47
Vatmarg 0.19 0.08 2.31 0.02
Ingdppcx -1.02 1.01 -1.00 0.32
Lngdppcm 0.37 0.73 0.50 0.61
Taxm 0.39 0.15 2.62 0.01
Subsm 0.65 0.37 1.77 0.08
Subsx 1.40 0.42 3.31 0.00
Ivatdiff 0.05 0.03 1.98 0.05
Ddsdumx -0.57 0.38 -1.48 0.14
london 1.65 0.55 3.03 0.00
cons -26.70 24.53 -1,09 0.28
182 observations, R-squared =0.72, F (15,166)= 52.40 Mean vif =2.86, RESET: F 

(3,163)=5.15
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e. Refined Extended Model

in tradel Coef. Std. Err. t P>ltl
Conting 2.4 0.40 5.90 0.00
Lndist -0.07 0.05 -1.53 0.13
Lngdpx 1.51 0.16 9.35 0.00
Lngdpm 0,82 0.13 6.07 0,00
Vatmarg 0.15 0.06 2.38 0.02
ivatdiff 0.04 0.02 1.65 0,10
Taxm 0.32 0.12 2.75 0.01
Subsm 0.67 0.38 1.77 0.08
Subsx 1.07 0.34 3.11 0.00
Ddsdumx -0.88 0.34 -2.62 0.01
London 1.51 0.45 3.34 0.00
constant -14.14 1.99 -7.12 0.00
182 observations, R-squared =0.64, F (11,170)= 64.62, Mean vif =1.64 

(3,167)=6.94

f. Model with actual droit de suite (per cent)

Intrade coef Std. error t P>(t)
conting
Lang 0.46 0.73 0.63 0.53
lndist -0.10 0.05 -1.97 0,05
Lngdpx 1.51 0.22 6.74 0,00
Lngdpm 0.78 0.16 4.89 0,00
remexcl -0.02 0.06 -0.39 0,70
Exrest -0.14 0.21 -0.65 0.52
Vatmarg 0.18 0.08 2.20 0.03
Ingdppcx -1.01 1.03 -0.98 0.33
Lngdppcm 0.43 0.74 0.59 0.56
Taxm 0.39 0.15 2.64 0.01
Subsm 0,65 0.37 1.76 0.08
Subsx 1,48 0.41 3.62 0.00
Ivatdiff 0,05 0.03 1.91 0.06
London 1,70 0.54 3.15 0.00
Ddsxl -0,10 0.08 -1.20 0.23
Cons -23,65 25.13 -0.94 0.35
182 observations, R-squared =0.72, F (16, 165)= 48.65, IVIean vif =3.08 , RESET: 

F(3,162)=6.60
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g. Mode! witin average droit de suite

intrade coef Std. error t P>(t)
conting 2.25 0.44 5.14 0.00
Lang 0.46 0.73 0.63 0.53

Indist -0.10 0.05 -2.00 0.05
Lngdpx 1.56 0.23 6.75 0.00
Lngdpm 0.79 0.16 5.03 0.00
remexcl -0.03 0.06 -0.51 0.61
Exrest -0.15 0.21 -0.72 0.47
Vatmarg 0.19 0.08 2.31 0.02
Ingdppcx -1.02 1.01 -1.00 0.32
Lngdppcm 0.37 0.73 0.50 0.61
Taxm 0.39 0.15 2.62 0.01
Subsm 0.65 0.37 1.77 0.08
Subsx 1.40 0.42 3.31 0.00
ivatdiff 0.05 0.03 1.98 0.05
London 1.65 0.55 3.03 0.00
Ddsi -0.11 0.08 -1.48 0.14
cons -26.70 24.53 -1.09 0.28
182 observations, R-squared =0.70, F (15,166)= 44.31, Mean vif =2.£

F(3,163)=8.56

h. P rob it regression

dichotom Coef. Std. Err. z P>z

conting 1.39 0.81 1.72 0.09
Indist -0.13 0.08 -1.57 0.12
lngdpm 0.41 0.21 1.98 0.05
lngdpx 0.87 0.21 4.15 0.00
Ingdppcx 0.36 0.89 0.41 0.68
lngdppcm -0.08 0.92 -0.08 0.93
taxm 0.25 0.20 1.30 0.19
exrest -0.27 0.23 -1.15 0.25
Subsm 1.03 0.48 2.13 0.03
subsx 0.68 0.57 1.20 0.23
ivatdiff 0.06 0.03 2.31 0.02
ddsdumx -0.17 0.50 -0.35 0.73
remexcl -0.06 0.06 -1.01 0.31
_cons -35.97 26.49 -1.36 0.17
Pseudo R- squared=0.47
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2. Gravity Model for Sculptures:

a. Basic Model

Intrade 1 Coef. Std. Err. t P>ltl
conting 1.20 0.47 2.55 0.01
lang 0.87 0.70 1.25 0.21
Indist - 0.03 0.04 - 0.83 0.41
Ingdpx 0.69 0.11 6.48 0.00
Ingdpm 0.62 0.12 5.31 0.00
remote - 0.04 0.02 - 1.53 0.13
cons - 22.74 11.19 - 2.03 0.04
182 observations, R-squared =0.44, F (6, 175)= 28.47 Mean vif =1.16 (individual vif 

all < 10.00) RESET: F (3,172)=1.63

b. Extended Model

Intrade coef Std. error t P>(t)
conting 1.35 0.44 3.03 0.00
Lang 0.80 0.68 1.19 0.24
Indist - 0.02 0.04 - 0.42 0.67
Lngdpx 0.76 0.19 4.02 0.00
Lngdpm 0.78 0.15 5.32 0.00
remexcl - 0.09 0.04 - 1.98 0.05
Exrest - 0.01 0.15 - 0.08 0.93
Vatmarg 0.12 0.08 1.51 0.13
Ingdppcx 0.63 0.83 - 0.76 0.45
Lngdppcm - 1.26 0.58 - 2.16 0.03
Taxm 0.03 0.14 0.22 0.83
Subsm 0.39 0.27 1.42 0.16
Subsx 0.45 0.37 1.23 0.22
Ivatdiff 0.04 0.02 2.04 0.04
Ddsdumx - 0.18 0.32 - 0.55 0.58
cons - 44.03 18.57 - 2.37 0.02
182 observations, R-squared =0.50 F (15,166)= 13.54, Mean vif =3.13 , RESET: 

F(3,163)=5.10
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c. Extended Model- without per capita income

Intrade coef Std. error t P>(t)
conting 1.17 0.45 2.62 0.01

Lang 0.89 0.69 1.29 0.20

Indist - 0.05 0.04 - 1.06 0.29
Lngdpx 0.66 0.14 4.54 0.00
Lngdpm 0.62 0.13 4.75 0.00
remexcl - 0.02 0.03 - 0.68 0.50
Exrest 0.06 0.14 0.42 0.68
Vatmarg 0.09 0.05 1.58 0.12
Taxm 0.20 0.12 1.75 0.08
Subsm 0.31 0.26 1.19 0.24
Subsx 0.36 0.30 1.19 0.24
Ivatdiff 0.04 0.02 2.35 0.02
Ddsdumx - 0.17 0.32 - 0.55 0.59
cons - 16.65 12.43 - 1.34 0.18
182 observations, R-squared =0.49, F (13,168)= 15.23, Mean vif =1.44, RESET: F 

(3,167)=2.19

d. Extended Model with London dummy

Intrade coef Std. error t P>(t)
conting 1.50 0.44 3.38 0.00

Lang 0.59 0.73 0.82 0.41

Indist - 0.04 0.04 - 0.94 0.35
Lngdpx 0.54 0.20 2.69 0.01
Lngdpm 0.75 0.15 5.18 0.00
remexcl - 0.09 0.04 - 2.16 0.03
Exrest - 0.21 0.16 - 1.31 0.19
Vatmarg 0.07 0.07 1.00 0.32
Ingdppcx - 0.34 0.82 - 0.41 0.68
Lngdppcm - 1.34 0.56 - 2.36 0.02
Taxm - 0.02 0.13 - 0.11 0.91
Subsm 0.57 0.26 2.21 0.03
Subsx 0.56 0.38 1.49 0.14
Ivatdiff 0.05 0.02 2.87 0.01
Ddsdumx 0.10 0.35 0.28 0.78
london 0.94 0.51 1.83 0.07
cons - 45.78 18.40 - 2.49 0.01

182 observations, R-squared =0.52, F (16,165)= 12.85 Mean vif =3.23, RESET: F 

(3,162)=5.16
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e. Refined Extended Model

Intrade 1 Coef. Std. Err. t P>ltl
Conting 1.49 0.40 3.71 0.00
Lndist -0.07 0.04 -1.55 0.12
Lngdpx 0.51 0.15 3.29 0.00
Lngdpm 0.56 0.12 4,61 0,00
Vatmarg 0.07 0.05 1.30 0,20
ivatdiff 0.05 0.02 2.88 0.01
Taxm 0.17 0.11 1.53 0.13
Subsm 0.49 0.26 1.92 0.06
Subsx 0.54 0.32 1.67 0.10
Ddsdumx 0.10 0.32 0.31 0,76
London 0.85 0.47 1.82 0.07
constant -6.68 1.81 -3.70 0.00
182 observations, R-squared =0.64, F (11,170)= 

(3,167)=6.94

64.62, Mean vif =1.64

f. Model with actual droit de suite (per cent)

Intrade coef Std. error t P>(t)
conting 1.50 0.44 3.38 0.00
Lang 0.60 0.72 0.83 0,41
lndist -0.04 0.04 -1.01 0,32
Lngdpx 0.53 0.19 2.76 0.01
Lngdpm 0.76 0.15 5.17 0.00
remexcl -0.10 0.05 -2.15 0.03
Exrest -0.22 0.16 -1.38 0.17
Vatmarg 0.07 0.07 0.97 0.33
Ingdppcx -0.40 0.83 -0.48 0.63
Lngdppcm -1.37 0.57 -2.40 0.02
Taxm -0.02 0.13 -0.14 0.89
Subsm 0.58 0.26 2.28 0.02
Subsx 0.57 0.36 1.57 0.12
Ivatdiff 0.05 0.02 2.93 0.00
london 0.97 0.51 1.90 0.06
D dsxl 0.04 0.07 0.52 0.60
cons -47.15 19.09 -2.47 0.02
182 observations, R-squared =0.52, F (16,165)= 12.84, Mean vif =3.24 , RESET: 

F(3,162)=5.12
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g. Model with average droit de suite

Lntrade coef Std. error t P>(t)
Conting 1.50 0.44 3.38 0.00
Lang 0.59 0.73 0.82 0.41

Lndist -0.04 0.04 -0.94 0.35
Lngdpx 0.54 0.20 2.69 0.01
Lngdpm 0.75 0.15 5.18 0.00
remexcl -0.09 0.04 -2.16 0.03
Exrest -0.21 0.16 -1.31 0.19
Vatmarg 0.07 0.07 1.00 0.32
Ingdppcx -0.34 0.82 -0.41 0.68
Lngdppcm -1.34 0.56 -2.36 0.02
Taxm -0.02 0.13 -0.11 0.91
Subsm 0.57 0.26 2.21 0.03
Subsx 0.56 0.38 1.49 0.14
Ivatdiff 0.05 0.02 2.87 0.01
london 0.94 0.51 1.83 0.07
D dsi 0.02 0.07 0.28 0.78
cons -45.78 18.40 -2.49 0.01
182 observations, R-squared =0.52, F (16,165)= 12.85, Mean vif =3.23, RESET: F 

(3,162)=5.16

I. Probit regression

dichotom Coef. Std. Err. 2 P>z

conting 2.45 0.93 2.64 0.01
lang -1.68 1.28 -1.31 0.19
lndist -0.14 0.06 -2.28 0.02
lngdpm 0.72 0.21 3.47 0.00
lngdpx 0.61 0.16 3.69 0.00
Ingdppcx 0.66 0.81 0.82 0.41
lngdppcm 0.00 0.80 0.00 1.00
taxm 0.11 0.18 0.63 0.53
ex rest -0.21 0.19 -1.12 0.26
Subsm 0.31 0.42 0.72 0.47
Subsxl 0.60 0.45 1.34 0.18
ivatdiff 0.10 0.03 3.21 0.00
ddsdumx 0.35 0.39 0.91 0.36
remexcl -0.06 0.06 -1.09 0.28
cons -36.41 23.72 -1.53 0.13
Pseudo R- squared=0.47
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3. Gravity Model for Antiques:

a. Basic Model

Intradel Coef. Std. Err. t P>ltl
conting 1.29 0.52 2.50 0.01
lang 1.72 0.75 2.29 0.02
Indist -0.07 0.04 -1.52 0.13
Ingdpx 1.21 0.13 9.21 0.00
Ingdpm 0.96 0.15 6.58 0.00
remote -0.18 0.02 -7.17 0.00
cons -90.19 11.33 -7.96 0.00
182 observations, R-squared =0.56, F (6, 174)= 58.53, Mean vif =1.16 (individual vif 

all < 10.00) RESET: F (3,171)=5.40

b. Extended Model

Intrade coef Std. error t P>(t)
conting 1.36 0.39 3.53 0.00
Lang 1.83 0.54 3.35 0.00
Indist -0.02 0.05 -0.38 0.71
Lngdpx 1.75 0.21 8.43 0.00
Lngdpm 0.89 0.16 5.67 0.00
remexcl -0.10 0.05 -2.00 0.05
Exrest -0.94 0.17 -5.55 0.00
Vatmarg 0.41 0.09 4.75 0.00
Ingdppcx -1.64 0.96 -1.71 0.09
Lngdppcm -0.13 0.70 -0.19 0.85
Taxm 0.21 0.16 1.31 0.19
Subsm -0.38 0.34 -1.14 0.26
Subsx 0.85 0.43 1.96 0.05
Ivatdiff 0.01 0.02 0.30 0.76
Ddsdumx -0.68 0.33 -0.03 0.04
cons -60.52 20.15 -3.00 0.00
182 observations, R-squared =0.70, F (15,165)= 43.64, Mean vif =3.14 , RESET: 

F(3,162)=11.4S
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c. Extended Model- without per capita income

Intrade coef Std. error t P>(t)
conting 1.31 0.39 3.37 0.00
Lang 1.80 0.52 3.47 0.00
Indist -0.02 0.04 -0.45 0.65
Lngdpx 1.53 0.14 10.67 0.00
Lngdpm 0.89 0.13 6.70 0.00
remexcl -0.07 0.03 -2.43 0.02
Exrest -0.82 0.15 -5.63 0.00
Vatmarg 0.31 0.06 5.42 0.00
Taxm 0.22 0.12 1.90 0.06
Subsm -0.33 0.34 -0.98 0.33
Subsx 0.40 0,36 1.10 0.27
Ivatdiff 0.01 0.02 0.62 0.53
Ddsdumx -0.86 0.31 -0.79 0.01
cons -50.38 12.88 -3.91 0.00
182 observations, R-squared - 0 .72, F (13,167)= 44.31, Mean vif =1.44, RESET: F 

(3,166)=6.20

d. Extended Model with London dummy

Intrade Coef Std. error t P>(t)
conting 1.72 0.36 4.80 0.00
Lang 1.34 0.48 2.80 0.01
Indist -0.07 0.04 -1.62 0.11
Lngdpx 1.23 0.22 5.68 0.00
Lngdpm 0.84 0.15 5.64 0.00
remexcl -0.11 0.05 -2.42 0.02
Exrest -0.47 0.19 -2.53 0.01
Vatmarg 0.31 0.08 3.67 0.00
Ingdppcx 0.94 0.90 -1.05 0.30
Lngdppcm -0.28 0.67 -0.41 0.68
Taxm 0.10 0.15 0.68 0.50
Subsm 0.05 0.31 0.15 0.88
Subsx 1.11 0.40 2.75 0.01
Ivatdiff 0.04 0.02 1.88 0.06
Ddsdumx -0.01 0.33 -0.02 0.99
london 2.25 0.43 5.19 0.00
cons 64.32 19.69 -3.27 0.00

182 observations, R-squared =0.77, F (16,164)= 60.44 Mean vif =3.24 , RESET: 

F(3,161)=7.21
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e. Refined Extended Model

Intrade 1 Coef. Std. Err. t P>ltl
Conting 2.04 0.37 5.60 0.00
Lndist -0.14 0.05 -3.18 0.00
Lngdpx 0.84 0.14 5.87 0.00
Lngdpm 0.81 0.13 6.06 0.00
Vatmarg 0.25 0.06 4.57 0.00
ivatdiff 0.08 0.02 3.81 0.00
Taxm 0.11 0.12 0.95 0.34
Subsm 0.54 0.37 1.47 0.14
Subsx 1.30 0.38 3.39 0.00
Ddsdumx 0.59 0.31 0.93 0.06
London 3.18 0.40 7.97 0.00
constant -12.04 1.83 -6.56 0.00
182 observations, R-squared =0.71, F (11,169)= 59.93, Mean vif =1.62 

(3,166)=3.40

f. Model with actual droit de suite (per cent)

Intrade coef Std. error t P>{t)
conting 1.72 0.36 4.82 0.00
Lang 1.33 0.48 2.80 0.01
lndist -0.07 0.04 -1.57 0.12
Lngdpx 1.24 0.21 5.91 0.00
Lngdpm 0.83 0.15 5.62 0.00
remexcl -0.11 0.05 -2.39 0.02
Exrest -0.48 0.19 -2.56 0.01
Vatmarg 0.31 0.08 3.80 0.00
Ingdppcx -0.91 0.91 -1.00 0.32
Lngdppcm -0.27 0.67 -0.40 0.69
Taxm 0.10 0.15 0.69 0.49
Subsm 0.04 0.31 0.12 0.90
Subsx 1.10 0.40 2.73 0.01
Ivatdiff 0.04 0.02 1.82 0.07
london 2.23 0.43 5.21 0.00
Ddsxl -0.01 0.07 -0.15 0.88
cons -63.94 19.64 -3.26 0.00
182 observations, R-squared =0.77, F (16,164)= 60.41, Mean vif =3.25 , RESET: 

F(3,161)=7.32
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g. Model with average droit de suite

Intrade coef Std. error t P>(t)
conting 1.72 0.36 4.80 0.00
Lang 1.34 0.48 2.80 0.01
Indist -0.07 0.04 -1.62 0.11
Lngdpx 1.23 0.22 5.68 0.00
Lngdpm 0.84 0.15 5.64 0.00
remexcl -0.11 0.05 -2.42 0.02
Exrest -0.47 0.19 -2.53 0.01
Vatmarg 0.31 0.08 3.67 0.00
Ingdppcx -0.94 0.90 -1.05 0.30
Lngdppcm -0.28 0.67 -0.41 0.68
Taxm 0.10 0.15 0.68 0.50
Subsm 0.05 0.31 0.15 0.88
Subsx 1.11 0.40 2.75 0.01
Ivatdiff 0.04 0.02 1.88 0.06
London 2.25 0.43 5.19 0.00
Ddsxl -0.00 0.07 -0.02 0.99
Cons 64.32 19.69 -3.27 0.00
182 observations, R-squared - 0 .77 , F (16,164)= 60.44, Mean vif =3.24, RESET: F 

(3,161)=7.21

j. P rob it regression

dichotom Coef. Std. Err. z P>z
conting 2.08 0.93 2.24 0.03
Indist -0.21 0.12 -1.75 0.08
lngdpm 1.01 0.33 3.04 0.00
lngdpx 1.73 0.39 4.43 0.00
Ingdppcx -0.19 1.10 -0.17 0.86
lngdppcm -0.33 1.21 -0.27 0.79
taxm 0.33 0.26 1.27 0.21
exrest 0.05 0.30 0.15 0.88
Subsm -0.22 0.65 -0.34 0.73
Subsx 1.20 0.69 1.74 0.08
ivatdiff 0.06 0.04 1.50 0.13
ddsdumx 1.30 0.70 1.86 0.06
remexcl -0.20 0.09 -2.18 0.03
cons -104.73 40.04 -2.62 0.01
Pseudo R- squared=0.68
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4. Gravity Model for Engravings;

a. Basic Model

In tradel Coef. Std. Err. t P>ltl
conting 1.47 0.35 4.21 0.00
lang 0.08 0.49 0.16 0.87
Indist 0.01 0.04 0.23 0.82
Ingdpx 1.20 0.09 13.65 0.00
Ingdpm 0.73 0.10 7.63 0.00
remote -0.03 0.02 -1.24 0.22
cons 22.87 10.75 -2.13 0.04

182 observations, R-squared =0.63, F (6, 175):= 79.72, Mean vif =1.16 RESET: F 

(3,172)=5.47

b. Extended Model

Intrade coef Std. error t P>(t)
conting 1.61 0.32 4.96 0.00
Lang -0.03 0.47 -0.06 0.95
Indist -0.01 0.04 -0.19 0.85
Lngdpx 1.63 0.17 9.29 0.00
Lngdpm 0.79 0.13 6.20 0.00
remexcl -0.08 0.04 -1.92 0.06
Exrest -0.08 0.13 -0.59 0.55
Vatmarg 0.28 0.07 3.99 0.00
Ingdppcx -2,07 0.79 -2.62 0.01
Lngdppcm -0.34 0.61 -0.56 0.58
Taxm 0.04 0.12 0.32 0.75
Subsm 0.55 0.28 1.94 0.05
Subsx -0.15 0.38 -0.39 0.70
Ivatdiff 0.04 0.02 1.89 0.06
Ddsdumx -0.16 0.27 -0.60 0.55
cons -48.33 18.08 -2.67 0.01
182 observations, R-squared =0.63, F (6,175)= 41.39, Mean vif =3.13 , RESET: 

F(3,163)=8.56
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c. Extended Model- without per capita income

Intrade coef Std. error t P>(t)
conting 1.53 0.31 4.93 0.00

Lang - 0.04 0.46 - 0.09 0.93

Indist - 0.01 0.04 - 0.36 0.72
Lngdpx 1.34 0.14 9.90 0.00
Lngdpm 0.76 0.11 7.01 0.00
remexcl - 0.04 0.02 - 1.74 0.08
Exrest - 0.21 0.12 - 1.77 0.08
Vatmarg 0.16 0.05 3.35 0.00
Taxm 0.09 0.09 0.98 0.33
Subsm 0.61 0.29 2.06 0.04
Subsx - 0.70 0.29 - 2.41 0.02
Ivatditt 0.04 0.02 2.45 0.02
Ddsdumx - 0.39 0.27 - 1.46 0.15
cons - 32.17 10.84 - 2.97 0.00
182 observations, R-squared =0.68, F (13,168)= 45.34, Mean vif =1.44, RESET: F 

(3,167)=5.26

d. Extended Model with London dummy

Intrade coef Std. error t P>(t)
conting 1.78 0.32 5.66 0.00

Lang - 0,27 0.53 - 0.50 0.62

Indist - 0.03 0.04 - 0.78 0.44
Lngdpx 1.38 0.20 6.78 0.00
Lngdpm 0.76 0.12 6.20 0.00
remexcl - 0.09 0.04 - 2.11 0.04
Exrest - 0.30 0.15 - 2.06 0.04
Vatmarg 0.23 0.07 3.19 0.00
Ingdppcx - 1.73 0.80 - 2.17 0.03
Lngdppcm - 0.43 0.60 - 0.71 0.48
Taxm - 0.01 0.12 - 0.10 0.92
Subsm 0.76 0.28 2.75 0.01
Subsx - 0.03 0.37 - 0.07 0.94
Ivatditt 0.05 0.02 2.74 0.01
Ddsdumx 0.16 0.31 0.51 0.61
london 1.09 0.40 2.73 0.01
cons - 50.36 18.15 - 2.78 0.01

182 observations, R-squared =0.71, F (16,165)= 52.40 Mean vif =3.23 , RESET: 

F(3,162)=8.85
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e. Refined Extended Model

Intradel Coef. Std. Err. t P>ltl
Conting 1.60 0.29 5.46 0.00
Lndist -0.01 0.04 -0.31 0.76
Lngdpx 1.27 0.15 8.54 0.00
Lngdpm 0.69 0.11 6,32 0.00
Vatmarg 0.15 0.05 3.14 0.00
ivatdiff 0.03 0.02 1.80 0.07
Taxm 0.00 0.08 0.05 0.96
Subsm 0.72 0.31 2.36 0.02
Subsx -0.50 0.28 -1.78 0.08
Ddsdumx -0.28 0.26 -1.06 0.29
London 0.75 0.34 2.23 0.03
constant -12.62 1.69 -7.47 0.00
182 observations, R-squared =0.68, F (11,170)= 54.45, Mean vif =1.62, RESET: F 

(3,167)=9.23

f. Model with actual droit de suite (per cent)

Intrade coef Std. error t P>(t)
conting 1.78 0.31 5.71 0,00
Lang -0.27 0.52 -0,51 0,61
lndist -0.04 0.04 -0.91 0.37
Lngdpx 1.36 0.20 6,94 0.00
Lngdpm 0.78 0.12 6,27 0.00
remexcl -0.10 0.04 -2,23 0.03
Exrest -0.34 0.15 -2,24 0.03
Vatmarg 0.22 0.07 3,19 0.00
Ingdppcx -1.87 0.80 -2,33 0.02
Lngdppcm -0.50 0.60 -0,83 0.41
Taxm -0.02 0.12 -0,16 0.87
Subsm 0.79 0.28 2,86 0.01
Subsx -0.00 0.36 -0,01 0.99
Ivatdiff 0.06 0.02 2,94 0.00
london 1.16 0.40 2,92 0.00
Ddsxl 0.07 0.06 1,16 0.25
cons -53.05 18.59 -2,85 0.01
182 observations, R-squared =0.72, F (16, 165)= 41.25, Mean vif =3.24 , RESET: 

F(3,162)=9.23
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g. Model with average droit de suite

Intrade coef Std. error t P>(t)
conting 1.78 0.32 5.66 0.00
Lang -0.27 0.53 -0.50 0.62
Indist -0.03 0.04 -0.78 0.44
Lngdpx 1.38 0.20 6.78 0.00
Lngdpm 0.76 0.12 6.20 0.00
remexcl -0.09 0.04 -2.11 0.04
Exrest -0.30 0.15 -2.06 0.04
Vatmarg 0.23 0.07 3.19 0.00
Ingdppcx -1.73 0.80 -2.17 0.03
Lngdppcm -0.43 0.60 -0.71 0.48
Taxm 0.01 0.12 -0.10 0.92
Subsm 0.76 0.28 2.75 0.01
Subsx 0.03 0.37 -0.07 0.94
Ivatdiff 0.05 0.02 2.74 0.01
london 1.09 0.40 2.73 0.01
Ddsxl 0.03 0.06 0.51 0.61
cons -50.36 18.15 -2.78 0.01
182 observations, R-squared =0.71, F (16,165)= 40.30 Mean vif =3.23 , RESET: 

F(3,162)=8.85

k. Probit regression

dichotom coef Std err z P>z
conting 3.14 1.00 3.15 0.00
iang -1.61 1.80 -0.89 0.37
Indist -0.06 0.07 -0.84 0.40
lngdpm 1.11 0.27 4.09 0.00
lngdpx 1.96 0.36 5.39 0.00
Ingdppcx -3.40 1.24 -2.74 0.01
lngdppcm -1.06 1.03 -1.03 0.30
taxm 0.02 0.21 0.08 0.93
exrest -0.66 0.25 -2.65 0.01
Subm 0.09 0.45 0.21 0.84
Subx 1.46 0.69 2.12 0.03
ivatdiff 0.07 0.03 2.42 0.02
ddsdumx 0.42 0.76 1.18 0.00
remexcl -0.21 0.08 -2.70 0.01
cons -99.94 32.94 -3.03 0.00
Pseudo R- squared=0.58
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5. G rav ity  Model fo r C o llections:

a. Basic Model

Intrade 1 Coef. Std. Err. t P>ltl
conting 1.20 0.47 2.55 0.01
lang 0.87 0.70 1.25 0.21
Indist -0.03 0.04 -0.83 0.41
Ingdpx 0.69 0.11 6.48 0.00
Ingdpm 0.62 0.12 5.31 0.00
remote -0.04 0.02 -1.53 0.13
cons -22.74 11.19 -2.03 0.04
182 observations, R-squared =0.44, F (6,175)= 99.91, Mean vif =1.16 (individual vif 

all < 10.00) RESET: F (3,172)=1.63

b. E xtended M odel

Intrade coef Std. error t P>(t)
conting 1.34 0.44 3.03 0.00
Lang 0.80 0.68 1.19 0.24
Indist -0.02 0.04 -0.42 0.67
Lngdpx 0.76 0.19 4.02 0.00
Lngdpm 0.78 0.15 5.32 0.00
remexcl -0.09 0.04 -1.98 0.05
Exrest -0.01 0.15 -0.08 0,93
Vatmarg 0.12 0.08 1.51 0.13
Ingdppcx -0.63 0.83 -0.76 0.45
Lngdppcm -1.26 0.58 -2.16 0.03
Taxm 0.03 0.14 0.22 0.83
Subsm 0.39 0.27 1.42 0.16
Subsx 0.45 0.37 1.23 0.22
Ivatdiff 0.04 0.02 2.04 0.04
Ddsdumx -0.18 0.32 -0.55 0.58
cons -44.03 18.57 -2.37 0.02
182 observations, R-squared =0.50, F (15,166)= 13.54, Mean vif =3.13, RESET: 

F(3,163)=5.10
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c. Extended Model- without per capita income

Intrade coef Std. error t P>(t)
conting 1.17 0.45 2.62 0.01
Lang 0.89 0.69 1.29 0.20
Indist -0.05 0.04 -1.06 0.29
Lngdpx 0.66 0.14 4.54 0.00
Lngdpm 0.62 0.13 4.75 0.00
remexcl -0.02 0.03 -0.68 0.50
Exrest 0.06 0.14 0.42 0.68
Vatmarg 0.09 0.05 1.58 0.12
Taxm 0.20 0.12 1.75 0.08
Subsm 0.31 0.26 1.19 0.24
Subsx 0.36 0.30 1.19 0.24
Ivatdiff 0.04 0.02 2.35 0.02
Ddsdumx -0.17 0.32 -0.55 0.59
cons 16.65 12.43 -1.34 0.18
182 observations, R-squared =0.49, F (13,168)= 15.23, Mean vif =1.44, RESET: F 

(3,167)=2.19

d. Extended Model with London dummy

Intrade coef Std. error t P>(t)
conting 1.50 0.44 3.38 0.00
Lang 0.59 0.73 0.82 0.41
Indist -0.04 0.04 -0.94 0.35
Lngdpx 0.54 0.20 2.69 0.01
Lngdpm 0.75 0.15 5.18 0.00
remexcl -0.09 0.04 -2.16 0.03
Exrest -0.21 0.16 -1.31 0.19
Vatmarg 0.07 0.07 1.00 0.32
Ingdppcx 0.34 0.82 -0.41 0.68
Lngdppcm -1.34 0.56 -2.36 0.02
Taxm -0.02 0.13 -0.11 0.91
Subsm 0.57 0.26 2.21 0.03
Subsx 0.56 0.38 1.49 0.14
Ivatdiff 0.05 0.02 2.87 0.01
Ddsdumx 0.10 0.35 0.28 0.78
london 0.94 0.51 1.83 0.07
cons -45.78 18.40 -2.49 0.01

182 obsen/ations, R-squared =0.52, F (16,165)= 12.85, Mean vif =3.23 , RESET: 

F(3,162)=5.16
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e. Refined Extended Model

Intrade 1 Coef. Std. Err. t P>ltl
Conting 1.49 0.40 3.71 0.00
Lndist -0.07 0.04 -1.55 0.12
Lngdpx 0.51 0.15 3.29 0.00
Lngdpm 0.56 0.12 4.61 0.00
Vatmarg 0.07 0.05 1.30 0.20
Ivatdiff 0.05 0.02 2.88 0.01
Taxm 0.17 0.11 1.53 0.13
Subsm 0.49 0.26 1.92 0,06
Subsx 0.54 0.32 1.67 0.10
Ddsdumx 0.10 0.32 0.31 0.76
London 0.85 0.47 1.82 0.07
Constant -6.68 1.81 -3.70 0.00
182 observations, R-squared =0.64, F (11,170)= 

(3,167)=5.79

15.35, Mean vif =1.62

f. Model with actual droit de suite (per cent)

Intrade coef Std. error t P>(t)
conting 1.50 0.44 3.38 0.00
Lang 0.60 0.72 0.83 0.41
lndist -0.04 0.04 -1.01 0.32
Lngdpx 0.53 0.19 2.76 0.01
Lngdpm 0.76 0.15 5.17 0.00
remexcl -0.10 0.05 -2.15 0.03
Exrest -0.22 0.16 -1.38 0.17
Vatmarg 0.07 0.07 0.97 0.33
Ingdppcx -0.40 0.83 -0.48 0.63
Lngdppcm -1.37 0.57 -2.40 0.02
Taxm -0.02 0.13 -0.14 0.89
Subsm 0.58 0.26 2.28 0.02
Subsx 0.57 0.36 1.57 0.12
Ivatdiff 0.05 0.02 2.93 0.00
london 0.97 0.51 1.90 0.06
D dsxl 0.04 0.07 0.52 0.60
cons -47.15 19.09 -2.47 0.02
182 observations, R-squared =0.52, F (16, 165)= 12.84, Mean vif =3.24 , RESET: 

F(3,162)=5.12
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g. Model with average droit de suite

Intrade coef Std. error t P>(t)
conting 1.50 0.44 3.38 0.00
Lang 0.59 0.73 0.82 0.41
Indist -0.04 0.04 -0.94 0.35
Lngdpx 0.54 0.20 2.69 0.01
Lngdpm 0.75 0.15 5.18 0.00
remexcl -0.09 0.04 -2.16 0.03
Exrest -0.21 0.16 -1.31 0.19
Vatmarg 0.07 0.07 1.00 0.32
Ingdppcx -0.34 0.82 -0.41 0.68
Lngdppcm -1.34 0.56 -2.36 0.02
Taxm -0.02 0.13 -0.11 0.91
Subsm 0.57 0.26 2.21 0.03
Subsx 0.56 0.38 1.49 0.14
Ivatdiff 0.05 0.02 2.87 0.01
london 0.94 0.51 1.83 0.07
D dsi 0.02 0.07 0.28 0.78
cons -45.78 18.40 -2.49 0.01
182 observations, R-squared =0.52, F (16,165)= 12.85, Mean vif =3.23 , RESET: 

F(3,162)=5.16

I. Probit regression

dichotom coeff. Std.err z P>z
conting 2.45 0.93 2.64 0.01
lang -1.68 1.28 -1.31 0.19
Indist -0.14 0.06 -2.28 0.02
lngdpm 0.72 0.21 3.47 0.00
lngdpx 0.61 0.16 3.69 0.00
Ingdppcx 0.66 0.81 0.82 0.41
lngdppcm 0.00 0.80 0.00 1.00
taxm 0.11 0.18 0.63 0.53
exrest -0.21 0.19 -1.12 0.26
tsmgdpi 0.31 0.42 0.72 0.47
tsxgdpi 0.60 0.45 1.34 0.18
ivatdiff 0.10 0.03 3.21 0.00
ddsdumx 0.35 0.39 0.91 0.36
remexcl -0.06 0.06 -1.09 0.28
_cons -36.41 23.72 -1.53 0.13
Pseudo R- squared=0.47
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6. Policy Experiment- Effects of UK trade with Droit de Suite ( at 2 and 5 percent)

UK-
Aust

UK-
Bell

UK-
Den

UK-
Fin

UK- UK- 
FranceGerm

UK- UK- 
Greece Ire

UK-
Italy

UK-
Neth

UK-
Port

UK- UK- 
Spain Swed

2cont 0 0 0 0 0 0 0 2 0 0 0 0 0
0.79lang 0 0 0 0 0 0 0 0.79 0 0 0 0 0
O.Oeindist- -0.84 -0.76 -0.83 -0.86 -0.76 -0.79 -0.47 -0.78 -0.86 -0.77 -0.86 -0.84 -0.85
1.91lgdpx 13.51 13.51 13.51 13.51 13.51 13.51 13.51 13.51 13.51 13.51 13.51 13.51 13.51
0.83lgdpm 4.49 4.67 4.3 4 6.1 6.42 3.97 3.53 5.85 4.94 3.86 5.25 4.54
0.01 rem- 4.59 4.61 4.6 4.55 4.55 4.57 4.52 4.57 4.52 4.6 4.51 4.5 4.56
O.ISexrest -0.54 -0.54 -0.54 -0.54 -0.54 -0.54 -0.54 -0.54 -0.54 -0.54 -0.54 -0.54 -0.54
0.25vmarg 4.38 4.38 4.38 4.38 4.38 4.38 4.38 4.38 4.38 4.38 4.38 4.38 4.38
1.38pcx- -4.14 -4.14 -4.14 -4.14 -4.14 -4.14 -4.14 -4.14 -4.14 -4.14 -4.14 -4.14 -4.14
0.54pcm 1.79 1.76 1.9 1.72 1.75 1.8 1.31 1.62 1.62 1.74 1.28 1.43 1.78
0.48taxm 0.96 1.2 0.72 0.12 1.68 1.2 1.72 1.32 1.44 1.08 1.68 1.44 0
0.35subm 0.44 0.02 0.35 0.08 0.18 0.34 0.13 0.11 0.12 0.32 0.13 0.29 0.23
1.16subx 0.47 0.47 0.47 0.47 0.47 0.47 0.47 0.47 0.47 0.47 0.47 0.47 0.47

0.03ivat 0 -0.02 0.4 0.14 0.13 -0.12 0.05 0.04 0.001 0.01 0.001 0 0
1,06ddsx- 0 0 0 0 0 0 0 0 0 0 0 0 0
22.3- -22.3 -22.3 -22.3 -22.3 -22.3 -22.3 -22.3 -22.3 -22.3 -22.3 -22.3 -22.3 -22.3
TRADE no 
DDS

1

2.81 2.86 2.82 1.13 5.01 4.8 2.61 4.58 4.071 3.3 1.979 3.45 1.64

UK- UK- UK- UK- UK- UK- UK- UK- UK- UK- UK- UK- UK-
Aust Bell Den Fin FranceGerm Greece Ire Italy Neth Port Spaln Swed

2cont 0 0 0 0 0 0 0 2 0 0 0 0 0
0.79lang 0 0 0 0 0 0 0 0.79 0 0 0 0 0
0.06lndist- -0.84 -0.76 -0.83 -0.86 -0.76 -0.79 -0.47 -0.78 -0.86 -0.77 -0.86 -0.84 -0.85
1.91lgdpx 13.51 13.51 13.51 13.51 13.51 13.51 13.51 13.51 13.51 13.51 13.51 13.51 13.51
0.83lgdpm 4.49 4.67 4.3 4 6.1 6.42 3.97 3.53 5.85 4.94 3.86 5.25 4.54
0.01 rem - 4.59 4.61 4.6 4.55 4.55 4.57 4.52 4.57 4.52 4.6 4.51 4.5 4.56
0.18exrest -0.54 -0.54 -0.54 -0.54 -0.54 -0.54 -0.54 -0.54 -0.54 -0.54 -0.54 -0.54 -0.54
0.25vmarg 4.38 4.38 4.38 4.38 4.38 4.38 4.38 4.38 4.38 4.38 4.38 4.38 4.38
1.38pcx- -4.14 -4.14 -4.14 -4.14 -4.14 -4.14 -4.14 -4.14 -4.14 -4.14 -4.14 -4.14 -4.14
0.54pcm 1.79 1.76 1.9 1.72 1.75 1.8 1.31 1.62 1.62 1.74 1.28 1.43 1.78
0.48taxm 0.96 1.2 0.72 0.12 1.68 1.2 1.72 1.32 1.44 1.08 1.68 1.44 0
0.35subm 0.44 0.02 0.35 0.08 0.18 0.34 0.13 0.11 0.12 0.32 0.13 0.29 0.23
1.16subx 0.47 0.47 0.47 0.47 0.47 0.47 0.47 0.47 0.47 0.47 0.47 0.47 0.47

0.03ivat 0 -0.02 0.4 0.14 0.13 -0.12 0.05 0.04 0.001 0.01 0.001 0 0
1.06ddsx- -5,3 -5.3 -5.3 -5.3 -5.3 -5.3 -5.3 -5.3 -5.3 -5.3 -5.3 -5.3 -5.3
22.3- -22.3 -22.3 -22.3 -22.3 -22.3 -22.3 -22.3 -22.3 -22.3 -22.3 -22.3 -22.3 -22.3
TRADE - -
meanDDS -2.49 -2.44 -2.48 -4.17 -0.29 -0.5 -2.69 -0.72 1.229 -2 3.321 -1.85 -3.66
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UK-
Aust

UK-
Bell

UK-
Den

UK-
Fin

UK- UK- 
France Germ

UK- UK- 
Greece Ire

UK-
Italy

UK-
Neth

UK-
Port

UK-
Spain

UK-
Swed

2cont 0 0 0 0 0 0 0 2 0 0 0 0 0
0.79lang 0 0 0 0 0 0 0 0.79 0 0 0 0 0
O.Oeindist- -0.84 -0.76 -0.83 -0.86 -0.76 -0.79 -0.47 -0.78 -0.86 -0.77 -0.86 -0.84 -0.85
1.91lgdpx 13.51 13.51 13.51 13.51 13.51 13.51 13.51 13.51 13.51 13.51 13.51 13.51 13.51
0.83lgdpm 4.49 
0.01 remote

4.67 4.3 4 6.1 6.42 3.97 3.53 5.85 4.94 3.86 5.25 4.54

- 4.59 4.61 4.6 4.55 4.55 4.57 4.52 4.57 4.52 4.6 4.51 4.5 4.56
0.18exrest -0.54 -0.54 -0.54 -0.54 -0.54 -0.54 -0.54 -0.54 -0.54 -0.54 -0.54 -0.54 -0.54
0.25vmarg 4.38 4.38 4.38 4.38 4.38 4.38 4.38 4.38 4.38 4.38 4.38 4.38 4.38
1.38pcx- -4.14 -4.14 -4.14 -4.14 -4.14 -4.14 -4.14 -4.14 -4.14 -4,14 -4.14 -4.14 -4.14
0.54pcm 1.79 1.76 1.9 1.72 1.75 1.8 1.31 1.62 1.62 1.74 1.28 1.43 1.78
0.48taxm 0.96 1.2 0.72 0.12 1.68 1.2 1.72 1.32 1.44 1.08 1.68 1.44 0
0.35subm 0.44 0.02 0.35 0.08 0.18 0.34 0.13 0.11 0.12 0.32 0.13 0.29 0.23
1.16subx 0.47 0.47 0.47 0.47 0.47 0.47 0.47 0.47 0.47 0.47 0.47 0.47 0.47

O.OSivat 0 -0.02 0.4 0.14 0.13 -0.12 0.05 0.04 0.001 0.01 0.001 0 0
1.06ddsx- -0 02 -0.02 -0.02 -0.02 -0.02 -0.02 -0.02 -0.02 -0.02 -0.02 -0.02 -0.02 -0.02
22.3-
Trade

-22.3 -22.3 -22.3 -22.3 -22.3 -22.3 -22.3 -22.3 -22.3 -22.3 -22.3 -22.3 -22.3

LOW dds 2.79 2.84 2.8 1.11 4.99 4.78 2.59 4.56 4.051 3.28 1.959 3.43 1.62

Section B.5: Description of Data and Data Sources (Chapter Four)

1. Trade Flows

1995- 1997 data on bilateral trade flows for paintings (CN97011), collages 

(CN97019), collections (CN97050), sculpture (CN97030), and engravings (CN98020) 

in 1000 ECU for 14 ’’member states”. Luxembourg and Belgium are reported jointly. 

Source: Eurostat data

2. GDP

GDP for exporter/ reporter countries and importer/ partner countries for 1995-1997, 

in billion dollars. Source: World Development Indicators from

www.worldbank.org/data/countrydata/countrydata.html

3. Distances

Great circle distances between capital cities measured in kilometres 

Source: http://intrepid.mgmt.purdue.edu/Trade.Resources/Data/Gravity/dist.txt
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4. Contiguity

Dummy variable included for countries that share a common border (1 if they do and 

0 otherwise)

Source: http://intrepid.mgmt.purdue.edu/Trade.Resources/Data/Gravity/contig.txt

5. Export Restrictions

Categorical variable included to indicate the restrictiveness of export 

regulation system s for works of art in each exporting m em ber state 

3: De facto no embargo of exports without state purchase 

2: Low Restrictions / Narrow lists of restricted objects 

1: Medium / Wide lists of restricted objects

0: Highly restrictive / State ownership and embargo of many cultural goods and 

extensive licensing checking systems

Austria 1.0 Ireland 2.0

Belgium/Lux 3.0 Italy 0.0

Denmark 3.0 Netherlands 3.0

Finland 1.0 Portugal 1.0

France 1.0 Spain 1.0

Germany 2.0 Sweden 2.0

Greece 0.0 UK 3.0

6. VAT

Value added taxes included in percent for:

VAT at the margin - the exporters VAT rate at which the margin (difference between 

purchase and sales price) is taxed according to the origin principle 

import VAT difference - the difference of the import VAT of the importer minus import 

VAT of the exporter.
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a) VAT on the Margin

Austria 20% Ireland 21%

Belgium/Lux 21% Italy 15%

Denmark 25% Netherlands 17.5%

Finland 22% Portugal 17%

France 20.6% Spain 16%

Germany 15% Sweden 25%

Greece 18% UK 17.5%

b) Import VAT of Member States

Austria 10% Ireland 12.5%

Belgium/Lux 6% Italy 10%

Denmark 5% Netherlands 6%

Finland 22% Portugal 17%

France 5.5% Spain 7%

Germany 7% Sweden 12%

Greece 8% UK 2.5%

7. Tax Incentives

Categorical variable formed for three different tax incentives for each exporter and 

importer

Exemptions form wealth tax:

0: No exemptions

0.5 : Exemptions in certain cases

1: Full exemptions or no wealth tax in place

Income tax exemptions:

0: No exemptions

0.25: None for individuals/ small for firms

0.5 :Small to reasonable deductions- < 10% of income or only as a % of the donation 

0.75: Reasonable deductions- nearly 10% for both individuals and firms 

1: Good deductions- > 10% of income and/ deductions for entire donations 

Exemptions from inheritance taxes:

0: No exemptions

0.5: Partial or full exemptions depending on works
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1: Full exemptions for broad range of works

Tax incentives were then included in the regressions by summing together these 

individual dummies to provide an overall tax incentive dummy for each member state

State Wealth Tax Income Tax Inheritance Tax Tax

Dummy

Austria 0.5 1.0 0.5 2.0

Belgium 1.0 1.0 0.5 2.5

Denmark 1.0 0.5 0.0 1.5

Finland 0.0 0.25 0.0 0.25

France 1.0 0.5 1.0 2.5

Germany 0.5 0.5 0.5 1.5

Greece 0.0 0.5 0.0 0.5

Ireland 1.0 0.25 0.5 1.75

Italy 1.0 1.0 1.0 3.0

Netherlands 1.0 0.75 0.5 2.25

Portugal 1.0 1.0 0.5 2.5

Spain 0.5 1.0 0.5 2.0

Sweden 0.0 0.0 0.0 0.0

UK 1.0 1.0 1.0 3.0

8. Subsidies

Figure used are direct subsidies paid to nnuseums in total by all levels of 

governnnent in each exporting and importing state in 1995 in million DM. 

These are included in the regressions as total subsidies per GDP. ( Sources 

are those used in Section B.1)
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Member State Million DM Member State Million DM

Austria 281.92 Italy 402.3

Belgium 13.71 Luxembourg 2.90

Denmark 180.3 Netherlands 354.93

Finland 28.1 Portugal 40.4

France 768.57 Spain 464.4

Germany 2229.1 Sweden 152.8

Greece 45.8 UK 478.1

Ireland 21.77

9. Droit de Suite

Droit de Suite of the exporter is included as a dummy variable taking a value of 1 if 

the resale royalty is actually collected and zero otherwise

State Rate Dummy

Austria none 0

Belgium 2-6% 1

Denmark 5% 1

Finland 5% 1

France 3% 1

Germany 5% 1

Greece 5% 0

Ireland none 0

Italy 1-10% 0

Lux'bourg 3% 0

Neth'lands none 0

Portugal 6% 0

Spain 3% 0

Sweden 5% 1

UK none 0
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APPENDIX C

Section C.1: Examination of Droit de Suite in Germany, Finland, 

France, Denmark, Belgium, and California

SUMMARY

Droit de Suite or resale royalties are the rights of visual artists to receive a 

percentage of the revenue from the resale of their works in the art market. In 

the EU, 11 of the 15 member states currently have the right although it is 

effectively enforced in only eight. The UK, Ireland, the Netherlands and 

Austria do not have Droit de Suite legislation. The right is typically inalienable 

but transferable after the artists death to heirs for up to 70 years.

The possible trade distortion in the internal market caused by the absence of 

the levy in some member states together with the varying ways it is 

administered led to the proposal to harmonise Droit de Suite within the EU. 

On March 16, 2000 the Commission formalised a proposal for the introduction 

of royalties on the basis of a sliding scale starting at four per cent for works of 

art over 4000 Euro to 0.25 per cent on works worth over 500 000 Euro or up 

to a maximum limit of royalties payable of 12 500 Euro. It is applicable to all 

professional re-sales and can be transferred to heirs for up to 70 years after 

the artists death.

The key features of the royalties system in a sample of six countries are given 

in the paper and summarised in the table below.
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Key features of royalty systems in six countries; 1998

Country Belgium Denmark Finland France Germany California
Size of the art 77 million 50.3 million 12.3 million 2 843 million 485 million 5 540.1 million
market (Euro)
Proportion of EU 0.8% 0.5% 0.1% 31% 5% Not applicable
sales
Nature and Inalienable, life + Inalienable, life + Inalienable, life + Inalienable, life + Inalienable, life + Inalienable, life +
duration of Droit 70 years 70 years 70 years 70 years 70 years 20 years
de Suite
Heirs All heirs Family only Family only Family only All heirs All heirs
Works of art Original paintings, Original works of Works of fine art Original works of Original works of Original paintings.
covered sculpture fine art, photos. graphic and fine art sculpture,

drawings and lithographs, prints. plastic arts drawings, glass
engravings applied art art

Sales in scope Auction sales Dealer and Dealer and Auction sales Dealer and All public and
auction sales auction sales auction sales private sales by

Californian
residents

Base Gross price -  no Price including Price less VAT Gross price -  no Gross price -  no Gross price
deductions auction fee minus 

VAT
deductions deductions

% 4% 5% 5%. 3% 5% 5%
Minimum (Euro) 1 240 268 252 15 51 2 181

252



Country Belgium Denmark Finland France Germany California

Proportion of all art 

sales which incur 

Droit-de-Suite

9% of total sales 

(20% of auction 

sales)

16% of total art sales 

(5% of dealer sales, 

30% of auction sales)

8% 3% of all sales (7% of 

auction sales)

9%

Proportion of EU 

sales of Droit-de- 

Suite eligible items

4% 5% 1% 42% 25% Not applicable

Value of Droit-de- 

Suite eligible items 

sold (Euro)

6.8 million 8.3 million 1.8 million 76.2 million 44.7 million

Number of Droit-de- 

Suite eligible items 

sold

2 750 2 507 1 053 9 000 8 000

Amount collected in 

1998

0.3 million 0.4 million 0.4 million 2.3 million 2.2 million Unavailable
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The UK, the largest art market in Europe, will have to introduce resale royalties by 

the 1®* of January 2006 with a further six-year derogation for application to heirs. The 

legal fornn and content of the resale right is largely determined in the Directive, 

however aspects of collection and distribution have been left to the discretion of 

member states. Given the experiences of the countries analysed in the report, the 

following recommendations can be made:

• Legislation and procedures involved with Droit de Suite should be formulated as 

simply and clearly as possible to avoid disruption and confusion amongst art 

buyers, sellers, and producers.

• Collection of Droit de Suite should be carried out by one central institution to 

maximise efficiency and ease of reporting and minimise administration and other 

collection costs.

• Where possible the collection agency should be the national authors society to 

make the most out of cost savings from economies of scale.

• All collection societies should belong to a network or umbrella organisation to 

enable reciprocal exchanges of rights and funds for artists internationally at a low 

cost through the use of common administrative systems.

• From the experience of the German system, amongst the most efficient, a legal 

obligation for dealers and auctioneers to periodically report turnover in eligible 

works of art and possibility of payment In a lump sum is desirable.

• To ensure maximum revenues collected from the royalty, the collecting society 

should have legal rights to inspect the accounts and documentation of selling 

agents within the bounds of respect for their confidentiality. This right should be 

backed with the threat of potential sanctions to ensure compliance.

• Systems should be put into place for ongoing monitoring, evaluation and review 

of the legislation itself and methods of implementation.

CISAC (the Confederation of Societies of Authors and Composers) is a non-profit, non-governmental 
organisation embracing 165 collecting societies representing creators in 90 countries. It was founded in 1926 in 
Paris where its headquarters still exist. (CISAC,2000)
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1. Introduction

The Droit de Suite, or resale royalty right, entitles artists in the visual arts (or their 

heirs up to 70 years after their deaths) to a certain percentage of the resale price of 

their works after the original sale whenever they are resold by commercial dealers or 

auctioneers. The resale royalty right is typically inalienable and lasts for the life span 

of the artist and 70 years beyond, therefore it affects only trade in contemporary art, 

which makes up a share of 35 per cent to 60 per cent in West European auction 

m a r k e t s . T h e  right was originally provided for in Article 14bis ter of the Berne 

Convention for the Protection of Literary and Artistic Works 1948 however it was an 

optional right and subject to the rule of reciprocity.^^® Of the 15 EU member states, 

11 have had the levy although it is effectively enforced only in Belgium, Denmark, 

France, Germany, and Finland and on an irregular basis in, Portugal, Sweden, and 

Spain.

The rationale behind the Droit de Suite is that artists should participate in the 

increasing value of their art (i) because this is a result of their continued efforts as 

they build a reputation and it is only fair to let them share the appreciation of their 

products^®” and (ii) because it removes an inequity vis-a-vis authors and composers 

who profit from increased value of their works through increased sales or 

performances of their w o r k s . M o r e o v e r ,  it is said to counter the uneven bargaining 

situation of young artists vis-a-vis galerists and collectors which can lead to unfair 

prices.

These claims however have come under severe criticism, the main argument being 

that resale royalties will only lower the initial sales price by the art works expected 

present value. This shifts part of the risk concerning the future sales price back to 

the artist and therefore reduces artistic production to the extent that potential artists 

are risk-averse. As a consequence of this risk-sharing successful artists will gain 

while unsuccessful artists will lose from the Droit de Suite. Moreover, if levied on 

gross sales prices this resale royalty right will obviously discourage transactions and 

thereby produce the usual distortion of a turnover tax. The consensus among

Becker et al (1995)
France was the first to apply Droit de Suite in 1920 followed by Belgium in 1921
A related argument has been put forward by Solow (1998): As the artist takes a financial interest in the value 

of her sold works as well, she has a credible incentive to maintain their value when making later production 
decision.

Schlatter-Kruger (1995)
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economists that the Droit de Suite runs counter its intended effect: If at all it 

discourages artistic production and does not support needy (rising) artists but rather 

increases incomes of already established artists.

While these arguments are based on the implicit assumption that resale royalties are 

inescapable, it is obvious that they can be avoided by moving the sale to a country 

without Droit de Suite. The Droit de Suite has only local coverage and applies to all 

EU artists alike, i.e. whenever a work by an EU artist is sold in a country with resale 

royalty rights, the royalties are due regardless of the legislation of the artist’s home 

c o u n t r y . B e c a u s e  for traders of art the resale royalties function like a tax which 

they must pay to the artist thereby lowering net proceeds to the seller while 

increasing the buyers price, trade will be diverted away from countries with Droit de 

Suite effectively e n f o r c e d . T h i s ,  it is argued, places art markets in Belgium, 

France, Germany, and the Nordic countries at a disadvantage.

Prior to the introduction of the current Directive, there were eleven EU countries with 

Droit de Suite legislation, those without are the UK, Ireland, Austria and the 

Netherlands, whilst Italy has had the legislation in place for over 50 years but no 

royalties have ever been collected. Tablel below summarises Droit de Suite in the 

EU before the Directive.

For a literature review and references see note 52
Previous to the Phil Collins case October 20, 1993 resale royalties were granted according to the reciprocity 

principle, i.e. only to residents of those countries that had a resale royalty legislation in place. This was ruled to 
be inconsistent with the non-discrimination principle of Artcile EEC Treaty by the European Court of Justice 
(From Becker et al, 1995) The reciprocity principle prevails for non-EU countries.
®'*Ginsburg (1996) provides anecdotal evidence for this trade distortion: A painting to be sold was displayed on 

TV screens in Belgium to attract buyers, but physically stored in Luxembourg in order to avoid resale royalties
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Table 1. Droit de Suite within the EU

State Rate Basis Threshold

Value

Colin. Type Of 

Transactions

Austria none -- - -- --

Belgium 4% Sales price >50 000 BF yes Auction sales only

Denmark 5% Sales price >2000 DKr yes Auction

sales

and Dealer

Finland 5% Sales price >1500 FM yes Auction

sales

and Dealer

France 3% Sales price >100 FF Yes Auction sales only

Germany 5% Sales price >100 DM Yes Auction

sales

and Dealer

Greece 5% Sales price >100 Dm No Auction

sales

and Dealer

Ireland none - -- -- --

Italy 1-10% Margin varies No Not

practice

collected in

Lux'bourg 3% Sales price none No Not

practice

collected in

Netherl'ds none -- - -- --

Portugal 6% Sales Price none No Auction

sales

and Dealer

Spain 3% Sales price >300000pta No Auction

sales

and Dealer

Sweden 5% Sales price >1800 CS Yes Auction

sales

and Dealer

UK none - -- - --

Source: Christies, 1998; Market Tracking International 2000

The possible trade distortion in the internal market caused by the absence of the 

levy in some member states together with the varying ways in which it is 

administered has been a concern of the EU due to the potentially negative impact on
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the 'proper functioning of the internal market in works of art'^® .̂ The Council of 

Europe took the common position that a precondition for the proper functioning of 

the internal market was that distortions of competition and displacement of sales 

caused by differences in national provisions on the resale right should be eliminated. 

This view led to the proposal of a new directive to harmonise Droit de Suite.’®® This 

concerns not only the introduction of the royalty in the states without it, but also the 

task of bringing uniformity in rates and transactions to be covered by resale royalty 

rights. The Commission’s proposal dates back to 1996 and was formalised by the 

Presidency in March 2000.The Commissions formalised proposal is made up of a 

compromise deal on a uniform royalties within the EU based on a sliding scale’ ®̂ , 

starting at four percent for works of art over 4000 Euro’®® to 0.25 percent on works 

worth over 500 000 Euro or up to a maximum limit of royalties payable of 12 500 

Euro.’®® The inalienable royalty right lasts for 70 years after the artist’s death and 

refers to any professional sale (auctions and dealers). Given that the Directive has 

only been formalised in 2001, it will not have to be enforced for living artists until the 

1®* of January 2006, whilst the UK, Ireland, the Netherlands and Austria are allowed 

a further six year derogation in implementing measures to extend benefits to artists 

heirs.’ ^°

In 1998, sales of Droit de Suite eligible items in the EU came to 180 million Euro of 

which approximately 87 per cent came from auction s a l e s . F r a n c e  accounted for 

the most eligible sales with 42 per cent or 76 million Euros, followed by Germany 

with 25 per cent or 44.6 million Euro of eligible sales. In 1998, 6.4 million Euro was 

collected in royalties in the EU, 83 per cent of which came from auction sales. Table

Council of tfie European Union (2000)
To create a 'level playing field', Droit de Suite had to be applied uniformly throughout the EU or abolished in 

all member states. The commission decided to pursue the former option as 11 out of the 15 member states 
either applied the royalty or had the legislation in place therefore the latter option was unlikely to attract majority 
support (plus the 4 countries without it could not form a blocking majority). See Browne (2000) for further 
discussion.

4 per cent for works up to 50 000; 3 per cent for works between 50 000.01 to 200 000; 1 per cent for 200 
000.01 to 350 000; 0.5 per cent for 350 000.01 to 500 000; 0.25 per cent for works over 500 000

4000 Euro is the minimum price to which the royalty can be applied and is likely to be a matter of contention 
in the Parliaments second reading given that their initial proposal of a minimum of 500 Euros (The commission 
had suggested 1000, whilst the UK's attempt to bring in a 10 000 Euro minimum considerably swayed the final 
result). Member states are free to set a minimum sales price as long as it does not exceed 4000 Euro.

Again this cap on the artists royalty is likely to bring opposition given that such maximum limits do not exist in 
music royalties or any other copyright law.

Claims to royalties from heirs account for around 90 per cent of all Droit de Suite applications (telephone 
conversation with Jens Gaster, DG Internal Market, European Commission).

Market Tracking lnternational(2000)
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2 below shows that France collected the largest amount of royalties (2.3 million Euro 

or 36 per cent of the total) followed by Germany (with 2.2 million or 35 per cent).

Table 2. Droit de Suite Collected in the EU in 1998 (Thousand Euro)

State Auction Sales Dealers Sales Total % Of EU Total

France 2286.9 none 2286.9 36.00%

Germany 1460.0 769.2 2229.2 35.09%

Sweden 520.3 106.5 626.8 9.87%

Denmark 344.5 70.5 415.0 6,53%

Belgium 409.9 none 409.9 6.45%

Spain 190.2 100.2 290.4 4.57%

Finland 76.5 15.7 92.2 1.45%

Greece 1.3 0.7 2.0 0.03%

EU TOTAL 5289.6 1062.8 6352.4 100%

Source: Market Tracking International, 2000

Figures for distribution of the royalty to artists are not available on a consistent basis. 

However estimates can be made based on the amount collected minus the 

administrative costs of collection agencies in states with the royalty.^^^ Based on 

these estimates cost to collect the royalty throughout the EU in 1998 was 

approximately 1.1 million Euro leaving a maximum of approximately 5.2 million Euro 

distributed to artists.

Figures for costs are arrived at based on the averages of administration costs for states in the EU with Droit 
de Suite (18 per cent) based on questionnaire conducted with the help of Carol StreuI (EVA) 2000.

The British Art Market Federation conducted a study on the UK art market which estimated that the minimum 
administrative cost to members of the trade to collect resale royalties would amount to around £40 or 58 Euro 
per transaction if introduced in the UK. Given that there were some 29 201 Items sold in eligible countries sold in 
1998, this would estimate a higher cost to the EU art trade at 1.7 million Euro.
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2. Country by Country Analysis

Droit de Suite legislation has been in place in 11 out of the 15 member states of the 

EU, and of those 11 only 8 states actually collect the royalty. This section examines 

the legislation and practices of a sample of 6 countries that enforced Droit de Suite.

2.1 Germany

The German art market is the third largest art market in the EU with sales amounting 

to 485 million Euro in 1998 or around 5 per cent of EU art market sales.

In Germany resale royalties are contained in Article 26 of the Authors Rights Law 

1965 which was modified in 1972. The right is inalienable- the artist may not transfer 

it to another person or institution during their lifetime. However rights are transferred 

after the artists death to their heirs for up to 70 years. In Germany there are no 

provisions in the law regarding inheritance entitlement. In other words the artist can 

decide who he wants to transfer these rights to, as is the case with all authors rights 

under German law.

The law covers all German artists sales in Germany plus works sold by foreign 

artists living in the state on the basis of reciprocity. It applies to "works of fine art" 

which must either be original paintings, drawings or sculptures that were produced 

as once-off originals and not in a standardised manner. Works of applied art and 

works of architecture are expressly excluded in the German legislation.

Both public and private sales are liable for Droit de Suite under German law however 

in practice the royalty is only enforced on public sales via dealers and auction 

houses. The basis of assessment for the royalty is sales revenue yielded by the sale 

of the work of art i.e. the gross sales price with no deductions (such as commission 

fees or other costs to the seller). On this price the royalty is charged at a rate of 5 

per cent . The minimum price for a sale of a work of art for Droit de Suite to 

become due is currently 100 DM or 51 Euro (from 500 DM or 255 Euro in 1972).

The largest is the UK with sales of 4,790.5 million Euro (Market Tracking International,2000)
W orks of applied art refer to those which have both useful and artistic properties. It is of course difficult in 

practice to separate the components of applied art or to attempt to put a value on them
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In Germany, payments due to Droit de Suite are collected directly i.e. the seller or 

his agent subtracts the royalty due from the sales price and passes it to the author or 

his representative. Under the 1972 Law .artists are entitled to information from art 

dealers and auction houses concerning works of art they have sold. ( This is 

restricted to the name and address of the seller and the sales price^^®). Rather than 

making numerous individual requests, the right to information is exercised by the

authors society VG Bild-Kunst. This society has the right to inspect the sellers

accounts or other documents of the seller if there are justified doubts concerning the 

completeness or correctness of the information.

The Bild- Kunst are also responsible for the actual collection of the Droit de Suite 

payments. To facilitate the collection of the levy, VG Bild - Kunst concluded a 

blanket agreement with the Association of German Art Dealers and Auctioneers in 

1980 along with other gallerists and art publishers to aid the administrative process. 

Under this agreement each sale must be reported to a commonly instituted 

independent body "Ausgleichsvereinigung Kunst" who calculate the sums due to 

artists and their successors. The levy is collected as a lump sum from sellers who 

pay a standardised percentage of their annual net sales of art created after 1900. 

The lump sum is calculated as a percentage of the volume of sales ranging between 

0.8 per cent and 1.3 per cent for galleries and 1.3 per cent to 3 per cent for auction 

h o u s e s . T h e  sum is easy to calculate and declare as it forms part of the normal 

tax declarations that every auctioneer or dealer has to provide to the tax authorities. 

This sum is then transferred to VG Bild-Kunst where it is allocated to artists on an 

individual basis. If the society feels that the sums paid are insufficient to meet the 

claims of its members, it renegotiates with the relevant dealer. In the German 

system a share of the total lump sum collected does not return to the artist whose

painting is resold but is paid to a fund which supports need or elderly artists.

Ausgleichsvereinigung Kunst uses the funds generated to pay the contributions of 

the art trade to the artists social insurance fund and Bild Kunsts social fund for the

The art dealer / auctioneer can refuse to disclose the name and address of the seller if they pay the levy due 
to the artist

Duffield (2000)
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support of artists in financial distress and another fund for the encouragement of
17 ftliving artists.

Whilst auctioneers catalogues and dealers sales reports are easy to evaluate for 

those included in the agreement, around 20 per cent of galleries , auction houses 

and dealers did not join in 1980. VG Bild- Kunst is therefore involved in ongoing 

surveys of art sales and in pursuing claims for information and payment of the levy 

(although most agents are co-operative and few cases have ended in court).

In 1998 there were around 8 000 items sold in Germany that were liable for Droit de 

Suite which amounted to a value of 92 million DM or 44.7 million Euro. 

Approximately 60 million DM worth of these sales were via auction houses with the 

remaining 32 million DM through art dealers These sales represent around 9 per 

cent of total art market sales in Germany and around 25 per cent of sales eligible for 

Droit de Suite in the EL). According to Market Tracking International (2000) 

estimates the average price of a sale of eligible items was 5 410 Euro or 11 160 DM. 

Given the 5 per cent levy the total levy collected in 1998 is estimated to be 2.2 

million Euro or 4.6 million DM̂ ®̂  ( 3 million DM from auction houses and 1.6 million 

from dealers). Figures for the amounts collected from 1991 to 1999 are given in 

Table 3. Amounts collected have risen steadily with a peak in 1997 which skewed 

figures up in that year due possibly to a few unusually high priced sales.

Table 3. Amount of Droit De Suite Collected by Bild- Kunst (Mill DM)

1991 1993 1995 1997 1999

4.1 4.2 4.3 7.2 4.9

Source: Bild Kunst Annual Report, 1999

VG Bild Kunst deduct a 10 per cent administration fee so given amounts collected 

an estimated 4.1 million DM ( or 2.1 million Euro) of the levy was distributed to artists 

in 1998.

The Becker et al (1995) that in 1992 this could have amounted to up to around 15 per cent of the sums 
gathered from the art trade.

VG Bild- Kunst (2000)
Market Tracking International,2000
Figure from VG Bild - Kunst state the amount collected that year was 4.8 million DM (VG Bild- Kunst, 1999)
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Regarding the distribution of the levy to artists, it is claimed that a problem with the 

German system is that it primarily benefits artists heirs rather than the artists 

themselves. In 1998, the collecting society represented 7,454 German artists but 

only 274 artists and 206 heirs shared in the Droit de Suite collected. British Art 

Market Federation (2000) estimate that living artists were paid a total of around 509 

940 DM (247, 544 Euro) whereas heirs were paid 3,602 879 DM (1 748 970 Euro) 

or some seven times more than payments to living artists.

2.2 France

The French art market is the second largest art market in the EU with sales 

amounting to 2 843 million Euro in 1998 or approximately 31 per cent of EU art
1 ftpmarket turnover.

France was the first country to introduce Droit de Suite in its Statute of May 1920. 

This legislation was updated in the Intellectual Property Law May 1957 which is 

currently covered under the Code de la Propriete intellectuelle (CPI) of July 1992 

(Article 42 of the Copyright Law 1992). Again the right is inalienable but only direct 

heirs i.e. artists relatives can obtain the royalty after the artists death for a period of 

up to 70 years and all chosen or testamentary heirs are excluded. Artists eligible for 

Droit de Suite in France are both French artists and, under the decree of 1956, 

foreign artists if they had 'played a part in the artistic life of the country and had lived 

there for over five years.

The Law covers "works of graphic and plastic arts". Works of art must be original 

and the criteria for the original status of engravings, prints and lithographs is defined 

in agreements between the authors societies and auctioneers. Works of applied art 

are generally not included in the legislation however there are certain exceptions 

given to original book bindings and tapestries.^®'*

Market Tracking International (2000)
Becker et al (1995)
According to Becker et al (1995) on the basis of an agreement between auctioneers and the collecting 

societies, tapestries are liable to payment due to Droit de Suite on one third of their sales price whenever they 
were produced on the basis of an original sketch by the artist
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In France, Droit de Suite applies to public auction sales only. Following the 1954 

agreement between Authors societies and auctioneers and art galleries, galleries 

are exempted from the royalty as they agreed to pay the Artist Social Security 

Employers Contribution.^®^ The basis of assessment for the royalty is sales revenue 

or gross sales price (with no deductions) and the levy is charged at a rate of 3 per 

cent. The minimum price threshold for a sale to become liable to Droit de Suite is 

100 FF.

In France, as in Germany, payments of the Droit de Suite levy are collected directly. 

There is one main collecting society in France: ADAGP (Association For The 

Defence Of Graphic And Plastic Arts). Succession Matisse and Succession Picasso 

also exists to exclusively manage the rights for these two artists. As royalties are 

only paid on auction sales the collection procedure is set out in an agreement 

between the society and the Chambre Nationales des Commissaires-Priseurs (or 

National Chamber of Auctioneers). This states that ADAGP must inform the 

auctioneers of every new artist on their books before the sale and all works involving 

these members. (The Chamber of Auctioneers makes all auctioneers sales 

catalogues and specialist journals available to the society so that they can obtain 

information on any sales concerning their members). The auctioneers then send a 

form back with the results of the auction and payment due which ADAGP distributes 

quarterly, bi-annually or annually at the artists request.^®®

In 1998, France sold the most Droit de Suite eligible items in the EU with a total of 

around 9000 items worth 522.9 million FFr or 76.2 million Euro. This represents 

around 7 per cent of auction sales and 3 per cent of total sales in the French art 

market and 42 per cent of sales eligible for Droit de Suite in the EU. France collected 

the most Droit de Suite in the EU in 1998 at around 15.7 million FFr or 2.3 million 

Euro. ADAGP report administrative costs of 20 per cent therefore the maximum 

amount of Droit de Suite distributed to artists was approximately 12.6 million FFr or 

1.8 million Euro. ADAGP 's figures for 1999 state that the society collected 13.7

In the Law of March 1957 on the Droit de Suite also introduced the royalty for sales via art dealers but it never 
came into force as the relevant authorities neglected to have it published. (Becker et al,1995)

ADAGP (2000)
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million FFr worth of Droit de Suite of which 11.0 million FFr was distributed to artists.
187

In a report by Depute Douyere to the Assemblee Nationale in late 1999, it was 

stated that only 2000 artists benefited from Droit de Suite and 2-3 per cent of these 

received 43 per cent of the levy collected in the period from 1993-1995. Each of the 

remaining 1950 were paid on average 3000 FFr (457.3 Euro) which once 20 per 

cent collecting charges were deducted amounted to 2400 FFr (365.9 Euro).^®®

Like Germany, a large proportion of funds collected also goes to heirs rather than as 

an income supplement to the living artist. British Art Market Federation (2000) report 

that 70 per cent of the royalties collected in 1996 v̂ ias paid to the families of six or 

seven artists.

2.3 Belgium

Art sales in Belgium in 1998 totalled 3.3 billion BFr or 77 million Euro which 

represents less than 0.8 per cent of the share of art sales in Europe.^®®

Belgium first adopted the French Law of Droit de Suite in 1921 and the royalty now 

comes under the June 1994 legislation which was adopted in February 1999. The 

hght is inalienable under Belgian Law and transferable to heirs for 70 years after the 

artists death. As in Germany, the artist is free to decide whom he wishes to transfer 

the right to after his death. The law covers all sales by Belgian artists in Belgium plus 

works sold by foreign artists living in Belgium on the basis of reciprocity. The Law 

applies to original paintings, sculptures, drawings, and engravings and excludes 

reproductions, works of architecture and works of applied art.

Under Belgian law only public sales by auction are liable to Droit de Suite. The basis 

for assessment is gross sales price (with no deductions) on which a royalty of 4 per 

cent is levied. The minimum price for a sale to be liable for Droit de Suite is 50 000

ADAGP (2000)
Browne (2000); Market Tracking International (2000)
Market Tracking International (2000). Note that 0.8 per cent of sales is Belgium and Luxembourg together
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BFr. Before 1999 the royalty was applied on a sliding scale with a rate of 2 per cent 

applied to works ranging from 2000 to 10 000 Bfr, 3 per cent for those between 10 

000 to 20 000 Bfr, 4 per cent for 20 000 to 50 000 Bfr and 6 per cent for works priced 

above 50 000 Bfr. This scale was abolished when the application decree was 

passed in 1999 to aid more effective enforcement.

Prior to 1999, Belgium used an indirect collection system. An official of the Ministry 

of Culture, the 'Receveur du Droit de Suite' was responsible for collecting the levy. 

Auctioneers were required to send the levy and sales invoice to the Ministry within 

eight days of the sale, and it was then up to the artist, or his agent if represented by 

an authors society, to come and claim his share. The Ministry did not charge a fee to 

the artists for this service. The new Belgian Law however has abolished the 

'Receveur du Droit de Suite'. The auctioneers now have an obligation to report and 

pay one of the three recognised collection societies in Belgium- SABAM, ARAPB 

and SOFAM or to the artist directly. Generally the collecting society will verify the 

catalogues and lists before an auction and indicate to the auctioneer which artists 

and works they represent. The auctioneers then have a three month period to report 

the auction price and pay the levy due. Distribution to the artists is then carried out 

on an intermittent basis - for example SABAM distributes the levy to artists 

biannually in February and August.

In 1998 there were 2 750 Droit de Suite eligible items sold in Belgium with a value of 

291.1 million BFr or 6.8 million Euro. This represents around 20 per cent of auction 

sales in Belgium and 9 per cent of total sales (plus 4 per cent of Droit de Suite 

eligible sales in the EU). Given the 4 per cent levy, a total of around 11.6 million BFr 

or 272 000 Euro was collected in Droit de Suite in 1998. SABAM report collection of 

6.2 million BFr or over 53 per cent. Data is not available on the total sums paid out 

for Droit de Suite as the sums are received by the three societies as well as the 

individual artist themselves. SABAM (2000) however report their administration cost 

as 15 per cent therefore an estimate of the maximum royalties distributed given the 

amount collected would be in the region of 9.86 million BFr or 231 200 Euro.

SABAM (2000)
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2.4 Denmark

The Danish art marl<et is the sixth smallest in the Europe with sales amounting to 

50.3 million Euro in 1998 - approximately 0.5 per cent of total art market sales.

Droit de Suite was introduced into Danish Law in 1989 under Section 38 of the 

Danish Copyright Act. Under this Act, the Minister of Culture set out provisions 

concerning the calculation and collection of the royalty. (Executive Order no. 274 of 

18 April 1996 concerning Calculation of Droit de Suite Remuneration in connection 

with Commercial Resale of Works of Art). The artists right is inalienable under 

Danish Law and transferable after the artists death to their spouse or other family 

heir for 70 years. As in French law, testamentary heirs and recipients of transferred 

or assigned rights are excluded and if the artist has no heirs or spouse the right of 

remuneration passes to the recognised collection agency. The law covers the sales 

in Denmark of Danish artists, nationals of the EL) and any other artists who have 

their habitual residence in a country that has acceded to the Berne Convention and 

which has implemented a Droit de Suite provision in their national law.^®^

The law covers works of fine art (including paintings, sculpture, drawings, graphical 

works picture textiles); photographic works; lithographs; prints and works of applied 

art unless they are produced in several identical copies (including original 

goldsmith's and silversmith's work and c e r a m i c s ) . R e - s a l e s  of architectural works 

are excluded in the legislation.

Any re-sales for commercial purposes within the art trade are liable to Droit de Suite 

including both public and private transactions. Only private transactions without the 

participation of a commercial seller or someone that arranges the sales of works of 

art are excluded under Danish Law. The basis of assessment for the royalty is the 

sales price of the work, including the auction fee if applicable, but excluding VAT. 

The royalty is charged at a rate of 5 per cent. Remuneration is only payable to the 

artist if the sales price exceeds 2 OOODKK (excluding VAT).

Market Tracking International (2000)
Danish Ministry of Culture(1998)
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Under the Danish Copyright Act claims for Droit de Suite can only be advanced by 

an organisation which has been approved by the Ministry of Culture. The 

organisation Copy-Dan was given this role in 1990 and is solely responsible for the 

collection and distribution of the royalty for artists. Copy- Dan collects Droit de Suite 

for all artists in Denmark regardless of whether they are members of the society or 

not. In other words, although an artist is not obliged to have the royalty collected 

paid to him, he can not actually prevent it being collected on re-sales of his works. 

To set up the collection system , Copy-Dan compiled a list of artists when Droit de 

Suite was established in the state in 1990 from various artists societies or individual 

artists who approached the organisation themselves. Anyone who commercially 

sells works of art is under a legal obligation to forward an annual statement of the 

sales ( certified by a state-authorised public accountant or registered accountant) to 

Copy- Dan. Copy - Dan also monitor auction sales through reviewing auction 

catalogues although the society has no right to inspect the books of private dealers. 

The beneficiaries claim for payment from Copy- Dan then lasts three years from the 

end of the year in which the sale took p l a c e . I f  the claim lapses after three years 

the money is retained by Copy-Dan and used to reduce administration costs and for 

other benevolent funds for artists.

In 1998 there were 2507 Droit de Suite eligible items sold in Denmark with a 

combined value of 61.9 million DKK or 8.3 million Euro. Dealers sales accounted for 

17 per cent (10.5 million DKK or 1.4 million Euro) of these eligible sales whilst 

auction sales accounted for the remaining 83 per cent (51.4 million DKK or 6.9 

million Euro). Droit de Suite eligible sales make up around 16 per cent of total art 

sales in Denmark (5 per cent of total dealer sales and 30 per cent of auction sales 

and nearly 5 per cent of Droit de Suite eligible sales in the EU).

Table 4 below shows figures for Droit de Suite collected and distributed from 1990 

to 1999. The amount of the royalty collected has increased over the period by 3.3 

million DKK or over 300 per cent . There is a decrease noticeable in 1992/93

The Law of 1989 states that the levy is not applicable to applied or other art when produced in a series of 
identical copies, however certain reproductions in a limited edition are subject to the remuneration.

This period can be extended by written demand from the beneficiary (D.M.C.,1989)
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however this coincides with the period of crisis in the art market which may explain 

the trend. The number of artists receiving the royalty has increased considerably , 

doubling over the nine year period . Amounts of the royalty distributed to artists is 

also reported to have increased over the period by 2.68 million DKK or nearly 300 

per cent. The Ministry of Culture (1998) however report that the most artists receive 

only small payments . For example- in 1996, 327 or around 70 per cent of artists 

received payments of 100-499 DKK (13-67 Euro) , but only 9 or under 2 per cent of 

artists received more than 50 000 DKK or 6708 Euro. Also a large percentage of 

payments goes to artists heirs rather than the artist themselves. In 1998 for example 

of the Droit de Suite payments made to Danish artists , 86 per cent were paid to the 

artists estate and only 14 per cent to the artist themselves.

Table 4. Collection and Distribution of Droit de Suite in Denmark 1990-1996

Amount

Collected

Amount Distributed

Year mill DKK No. Artists DKK mill

1990 1.7 298 0.94

1991 3.1 378 1.88

1992 2.3 365 1.29

1993 1.7 339 0.89

1994 2.3 394 1.74

1995 3.4 426 2.40

1996 4.0 472 2.81

1997 4.0 520 2.81

1998 6.3 530 4.87

1999 5.0 593 3.62

Source: Danish M inistry of Culture, 1998; CopyDan 1999

In 1998, Copy-Dan report that Droit de Suite collected in Denmark amounted to 

843,387 Euro or 6.3 million DKK. Of this , 83 per cent or 700 011 Euro came from 

auction sales with the remaining 17 per cent or 143,376 Euro of the levy collected

Market Tracking International (2000)
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from dealer sales. It should be noted that this estimate is considerably larger than 

the estimates of Market Tracking lnternational(2000) given in Table 4. This reflects 

in part the fact that payments to foreign authors societies are included in Copy-Dans 

figures as well as the general problem of the considerable variability in recording of 

statistical data pertaining to Droit de Suite. Copy- Dan's administrative costs to 

distribute the levy have fluctuated between 30-45 per cent since it was introduced. 

Their most recent figures estimate administration costs at 15 per cent.^®® It is 

estimated that around 655 967 Euro or 4.9 million was distributed in Droit de Suite 

to artists in 1998. In that year 530 artists and heirs benefited from Droit de Suite. 

Approximately 84 per cent of those artists were Danish and of those, 162 or 14 per 

cent were living.

2.5 Finland

The Finnish art market is relatively small- the fourth smallest in the EU with sales of 

12.3 million Euro in 1998 and representing 0.1 per cent of EU art trade.

In Finland, the legislation on Droit de Suite is contained in Finnish Copyright Act, 

Law no. 404 of 1961 which was amended by Law no. 748 of 1998 and the Finnish 

Copyright Decree No. 574 of 1995 which introduced resale royalties in to the 

copyright legislation. Again the resale right contained in the Act is inalienable but 

transferable to heirs for 70 years after death. Heirs as defined by Article 41 of the 

Copyright Act can be the surviving spouse, direct descendants, or adopted children 

and their descendants. If there are none of these heirs surviving the author, the 

remuneration's are put into a communal fund for artists. The law covers all Finnish 

artists sales in Finland plus sales of foreign artists whose habitual residence is in 

Finland.

The law covers all "works of fine art" but expressly excludes works of architecture, 

photographic works, and products of artistic handicraft or industrial art which have 

been produced in a plurality of identical copies. Unique works of artistic handicraft 

and industrial art are entitled to the royalty upon resale and the evaluation of what is

Duffield (2000)
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considered 'unique' is carried out by each work of art or artist individually rather than 

according to any set criteria in the legislation.^®®

All professional and public re-sales of works of fine art are liable to Droit de Suite 

which includes both auction and dealers sales. The basis of assessment for the 

royalty is sales price excluding VAT on which a royalty of 5 per cent is due . The 

minimum price for the royalty to become due is 1500 Fim.

In Finland , under Article 26j of the Copyright Act, collection of Droit de Suite is the 

responsibility of an organisation representing authors and artists approved by the 

Ministry of Education. The Visual Artists' copyright society Kuvasto has been 

approved to collect the royalty under the Ministry of Education mandate. Kuvasto 

was founded in 1987 by the Artists Association of Finland and began to collect 

royalties in 1995 when Droit de Suite was brought into law. The organisation 

represents around 860 Finnish rights holders and represents some 24 000 foreign 

artists whose works are sold in Finland on the basis of agreements entered into with 

international sister organisations. Payment of the royalty is the obligation of the 

seller or middleman in the sale of the work of art. The seller is obliged to submit an 

account of sales of works annually to Kuvasto. For closed deals in practice , 

collection is based on information which professional art dealers submit to the 

organisation four times per year. Kuvasto may also request the dealer or other seller 

to submit any information necessary for the verification of the correctness of the 

payments made on sales for a maximum of three calendar years preceding the year 

of the payments. If Kuvasto experiences any difficulties obtaining the required 

information from an art trader they can ask the county government of the area to 

compel the seller to fulfil their obligation under threat of a fine. The county 

government also has the right to inspect the business premises of the seller along 

with any documents or correspondence concerning the sale in question.

The resale royalties collected by Kuvasto are distributed to artists and their estates 

according to the 'accounting rule' of Kuvasto which is simply after the close of

Market Tracking International (2000) 
Kuvasto (2000)

271



accounts each year. Kuvasto retains 25 per cent administration cost from collected 

remuneration's.^®^

In 1998 there were around 1053 items sold in Finland that were liable to Droit de 

Suite with a combined value of 1.8 million Euro or 11 million Fim which represents 

around 8 per cent of sales of works of art in the national market that year ( and 1 

per cent of Droit de Suite eligible sales in the EU) . Around 83 per cent of these 

sales took place via auctioneers with the remaining 17 per cent through dealers (in 

value terms). Given the levy of 5 per cent, Market Tracking International (2000) 

estimates of amounts of Droit de Suite collected in 1998 are around 2.5 million Fim 

or 0.4 million Euro.^°^ Given Kuvasto report that they retain 25 per cent of the royalty 

in administration costs, the amount distributed to artists in 1998 was approximately 

1.0 million Fim or just under 0.3 million Euro.

2.6 California

The US is the second largest international art market next to Europe with sales in 

1998 of 5 540.1 million Euro, 56 per cent of which are sales through auction houses 

and 44 per cent dealer s a l e s . T h e  share of international trade is divided between 

the EU at 31 per cent, the US with 24 per cent and other art markets accounting for 

the remaining 45 per cent.^°^ The US art market is growing at the fastest rate 

internationally with an increase of 81 per cent in sales between 1994 and 1998 

compared to with an average growth over the period of only 26 per cent.^°'‘ Statistics 

are not available for the size or turnover for the Californian art market.^°^

California is the only state within the US to have resale royalties legislation. 

Royalties for visual artists were introduced by State Statute in 1976 and came into

Kuvasto (2000)
Market Tracking International (2000)
This could be an over-estimate however as Kuvasto (2000) report collection of royalties in 1998 at 1.3 million 

Fim or 0,2 million Euro
Market Tracking International (2000). Only the Irish, Greek and Portuguese markets rate below Finland in 

terms of art market sales
European Commission (1998)
The second fastest growth in sales at a country level came from the UK with an average increase from 1994 

to 1998 of 40 per cent (Market Tracking International,2000)
According to Kusin (1999) this lack of statistics actually derives from the royalties in place in California as 

most traders will move works out of the state to sell them to avoid payment.
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effect via the California Resale Royalties Act (Civil Code section 986) on January 1 

1977.^°® As in the EU, the right to the 5 per cent resale royalty is inalienable In 

practice- it may be waived under the legislation only by a contract in writing providing 

for an amount in excess of the 5 per cent of any resale to the artists. The artist may 

also assign the right to collect the royalty payment to another individual or entity 

however this does not constitute a waiver of the levy under the law.^°^ Upon the 

death of the a r tis t , the resale right is transferred to the artists heirs, legatees or any 

other personal representative chosen by the artist under their Will or Trust for 20 

y e a r s . T o  qualify for the royalty, the seller must be a Californian resident or the 

resale must have taken place in California. The artist must either be an American 

citizen or have been a resident of California for three years previous to the resale.

The law defines works of art eligible for the royalty as original paintings, sculptures, 

drawings or original works of art in glass (excluding works of stained glass artistry 

when attached to real property but including works of sculpture or statutory on or 

within real estate).

Both public and private sales that take place in the State of California or where the 

seller is a resident of California , are liable to the resale royalty. The basis of 

assessment for the royalty is the resale price and on this a royalty of 5 per cent is 

due. The royalty is not applicable however if the gross resale price is less than the 

purchase price paid by the seller. In the 1976 Resale Royalties Act the royalty was 

also not applicable to the resale of an art work by an art dealer to a purchaser within 

ten years of the initial sale of the work by the artist to an art dealer, provided all 

intervening re-sales are between art dealers. In 1982 an amendment was made to 

the Act such that resale transactions made within two years of the prior sale are 

exempted from the royalty. The minimum price for a sale of a work to become liable 

to the royalty is $2000 (gross sales price).

The artists resale contract is also sometimes called a 'Projansky Contract' after lawyer Bob Projansky who 
was responsible for its rather controversial introduction.

California Resale Royalty Act 1977- Civil code section 986. Part (a)
This right of transfer to heirs only applies to artists who die after January 1,1983 
The California Arts Council (2000) give the example of a $5000 royalty paid in 1981 to the creator of a 

fountain in Ghiradelli Square in San Francisco when the square was sold.
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Under Californian Law, it is the obligation of the seller to both locate the artist and 

pay the royalty due. If the seller or agent is unable to locate and pay the artist within 

90 days of the sale, they are then required to pay the 5 per cent royalty due to the 

artist to the Californian Arts Council where amounts received are kept in an account 

in the Special Deposit Fund in the State Treasury. The California Arts Council must 

then attempt to locate the artist and administer the levy due. If the council are unable 

to find the artist, the levy is held for a period of seven years, after which time the 

right of the artist terminates and the money reverts to the council for use in 

acquiring fine art for its Art in Public Buildings Programme. If a seller fails to pay the 

artist the royalty due or transfer it to the Arts Council, the artist can bring damages 

within three years after the date of the sale or one year after the discovery of the 

sale , whichever is longer. Under the Resale Royalties Act, an artist is entitled to 

recover reasonable attorney's fees if a successful lawsuit is brought to recover the 

royalty.

The California Arts Council state that collection and distribution procedure is 

problematic. It is often difficult to locate the artist and there is no system where 

artists register with the Council or any connections to unions or other organisations 

for visual artists. The Council also has no means to monitor who is paying the royalty 

or not and has no designated funding to run the system but must take it from existing 

staff and budgets. The Arts Councils responsibility is merely to hold on to money for 

artists and they are not an enforcement agency that tracks the amounts of art sold or 

by whom. The Council do not retain any administration costs for locating artists or 

track the amount of time or money spent locating artists and administering the levy. 

A large part of the reason for this is that the Council receives money very 

infrequently. An average of the past seven years shows annual payments to artists 

of $802 or 927 Euro.^^°

Whilst many major dealers and auction houses may set aside funds to pay the levy 

due on re-sales of eligible works, the levy is usually not paid until or unless the artist 

concerned seeks payment. Kusin (1999) reports that major Californian dealers and

Correspondence with CAC (2000)
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auction houses that have sale venues outside the state typically export eligible 

works to avoid incurring the cost and complications of paying the royalty.

3. The new EU directive: Policy implications and conclusions

The UK is the largest art market in the EU with sales in 1998 of £3287 million or 

2363.9 million Euro representing over 60 per cent of the EU art trade.^’  ̂

Internationally , the UK art market is rivalled only by New York but there are fears 

that factors such as the increased costs and 'red tape' associated with Droit de Suite 

and other EU imposed regulations may slowly tip the balance of trade in 20th 

Century art towards New York or elsewhere outside the EU as vendors try to avoid 

the higher costs of selling in London. The extent of the diversion of trade caused by 

the introduction of the royalty is still a moot point. Opponents of the royalty, such as 

the British Art Market Federation ,claim that by 2005 , introduction of the royalty 

could lead to a loss of sales of as much as 78 per cent or nearly £60 million per 

annum and will put between 5000-8000 jobs in the art trade at risk.^^^ Others 

contend that these fears for the British art trade are grossly exaggerated .The British 

art trade has considerably diversified its risks with contemporary and modern art as 

just one of many specialisations and one which has never been dominant given the 

central status of New York for this sector of art trade in recent history.

Given that the Council of Europe has adopted the Directive on resale rights in 2000, 

the debates as to the merits or otherwise of the royalty, although still highly 

disputable, are now superfluous in an EU context.^^"* What is relevant at this stage is 

to attempt to determine the most appropriate methods of incorporating the directive 

into the laws of member states and the creation of an effective apparatus for the 

collection and distribution of the levy. In doing so, it is useful to draw on the different 

experiences gained in the various countries that have had Droit de Suite in place.

Kusin (1999) states that one of the major auction houses actually has an internal directive requiring that all 
works potentially liable to the Californian royalty be exported to avoid the complication perceived by its major 
consignors

Market Tracking International (2000)
British Art Market Federation (2000)
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The UK , albeit with a lengthy derogation for application to heirs, will have to enforce 

the royalty by 2006 along with the rest of the EU. The most productive discussion 

now is how to introduce and operate the royalty at the lowest possible cost and with 

the least possible disruption to the art trade. Whereas the legal form and content of 

the resale right has largely been determined in the Directive, aspects of collection 

and distribution have been left to the discretion of member states and it is here that 

the UK possibly can learn the most from those countries that currently administer the 

royalty. Before analysing these procedures it is instructive to consider a brief over 

view of the proposed legislation.

The main provisions of the Directive can be summarised as follows:

• The 'right' itself and its applicability

Under the Directive the resale right is unassignable and inalienable. Inalienabilty is 

already enshrined in the legislation of all of the EU states and in practice in 

California. It has been argued that this property is at odds with one of the aims of 

introducing Droit de Suite, namely to put visual artists on par with authors and 

composers, who are free to sell their works as a lump sum and waive the right to 

future royalties. However the arguments in favour of inalienability, especially those 

that go beyond mere paternalism towards artists, have swayed most legislators in 

favour of its retention.^^^

The right is transferable under the Directive to heirs for up to 70 years after the 

death of the artist. This legislation is again already in place in the EU states as it 

forms the basis of other copyright laws. There are arguments against the length of 

succession rights given what has transpired in the royalty system in most states. 

Extending the right to life plus 70 years has primarily benefited heirs of artists

The debates over the benefits and costs of Droit de Suite are covered well in the economic and legal 
literature. See especially Alderman (2000), Bogle (1998), Filer (1984),Ginsburgh (1996), Hansman (2000), 
Becker et al (1995), O'Hagan (1998a) ,Perloff (1998), and Solow (1998).

A particularly strong argument is that Inalienablity reinforces the artists incentive to consider the effects of his 
actions on his art and artistic career as a whole including works he has already sold. Others include possible 
asymmetric information between emerging artists and experienced art dealers and the fact that It promotes scale 
effects and efficiency in the collection of the royalty. For a full discussion of the debate see Hansmann (2000).
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particularly of the most famous, rather than the living artists th e m se lve s .P a rtia lly  

due to the opposition this has aroused and to give states a chance to adapt their 

legal systems, countries such as the UK that do not currently apply the royalty are 

given a six year derogation after the introduction of the royalties in 2006 from 

extending the right to heirs. On the basis of equity with other artists, arguments 

against the 70 year rule overlook the fact that there is no other area of copyright 

where creators whose works are used most extensively do not achieve the highest 

earnings- copyright automatically benefits well known artists of all kinds.

The Directive does not specify which heirs may be included and this is left to the 

discretion of the individual states. France, Denmark, and Finland restrict the law of 

succession to family members of the deceased, whereas Germany, Belgium, and 

Finland leave the artist the legal right to assign heirs. The latter system is more 

appropriate in that it is in keeping with most other inheritance legislation whilst the 

former does not comply with the principles generally recognised in any other 

copyright law.

• Works covered and Liable sales

The directive states that re-sales of works covered by the right must be original 

works of graphic or plastic art. This includes pictures, collages, paintings, drawings, 

engravings, prints, lithographs, sculptures, tapestries, ceramics and glassware and 

photographs- provided they are all original or copies 'considered to be original' i.e. 

copies made by the artists or under their authority in limited numbers. The legislation 

in all states conforms with the directive regarding 'originality ' and the art forms 

outlined cover those in national laws. The directive in some cases expands the 

range of works covered, for example Finland expressly excluded photographic works

Art Business Today(2000) give the example: "... Droit de Suite...(is)... little more than a hand-out to the rich 
descendants of famous artists...in France 43 per cent of the levy is paid to 0.025 of those eligible, mostly the 
descendants of Picasso, Chagall and Matisse..." pp. 10

Filer (1984) also points out that if the right was only to apply to the artists lifetime and a short period after, that 
sellers might avoid the royalty through transferring the work on the basis of a long term lease with an option to 
buy at a time after the right has ceased. Pfennig (1997) also argues that the rapid turnover of works of art as a 
result of the frequent change in art preference trends increases the number of re- sales particularly in the sector 
of the living generation of artists. He estimates around two thirds of the turnover in art trade involves works of 
contemporary artists.
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however over the past ten years they have evolved into a specialised sector of the 

art market reaching prices on par and often superior to other forms of fine art.

All re-sales that involve any art market professionals are covered under the directive. 

(There is an exception made for private sales to non profit public museums.) In 

principle, all sales public and private should be covered by the legislation but the 

practicalities and cost of monitoring all private transactions makes this unrealistic. In 

all the countries analysed, in actual practice , royalties are only collected on public 

sales through auctions or dealers. France and Belgium further limit the royalty to 

auction sales only. The rationale is that it is at these auctions where works achieve 

the highest prices and sellers, auctioneers, experts, and any other middlemen make 

substantial profit whereas the artist, the reason for the success, makes nothing. 

Royalties therefore address this imbalance to some extent, and are easy to monitor 

being publicly announced and notified. However in order to prevent competitive 

distortions and reallocations of turnover within a national art market between 

different sellers, all professionally based sales must be included. The German 

system is able to monitor both auction sales and collect lump sum royalties from 

dealers at less cost than France or Belgium, implying that an efficient system 

covering all public sales need not incur higher costs if collection procedures and 

monitoring are kept simple.

Finally, an optional clause is included in the directive that member states may 

exempt professional sellers from the royalty that buy directly from the artist and 

resell the work within three years. This is similar to the two year exemption in 

California, and is designed to encourage dealers to still invest in emerging and 

young artists that may be more risky when it comes to resale. To ensure the 

interests of these emerging artists are still accounted for, particularly where there 

may be asymmetric information in relation to experienced dealers regarding their 

value and potential, this exemption only applies to re-sales where the price is below 

10 000 Euro.

Pfenig (1997)
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•  Basis of assessm ent, Rates and Minimum Price

The basis of assessment for the royalty is gross sales price net of tax. All of the 

countries discussed use sales price, albeit with some variation in deductions 

allowed, for the most part due to the practical difficulties that other measures involve. 

For example, under Italian law, the basis of assessment is margin or appreciation in 

value. Under this system the artist not only gets a share of the actual appreciation 

from the initial sale, but also benefits whenever the work is sold at a price below the 

initial one providing the price was even lower at the preceding sale. Practically too it 

is virtually Impossible to track all price transactions and then the procedure is further 

complicated accounting for inflation, devaluations or any other factors affecting 

nominal prices. The costs of using this base would outweigh the income gained by it 

and has made the Italian system unworkable in practice.

The royalty provided in the directive consists of a tapering scale of rates of several 

price bands ranging from 4 per cent for re-sales up to 50 000 Euro up to 0.25 per 

cent for those with a value over 500 000 Euro, but with a maximum royalty payable 

of 12 500 Euro. The effect of the royalty scale is that artists producing lower priced 

works will receive a proportionately higher payment than those with higher priced 

works. The system is designed to be skewed towards less well established artists. 

The upper cap also limits what already well established, and presumably wealthy, 

artists and their heirs can receive. The tapered scale is also defining the levy as far 

as possible to ensure that artists receive an appropriate share whilst the burden on 

the art trade is minimal and the potential for trade diversion reduced. A concern 

however remains in putting this scale into practice given the experience of Belgium 

which changed from a similar scale to a single rate to increase the efficiency of 

enforcing the royalty. At very least, the system will mean extra calculations will have 

to be made by collecting societies which could increase administrative costs and 

also make it more difficult to enforce simple alternative arrangements with dealers 

and other sellers such as lump sum payments based on fixed percentages of annual 

sales. It may also provide incentives for artificial price manipulation in order to fit into 

a more favourable royalty bracket.
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A minimum price is included in the legislation of all of the countries analysed. The 

idea behind this is that royalties should not be collected on re-sales below this 

threshold as the administration and collection costs would outweigh the small 

amount of income generated for the artist. It works in a similar way to a tax free 

allowance- no royalty is paid up to the threshold but when the sales price exceeds 

the minimum price than payment of the levy is due on the full amount. The minimum 

sales price in the directive is 4000 Euro. The table below shows the minimum 

thresholds in the six countries analysed. The EU's minimum is set well above any of 

those currently in operation in the EU or California. Because of this and under the 

principle of subsidiarity, member states are allowed under the directive to establish 

national thresholds below the community threshold. This is to allow states to still 

promote the interests of new artists or artists that work in media such lithographs, 

drawings or ceramics that by their nature may command lower prices than paintings. 

Germany and especially France have particularly low thresholds but report 

administration cost of collection at only 10 per cent and 20 per cent respectively. It 

may be possible that a number of very low priced eligible sales may have the levy 

uncollected as it would be very costly to monitor and collect royalty payments for all 

re-sales above such low minima. Especially for low priced private sales, parties 

involved in the transaction would lack incentives to declare the transaction and 

information costs would be excessively high for a collection society to gain 

knowledge about each transaction. An alternative could be to insist on registration of 

ownership but this would be likely to bring about problems over rights to privacy as 

well as ensuing its own costs to set up the system.

Table 3.1 Current Minimum Thresholds for Droit De Suite (Euro) *

Belgium Cali. Denmark Finland France Germany

1240 2181 268 252 15 51

Source: Section 2 'exchange rate: inter-bank exchange rate 18/8/00

• Collection and Distribution

The Directive states that it Is designed 'without prejudice' to the arrangements 

member states engage in for collection, distribution and general management of the

Bogle (1998)
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royalty system (apart from the fact that they must ensure artists actually get the levy 

they are due). It is in this area that states such as the UK who have never had the 

levy have the most discretion and the most potential to learn from the experiences of 

others. Three key features of each of the collection systems are summarised in the 

table below:

Table 3.2 Droit de Suite collection systems

Belgium Cali. Denmark Finland France Germany

Central

collection

no no yes yes yes yes

Rights to 

information

Partial None Partial Full Partial Full

Admin.

costs

15% n/a 15% 25% 20% 10%

The first feature is 'central collection' i.e. collection and distribution of the royalty by 

one central authors society . Article 6 of the directive states that member states may 

decide whether collective central management of the royalty is compulsory or 

optional. Germany, Finland, France, and Denmark use a central agency to manage 

the royalty whereas the other member states have a number of societies involved in 

the collection procedure. California is slightly different again as it is the sellers 

obligation to find the artist and pay the royalty or else the levy is paid to the Arts 

Council.

From the analysis of the previous section and interviews with key informants in the 

various collection societies, there appear to be several advantages of central 

collection:

• It is easier to establish and maintain co-operation with artists and the art trade if 

one central agency has the sole responsibility to collect royalties. It is easier to 

maintain a register of artists and art sellers if they all must subscribe or report to 

one central agency which inevitably makes the job of matching the sale and the 

artists royalty due more straightforward .
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• There are learning curve and scale effects in collection. When only one society 

is looking after all resale rights this brings synergy and cost savings. Handling a 

large pool of artists and sales gives the society experience with the procedures 

and art works involved which allows them to gain knowledge and skills more 

quickly .There will also be economies of scale in monitoring and administration 

costs from dealing with a larger quantity of artists and sellers making the 

collection system more efficient and cost effective. These savings are particularly 

enhanced if there is one general society for all authors as is the case with the 

German society VG Bild- Kunst and Kuvasto in Finland as costs fall the greater 

the number of artists or other areas of the art trade included .

• A central collecting society can gain sales information in a manner that is least 

disruptive to the art trade. It is easier for dealers and other sellers to report sales 

and turnover to a single organisation, for example on the basis of a compulsory 

annual report. Especially in the case of private dealers where individual re-sales 

may be hard to track, it gives the organisation the possibility of charging sellers a 

levy on the basis of overall turnover and paying royalties due in a lump sum as 

carried out in the German system.

• When there is more than one collection society, there will be competition to get 

artists on their books. As royalty rates are fixed by the law and administration 

costs do not differ greatly between agencies within a nation, rather than 

generating positive competition effects for the artists, the process tends to 

increase costs and erode scale and learning effects discussed above.

• It is easier to gather and evaluate statistics on collection and distribution when 

there is only one central agency. Article 11 of the directive , the 'revision clause', 

allows for the possibility of periodic adjustment of thresholds and rates . The 

Commission, based on reports from member states, must report on the 

implementation of the Directive and its effects on the art trade to the Council, 

Parliament, and Economic and Social Committee not later than the of January 

2009 and thereafter every four years. It will be much easier to assess the impact 

on the competitiveness of the EU market versus those without Droit de Suite 

with reports from a single body in each member state.
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The main purpose behind a collection agency is to allow the artist to claim their 

rights and to do this the agency must solve the 'information problem' for artists. The 

artist needs to know if they have a right to a particular claim in the most simple and 

efficient manner possible. To be able to assess which sales take place, which are 

liable to Droit de Suite, and to ensure the highest collection of revenues possible , 

the collection society should be entitled to information from the seller. This right 

should be preferably be granted to one central collection society to avoid the 

disruption to art traders confronted with a mass of requests for information on behalf 

of a multitude of individual beneficiaries. An efficient system could then be put into 

place such that demands for information on re-sales become a regulated procedure 

occurring once a year or at some other suitable interval. An example of best practice 

in this regard is the German system. Auctioneers are obliged to notify the collection 

society of all sales, there are blanket agreements with dealers to submit a 

percentage of their annual turnover, and there is the right to examine records of 

sellers to ascertain prices and the identity and location of the seller. The only other 

country in this study that has the right to information in national law is Finland where 

the central collection society Kuvasto is able to request any other information it 

requires for verification of correct payment from the sellers. Again the fact that there 

is just one national society making requests for information is less disruptive to the 

normal functioning of the art trade than a number of requests from individual artists 

or agencies.

In France and Belgium, the royalty is only levied on auction sales, and whilst 

auctioneers have an obligation to report sales, the law does not give the collecting 

societies any investigative rights. Similarly in Denmark, Copy- Dan has no rights to 

inspect the documentation of private dealers. In California, the onus is on the seller 

to find the artist or report the sale. Although there are a few notable cases where 

artists have taken sellers to court for non- payment, the general attitude of both 

artists and sellers appears to be avoidance rather than compliance. The California 

Arts Council report that one of the reasons it has been so difficult to enforce the law, 

apart from inability to monitor sales is the lack of 'teeth' in the law . The comments of 

a Californian art dealers seem to summarise the attitude of many in the art trade
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towards the royalty "... nobody's paid, nobody's sued, everybody's avoiding 

it...people are not paying attention to the law..." (Filer, 1984: 6).

The right to information has been recognised as important by the EU and is included 

in Article 9 of the directive. In this article it states that the collection society or artist 

has the right to obtain information from any professional art seller which is necessary 

to secure payment of the royalty for a period expiring three years after the first of 

January of the year following the date in which the resale occurred. The directive 

does not specify how to execute this right but it needs to be a real intimation to 

sellers to ensure compliance. Some form of sanctions in the event of non- 

compliance would also be desirable in order to ensure payments are not evaded, 

however these do bring their own costs of monitoring, detection and enforcement.

Droit de suite is useless and runs counter to its purpose if the costs to administer the 

system completely or partially offset the gains in income accruing to it. 

Administration costs fluctuate at present between 10 per cent and 30 per cent 

depending on the importance of the market and the state of organisation of the 

collecting society . There will obviously be lower costs in larger art markets due to 

economies of scale but this is not the only factor that reduces costs. For example 

France has larger art market than Germany and sold more Droit de Suite eligible 

items in 1998, yet has average administrative costs for collecting Droit de Suite 

double that of Germany.^^° This may be due to a variety of reasons but the cost 

saving and efficiency of having a centralised collection agency for all authors Is likely 

to be a factor. Germany too has the lowest cost despite collecting both auction and 

dealer sales. This results from a combination of the positive efficiency features of the 

system plus the benefits of a large, well developed and transparent art market. The 

lump sum system scheme involving 80 per cent of sellers in Germany has proved to 

be particularly easy to implement and reduces costs of monitoring for Bild- Kunst. It 

has also minimised inconvenience and disruption to the art trade as it involves very 

little extra effort on behalf of traders, being part of their regular tax information 

obligations. The system has lead to high levels of positive co-operation between the

France did distribute 0.8 million more than Germany according to Market Tracking International (2000) 
estimates
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collecting society and art dealers which has helped maximise collection and reduce 

costs.

Finland has central collection but relatively high costs. A contributing factor is likely 

to be relative inexperience and small market size -at 0.1 per cent of EU art trade 

the market is too small to provide scale economies in monitoring and collection 

would . Denmark is also a small market (0.5 per cent of EU art trade) but has 

reduced its costs significantly since the introduction of the royalty system in 1990. 

The Danish system has compulsory collection which should have a reducing effect 

on costs. On the one hand, the additional funds that are collected but not distributed 

to artists can be used to reduce administration costs, but on the other it is more 

costly to track sales of all artists. The main reasoning given for this system is it 

ensures one artist doesn't have competitive advantage over another however it can 

be argued that it is more democratic to let artists themselves decide. In Belgium, 

the administration costs of SABAM have dropped to the 15 per cent. The removal 

of the indirect collection system and the simplifying of the levy to a single 

percentage have contributed to this drop in cost.

DACS, the Design and Artists Copyright Society, is responsible for administering the 

rights of visual artists in the UK. This organisation believes that their administrative 

costs to administer the right would be under 15 per cent after some possibly higher 

initial start up costs.^^^ Given that this society already has much of the needed 

infrastructure in place, costs could fall as low as 10 per cent with only one to two full 

time staff needed for administration of Droit de Suite.

The key characteristics of any collection system is that it should be practicable , 

pursue a specific goal for the artist and do so at minimal procedural costs to both 

the artist and the art trade. The possibility of disruption to the art trade due to both 

the cost and administrative burden of the royalty is a concern especially for states 

such as the UK that have never had it in place. The worry is that EU harmonisation 

of resale royalties might not eliminate trade distortions, but only lead to different 

trade diversions -  paintings would be traded in Zurich and New York instead of

Duffield (2000)
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London. It is debatable though to what extent such relocation would take place. On 

the one hand, Mr. Bolkestein, the spokesman of the responsible commissioner 

stated: ’’Britain’s worries are not sufficiently well-founded... The fear that ... the 

resale right would lead to relocation of sales and job losses is very, very 

exaggerated.”^^  ̂ On the other hand, it was estimated that the introduction of the 

Droit de Suite could cause a drop in value of works sold in the UK of approximately 

£220 million.^^^

It is hypothetical at best to estimate the extent of trade diversion due to Droit de 

Suite. Some insight can be gained from considering the position of a seller faced 

with paying the royalty or shipping the goods to an extra-EU destination for resale. 

Based on estimates for a German seller sending an item to New York for sale and 

including all shipping costs i.e. freight (packing and handling), insurance, customs 

clearance and order processing costs. Market Tracking International (2000) estimate 

that shipping the good for sale to avoid the levy would only become viable for works 

over 50 000 Euro. Below this, shipping costs would outweigh the amount of Droit de 

Suite saved. In reality therefore only the UK and French markets are likely to lose 

any significant trade, as they are the only states that sell Droit de Suite eligible works 

over 50 000 Euro. In 1998 1 090 eligible items over this price were sold in the UK 

worth some 317.7 million Euro. In France there were 266 such items sold worth 37.2 

million Euro. If these goods were shipped to New York, the loss to the EU art trade 

would be in the order of 355.5 million Euro (48 per cent of the total) as well as a loss 

of approximately 7.5 million Euro in the Droit de Suite that would have been due.

Whether and to what extent Droit de Suite influences the international 

competitiveness of the UK art market, it is certain that it is only one condition out of 

many that influence sellers decisions on which geographical locations they will use 

to trade art. The royalty is only one of several fiscal and legal factors that affect trade 

and the art market. Various taxes, commissions charged, contributions to artists 

funds, import, export and other regulations

Artist’s Resale Right, Art Bulletin, February/ March 2000, Dublin, p. 6.
Art Business Today, January 2000, p. 10. See also Bogle and Ginsburgh (1998) who argue that the 

introduction of the resale royalty would only drive business away from the EU to New York and Switzerland.
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all have trade effects, many much more significant than Droit de Suite. The 7th 

directive on VAT introduced in 1995 has, like Droit de Suite, sparked further 

concerns over diverting trade from the EU. The introduction of a 5 per cent minimum 

for import VAT was a particular concern to the UK as a large importer of works of art 

from third countries. Due to the extensive lobbying from various sectors of the UK art 

trade a temporary derogation was allowed for the UK to apply a 'super-reduced rate' 

of 2.5 per cent however this was brought into line with the rest of the EU on July 1®* 

1999 after the European Commission reported that the introduction of VAT from 

zero to 2.5 per cent had not significantly damaged the UK art trade.

In attempting to evaluate Droit de Suite and its implications , it is important not to 

overlook the fact that the art market is subject to a range of historical, political , 

economic and legal influences. Legal and fiscal constraints influence the trade in art 

directly yet Droit de Suite is only one feature amongst many others. It is important 

however that its potential effects on the trade are not ignored especially in 

consideration of other constraints such as VAT and other taxes , which can 

cumulatively affect the competitiveness of an art market. To minimise the diversion 

of trade from the UK, it is now crucial to introduce and administer the royalty in as 

efficient means possible with minimal disruption to trade whilst ensuring this 

essential authors right is properly acknowledged. Given the experience of the 

countries analysed that currently have Droit de Suite the following points are c le a r:

• In being introduced to countries such as the UK , the legislation and procedures 

involved with Droit de Suite should be formulated as simply and clearly as 

possible to avoid disruption and confusion amongst art buyers, sellers, and 

producers

• Given many features of the royalty are determined in the directive, member 

states should concentrate on the crucial areas of collection and distribution 

where discretion is allowed. On balance the following basic recommendations 

seem appropriate:

> Collection of Droit de Suite should be carried out by one central institution to 

maximise efficiency and ease of reporting and minimise administration and 

other collection costs
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> Where possible the collection agency should be the national authors society to 

make the most out of economies of scale and cost savings.

> All collection societies should belong to a network or umbrella organisation to 

enable reciprocal exchanges of rights and funds for artists internationally at a low 

cost through the use of common administrative systems.^^'^

> From the experience of the German system, currently the most efficient, a legal 

obligation for dealers and auctioneers to periodically report turnover in eligible 

works of art and pay in a lump sum is desirable.

> To ensure maximum revenues collected from the royalty, the collecting society 

should have full rights to inspect the accounts and documentation of selling 

agents within the bounds of respect for their confidentiality. This right should be 

backed with the threat of potential sanctions to ensure compliance.

Finally an important measures to ensure that Droit de Suite Is meeting its objectives 

in the most efficient manner possible on an EU wide level is on-going monitoring and 

evaluation. Once the royalty has been put into place , it is important that both the 

legislation itself and methods of implementation are reviewed regularly . Only by 

continuous review and learning through experience can the effects of Droit de Suite 

be fully assessed in terms of the competitiveness of national markets, the 

competitiveness of the EU as a whole compared to art markets without the royalty, 

and its effects on artists and art production.

CISAC (the Confederation of Societies of Authors and Composers) is a non-profit, non-governmental 
organisation embracing 165 collecting societies representing creators in 90 countries. It was founded in 1926 in 
Paris where its headquarters still exist. (ClSAC,2000)
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