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The conscious purchase of works of art

“The complexity of
the art object
requires a careful
analysis that
combines an
in-depth study of
its various values
with its material
structure and
technical
execution.”

In the field of insurance, risk analysis is a systematic process of identifying,
evaluating, and managing potential risks that could have a negative impact
in terms of partial or total loss of the goods covered by insurance.

In the field of fine art insurance, this proactive risk analysis focusses on three
key areas: the environment as the geographic area where the risk is
located; the container as the building that houses the insured asset
(including its surroundings); and the art object as the “insured object.”

It is precisely the art object as the sum of several elements and multiple

meanings, which requires an evaluation that considers this complexity in its

multiple components:

- The physical structure of the work (such as the constituent
materials of the artefact and the execution technique);

- The historical artistic value (its artistic history including its collecting
history), as a recognition of the work as a work of art. Value does not
reside in the object but is constructed by an elite capable of validating its

aura as a concept of uniqueness and authenticity;
- The symbolic and social value;
* The cultural value;

- The economic value (its monetary value within a given market).
The complexity of the art object therefore requires a careful analysis that
combines an in-depth study of its various values with its material structure

and technical execution.

This process of correct evaluation is known as due diligence, and also
characterises the process carried out by the insurer who, with due diligence,
examines the data and information relating to the object to be insured in the

pre-insurance phase of a risk.

The underwriting of a risk from an insurance perspective is very similar to the
preparatory activities carried out to purchase a work of art and considers the

results of three main methods of investigation:
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1. CONNOISSEURSHIP
Comparative connoisseurship refers to the experience of the expert eye
and the evaluation of visual data acquired through direct analysis of
the artwork.

2. SCIENTIFIC AND FORENSIC ANALYSIS
This refers to the use of scientific techniques such as pigment analysis,
ultraviolet and infrared investigation, etc.

3. PROVENANCE
The study of the historical reconstruction of the various stages of
collections, sales, auctions, exhibitions, publications, etc., through the
analysis of documented sources.

The research carried out using these three “investigative methods” and
certain databases (scientific techniques, historical analysis, and
technological tools) help us to understand whether a work of art is
authentic, well preserved, free of legal constraints and consequently well
valued from an economic perspective, both in terms of insurance estimate
and sale or purchase price.

One of the economic characteristics of the exchange of artistic goods is
that they are in fact “fiduciary goods.” This results in great difficulties in
assessing the quality of the object, especially for collectors, who often lack
adequate knowledge and expertise in the field of art history, and
consequently results in a high level of information discrepancy between
buyers and sellers.

In a market characterised by a lack of transparency, it is fundamental to do
research and an in-depth study of the data and information relating to the
object of negotiation, carried out by professionals in the sector, which
consists of the following points of evaluation:

Authenticity and Attribution Verification

The problem of the authenticity of modern and contemporary artworks and
the problem of correct attribution of Old Masters is a thorny one. In fact,
numerous forgeries circulate on the market, artworks that do not have a
certificate of authenticity or an archive certificate issued by the relevant
foundations/archives. Not to mention, artworks that are accompanied by
expert opinions that risk making exaggerated and imaginative attributions
without any documentary or stylistic references. It will, therefore, always be
necessary, at the time of purchase, to obtain the authentication of the work
from the artist (if alive) or the gallery that represents them, or to verify the
authenticity through the artist’s archives or foundations of reference
(requesting the archive number and the publication references of the work in
the catalogue raisonné, if published).
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“An overly casual In the absence of these references, we turn to experts legitimised by the

purchase can academic world and recognised as such by the market

cause reputational In fact, we must remember that not all artists have a certifying body and that
it can even happen that several entities, typically an archive and a
foundation, carry out the same activity, but in conflict with each other. In
these cases, it is important to understand which entity is considered the
criminal offence for  most authoritative by the market.

damage, but, more
importantly, be a

the unwary buyer. Provenance
An overly casual purchase can cause reputational damage, but, more
importantly, be a criminal offence for the unwary buyer. Therefore, always
check that the provenance is lawful. In this respect, it is advised to consult
multiple databases on stolen or missing works. At Italian national level, the
TPC, Comando Carabinieri per la Tutela del Patrimonio Culturale
(Carabinieri Command for the Protection of Cultural Heritage) and at
international level, the Art Loss Registry (ALR), Interpol’s Stolen
Works of Art Database or the ICOM Red List!.
The databases of these institutions contain thousands of works that have
provenance disappeared or have been stolen over the years and are a valuable aid in
increases the verifying the ownership of the person offering works for sale. If necessary,
have a certificate of provenance issued.

“The certainty of

economic value of

the work by Reconstructing the collector’s history of the work (provenances) through

documents, publications, exhibition history, and images makes it possible to

correctly place the object in its collector’s context. At the same time, it can

reputation on the avoid the risk of third-party claims or compensation claims (title deeds). The

market.” certainty of provenance increases the economic value of the work by
strengthening its reputation on the market.

strengthening its

Research and studies of sources must be carried out by authoritative
experts and their reputation must always be checked over time. Indeed, the

most critical issue in the authentication process is the professional
credibility of the individual expert or the archive foundation representing the
artist. Undoubtedly, the opinions of experts can vary greatly depending on
their training, expertise, and specialisation.

TiTPC: Art Loss Register — The world's largest private database of stolen art; Red Lists Database -

International Council of Museums - International Council of Museums: Stolen Works of Art Database.
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https://icom.museum/en/resources/red-lists/
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“The object for
sale must always
be accompanied
by a Condition
Report prepared by
a professional
restorer and, if
necessary, a
scientific
documentation.
The physical
condition of an
artefact can greatly
affect its economic
value.”

“The condition
report is a
document that has
its own testimonial
value.”

In recent years, some international bodies and associations have developed

ethical Guidelines to overcome the strong component of subjective
analysis by individual experts. Some detailed websites are listed below:

Antiquities Due Diligence Toolkit (Appendix) — Responsible Art Market

CAA Guidelines | Standards & Guidelines | CAA

International Valuation Standards

About APAA — Association of Professional Art Advisors

An important example of the application of due diligence is the rigorous
process of selection and verification of works admitted to the TEFAF (The
European Fine Art Fair) in Maastricht, carried out by the Vetting Committees,
composed mainly of academics, curators, conservators, conservation
scientists, and independent scholars. We report in order to learn more about
work of the Vetting Committee:

VETTING | A main pillar of Maastricht's success | TEFAF

Art and Law 2019 02.pdf

State of Conservation

The object for sale must always be accompanied by a Condition Report
prepared by a professional restorer and, if necessary, a scientific
documentation. The physical condition of an artefact can greatly affect its
economic value.

It is reiterated that forensic analysis alone is not sufficient to attribute an
artwork to an artist.

The analysis of the materials that make up the artwork is also interesting
from the perspective of the implications related to the maintenance of the
artefact and its progressive obsolescence. The buyer must be fully aware of
what they are buying, just think of those works of contemporary art that use
materials that are condemned to constant technological progress, such as
neon art installations or video artworks.

The condition report is a document that has its own testimonial value. Not
only in the case of purchase and sale, but also in the case of lending the
artwork for an exhibition (as a certificate for insurance), both for auction
estimates and archive cataloguing.

Legal status of the work

Check whether the work is declared to be of interest or listed by the
relevant State. This is verified by requesting the certificate of Free Circulation
or the export licence, which the seller should have obtained from the

issuing authorities.


https://www.responsibleartmarket.org/guidelines/art-transaction-due-diligence-toolkit/antiquities-due-diligence-toolkit/
https://www.collegeart.org/standards-and-guidelines/guidelines/authentications
https://www.rics.org/profession-standards/rics-standards-and-guidance/sector-standards/valuation-standards/red-book/international-valuation-standards
https://www.artadvisors.org/association-of-professional-art-advisors-mission
https://www.tefaf.com/about/vetting
https://pavesioassociati.it/wp-content/uploads/artandlaw/Art_and_Law_2019_02.pdf
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Financial Evaluations

Once the work has been examined and all the supporting
documentation on its authenticity has been verified, the next step is to
correctly estimate its market value. It must be considered that a work of
art is unique and rare and does not have a fixed price. Moreover, the
value of a work of art is that of the historical moment in which it was
created. In fact, its value can vary greatly over time, depending on
factors such as trends, taste, the fame of the artist, etc.

In the case of purchasing contemporary works of art, it is a good idea to
consider the transfer of certain rights associated with them:

- Exhibition right
- Reproduction right

In addition, it will be necessary, if required, to pay the Resale Right.

As further proof of the importance of carrying out the activities
described above, please refer to the DECALOGO CONTRO
LCINCAUTO ACQUISTO DI OPERE D’ARTE (COMMANDMENTS
AGAINST THE INCAUTIOUS PURCHASE OF WORKS OF ART)
developed by the TPC, Comando Carabinieri per la Tutela del Patrimonio
Culturale (Carabinieri Command for the Protection of Cultural Heritage):

1. Always check that the work is accompanied by certificates of
authenticity or provenance;

2. Buy with an invoice or receipt with a description of the work;

3. Verify the authenticity of the certificate before purchase with the artist,
the archive or the person authorised to archive the works;

4. Check that the authenticated photograph matches the original work;

5. Use sellers who have been on the market for years, preferably those
who have a close relationship with the artist;

6. Be wary of expertise provided by people who are not qualified to do
so and therefore turn to foundations, archives, and experts with
academic qualifications;

/. Be wary of the “bargain’;
8. Inquire about the artist’s work and accredited references;
9. Follow the marker and prices;

10. Avoid intermediaries who are not part of the official sector.
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“Due diligence in In conclusion, due diligence in art is a fundamental process to protect
buyers from fraud, ensure accurate evaluation and ensure legal compliance.
These standards are rigorous, but never static as they evolve with society,
technology, and research.

artis a
fundamental
process to protect
buyers from fraud,
ensure accurate
evaluation and
ensure legal
compliance.”
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2 Beni culturali Decalogo available only in Italian
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https://www.carabinieri.it/in-vostro-aiuto/consigli/beni-interesse-culturale/beni-culturali-decalogo



