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				Abstract 

				This article presents, from an institutional perspective, the vulnerability faced by many agents of the art world and its market. We defend that this vulnerability is due to two key factors. The first one, is the uncertainty regarding what is art. The second one, is the Cash Reserve Ratio with low reserve requirements. As stated in this article, money is a useful mechanism to reduce the uncertainty. Nevertheless, the Cash Reserve Ratio with low reserve requirements is not sustainable and ends in economic precariousness. The approach of this article is theoretical, and presents conclusions in a cogent and generalized form. The main conclusion of this text is that an economic system sustained in monetary units linked to standard resources could decrease the agents within the art world and its market. Nevertheless, those agents could develop their activity in a more optimal situation
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				Resumen 

				Este artículo presenta, desde una perspectiva institucional, la vulnerabilidad a la que se

				enfrentan muchos agentes del mundo del arte y su mercado. Defendemos que esta 
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				vulnerabilidad se debe a dos factores clave. El primero, es la incertidumbre sobre qué es el arte. El segundo, es el Coeficiente de caja con requisitos bajos. Como se afirma en este artículo, el dinero es un mecanismo útil para reducir la incertidumbre. Sin embargo, el Coeficiente de caja con requisitos bajos no es sostenible y termina en precariedad económica. El enfoque de este artículo es teórico y presenta conclusiones de forma convincente y generalizada. La principal conclusión de este texto es que un sistema económico sustentado en unidades monetarias vinculadas a recursos estándar podría disminuir los agentes dentro del mundo del arte y su mercado. No obstante, dichos agentes podrían desarrollar su actividad en una situación más óptima.

				Palabras clave: arte; mercado del arte; artista; economía cultural; industrias creativas; economía política; sociocultural; Artes visuales.

				1. Methodology

				This article is theoretical. Its main goal is to present how an economy characterized by Cash Reserve Ratio (alongside the article CRR) with low reserve requirements affects the number of agents present in the art world. It affects, as well, the conditions of how they do it1. 

					Like any other academic work, this conceptual paper is based on an initial observation which will be further analyzed in greater detail. This initial observation is that, in a contemporary art world with big information problems, the institutionalized art world increasingly acts as a socio-economic system made up of superstars and with few agents acting as a reference social group. The sociological and economic data comes to confirm that, many of the agents involved in this art world, have serious issues to survive only with the income generated by their artistic activity. As a consequence, in a mid/long term, they often end up out of this social system. Although it is true that CRR with low reserve requirements helps in keeping the money moving and, as a result, it contributes in having more agents conforming the art world, there is harm. The harm is that in situations of negative economic events, the consequences are more dramatic since the previous economic situation was based in money without the support of any standard economic unit of account.

					Therefore, the main hypothesis of this text is a hypothesis of a general and theoretical nature, which intends to achieve a cogent conclusion. The hypothesis can be put in a brief, but clear statement: CRR with low reserve requirements increases the number of agents in the art world but make the majority of them economically vulnerable. Instead, a system based in money supported by a standard economic unit of account 

				
					1	Cash Reserve Ratio: The portion of reservable liabilities that commercial banks must hold, rather than lend out or invest. This is a requirement determined by the country’s Central Bank.

				

			

		

	
		
			
				29

			

		

		
			
				[image: ]
			

			
				[image: ]
			

		

		
			
				Revista de Estudios en Sociedad, Artes y Gestión Cultural

				ISSN: 2340-9096

			

		

		
			
				http://revistaselectronicas.ujaen.es/index.php/RTC

				www.terciocreciente.com

			

		

		
			
				Número 25

				Contexto determinante en la configuración de las manifestaciones artísticas y culturales.

				Enero 2024

			

		

		
			
				would drastically reduce the agents present in this system, but would give them a better economic position and in a more sustainable way.

					If our general and theoretical hypothesis is proven to be right in a coherent and plausible way, it is important to bear in mind that the results will be in a pre-experimental stage. 

					If any individual or group decides to test the validity of this hypothesis experimentally, they can do so using both quantitative or qualitative tools such as statistical analysis or comparative studies.

					Not less important is to note that even if the premises and our hypothesis are shown to be coherent and plausible, it will not be any sort of theory. Subsequent processes, analysis, and discussions will be necessary to obtain a solid and proven knowledge that can be titled as a theory. This is not the goal of this text, which intends to be only a theoretical embryo.

					Lastly, we will provide some representative conclusions. To obtain these conclusions, we will present the content in the following order:

				In the first place, we are going to present the art world as an environment characterized by its uncertainty, and we will delimit the notion of “art” used in this article as purely sociological and not ontological.

					Secondly, we will provide data to justify that the art world is, in general terms, a social system in which a minority of agents holds the role of superstars while many others carry out their activities in precarious conditions.

					Thirdly, we are going to present the CRR in a contextualized way, and we will make a brief schematic summary of its main economic effects. We do so by considering that it is one of the key concepts for this text and that, consequently, it must be clearly delimited and defined. However, it will be done in a non-technical way in order to make it arrive to a wider nature of reader.

					Finally, we will propose a different system that would reduce the number of agents in the art world, but that would provide them better working conditions and greater stability.

					Important Note: This is a general and theoretical article focused on a macro and global vision of one single art world. Thus, any analysis of some individualized institutional microsystem could reflect different results.

				2. Art world and uncertainty

				Traditionally, the artist and the craftsman were the same figure. What we call nowadays an artist was nothing but a craftsman who was capable of applying technical knowledge excellently (Shiner, 2001).

					Frequently, it was the application of those technical skills and their adaptation to some specific contextual ideas what transformed this craftsman in what we call nowadays an artist, although that is an anachronism (Shiner, 2001). These contextual ideas were the concept of Beauty, Ugly, Sublime, Grotesque, and other aesthetic categories.
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					However, from the seventeenth and eighteenth centuries, the topic becomes more complicated and the artist becomes a different figure. The artist is no longer a repeater of norms, but rather becomes a creator who refuses to act according to pre-set principles. The one who continued working manually, based on pre-established and useful principles, was the craftsman. On the contrary, the artist was a creator who created mainly from its ideas and sensibility (Harrison, 1981; Shiner, 2001). This involves a series of problems when evaluating the quality of an artwork (Berger & Beder, 1998; Elkins, 2003; Rubinstein, 2006; Silverman, 1997; Wieand, 1980). 

					One of these issues is that, analyzing the contextual conception of aesthetic categories and observing which artistic productions fit better into them, it is no longer enough. We also must look at the way the artist used to express himself in something that on many occasions resembles to a private language (Wittgenstein, 1953, secs. 256–382).

				On the other hand, if the art work or its production do not have shared conditions of necessity on which to observe the differences, the establishment of a comparative qualitative judgment is impossible (Silverman, 1997).

					This environment of qualitative uncertainty is what has caused the confusion of some individuals when they found an art work outside that system that we have called the art world (Ansorena, 2007; Bergareche, 2013; Burrell, 2004; Cascone, 2019; EFE, 2016; Gómez, 2011; Jones, 2015; Redaction, 2008, 2013a, 2013b; Squires, 2015). Often, from a humanistic perspective, those who were unable to recognize what art is outside that context are tagged as uneducated people. Nevertheless, documented examples show us that this is not always the case (Hekkert & Wieringen, 1996; Herbert, 2013; Peltier & Codrea-Rado, 2018; Redaction, 2006; Verpooten & Dewitte, 2017). This dynamic has been observed in cases in which the actors did not have a direct link with the art world and, as well, in cases in which the actors were a very active part of it. As a consequence, it seems cogent to affirm that on a significant number of occasions, some objects and practices are not understood as art outside of a given context. Meanwhile, within a given context, they are.

					Precisely, given this theoretical framework characterized by a series of individuals who are ‘not sure or not able to decide about something’ (Cambridge Dictionary, n.d.), some authors have highlighted the importance of that institutional environment called the art world (Becker, 2008; Danto, 1964; Dickie, 1974; Wieand, 1981). Its importance is to make something become art and, in turn, to make it understood and valued accordingly (Dickie, 2001).

					It must be noted that up to this point, we have referred to the art world as a socio-economic system/environment and, now, we have described it as an institutional system/environment. This change is not by chance. The Open Education Sociology Dictionary describes an institution as ‘a large-scale social arrangement that is stable and predictable, created and maintained to serve the needs of society’ (“Institution,” 2013). As we have expressed, the art world is a social system and, like any social system, it is composed of several elements, among which (1) agents, (2) mechanisms and (3) motivations must be highlighted. This system and its elements are intended to serve one of the needs of 
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				society: the one of establishing and reducing the uncertainty regarding what a society refers to as art.

					However, one must critically ask oneself whether all the agents of this institutional system have the same power to determine what is art and to reduce the uncertainty about it.

					The answer to this question is no, not everyone has the same power2. George Dickie (1974, 1984) already expressed that the hierarchical position occupied by a certain agent within this institutional system was a key element. Beyond theory, data comes to prove it (Artprice, 2019, 2020; Fraiberger et al., 2018).

				 

				3. Agents in a precarious situation and superstars

				The different agents that make up this art world may have different motivations, but it is not our aim to establish a judgment of values in relation to those. What hardly seems debatable, however, is that money is one of the mechanisms that articulates this art world and, as an outcome, some institutional agents can have money as one of their main motivations (Chamorro-Premuzic, 2013; Mitchell & Mickel, 1999).

					Some agents are completely against money being part of the art world, a group Olav Velthuis referred to as members of the ‘hostile worlds’ (Morgan, 1998; Velthuis, 2005, pp. 58–63). For others, the art world would be ‘nothing but’ money (Grampp, 1989). Olav Velthuis himself, was in charge of reflecting the points of contact between both conceptions (Deresiewicz, 2020; Velthuis, 2005, pp. 27–29).

					Aristotle or Xenophon had already defined money as a conventional and common way of measurement. According to the philosopher, that measurement refers to everything and everything is measured with it (Aristotle, 2014, secs. 1163b–1164a; Crespo, 2021; Meikle, 1979, 1995; Soudek, 1952; Xenophon, 1995). Art is no different, since art is a part of everything (Stigler, 1984).

					Speaking in purely economic terms and without approaching value judgments, the data show that the individual and organizational agents of this system face two very different realities. Economically speaking, a minority is at a superstar level, while a large part of the other agents is in a precarious situation (Solimano, 2019; Standing, 2011).

					By precarious, we refer to two types of precariousness: (1) of employment and (2) of insecurity (Serafini & Banks, 2020; Throsby & Zednik, 2011). By superstar, we refer to a ‘relatively small numbers of people [which] earn enormous amounts of money and dominate the activities in which they engage’ (Rosen, 1981, p. 845).

					In the employment spectrum, a precarious job is that one that does not offer a salary that allows the agent to cover its essential needs. In the insecurity spectrum, we mean a situation of instability, insecurity, or of short duration.

				
					2	By ‘power’ we mean the ability to satisfactorily obtain the desired effects over someone or something.
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					However, to avoid dogmatism, we must justify this with data. For example, regarding the artists, ‘the market’s economic power is largely dependent on 500 high-performance artists, whose works generated [in 2019] $1.68 billion, or 89% of global turnover. More than half of the global turnover (64%) comes from only 50 artists’ (Artprice, 2020, p. 20). On the contrary, many artists do not even get to be represented (Galenson, 2007). This data is similar to that one of past years3 (Artprice, 2019). Art galleries also face this precariousness, opposed to the situation of the superstars organizations. Many art galleries are not able to survive beyond the first five years of its creation (Caves, 2000, p. 44). The recent pandemic of Covid-19 did not modify this dynamic. Initial studies come to confirm that the economic impact is being substantial. Those studies display that approximately up to 62% of small galleries will not be able to survive (fineartmultiple, 2020). Meanwhile, other dealers and galleries are able to keep expanding their presence geographically and diversifying their activities (Abbing, 2019; Adam, 2017). 

					Organizational agents like museums and individuals like curators are no different (Brownell, 2011; Indrisek, 2018; Salecl, 2000). This data can be observed through the time. In fact, while many museums were only active thanks to the support of public money (ICOM, 2018; Skinner et al., 2009), others were authentic machines for generating economic benefits and cultural prestige (Frey, 1998; Kotler et al., 2008). As previously stated, a complex global situation such as the current one has maximized these differences. In fact, UNESCO warned that 13% of museums will not survive, this prognostic being higher in some specific locations (AAM, 2020; Stokes, 2020; UNESCO, 2020).

					As specified, another form of precariousness is insecurity. This insecurity also affects several agents in the art world and its market. For example, the majority of artists are moonlighting insofar as they are unable to support themselves solely through the income derived from their creative practices (Abbing, 2008; NEA, 2019, pp. 5–7). Like almost everything, moonlighting has some advantages, but it also has its disadvantages. Among the drawbacks, we can identify a lack of free time, difficulty in conciliation, or a higher physical and mental stress (Seema et al., 2021; Smith Conway & Kimmel, 1998).

				Something similar happens in the case of museums. While a few of them have a large amount of revenue, full support from public administrations, and a large list of donors and sponsors, others survive only thanks to the support of public institutions (Frey, 1998; Kotler et al., 2008). Therefore, their permanence in the art world depends exclusively on the budgets approved by certain political parties or their role inside the political agenda (Balfe & Wyszomirski, 1985; European Union, 2014; Shepard, 2019).

					Other museums and some galleries, for example, are created by a collector to exhibit his artworks and do not necessarily have the support of public administrations, the public, or the critics. In these cases, this type of organization, as well as its employees, depends exclusively on the collector maintaining his financial capacity to keep the museum/gallery and, in turn, on not deciding to close it down for personal reasons.

				
					3	This study only includes auction sales. Other sales, such as those made in a gallery or artist workshop, as well as sales through private transactions, are not included since they are not public prices.
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				4. Cash Reserve Ratio and its consequences

				One of the quotes attributed to Henry Ford, the auto mogul, is that if people understood the nation’s monetary and banking system, there would be a revolution before the next morning. When saying it, he had in mind the banking and monetary system under the CRR.

					As we stated, the CRR is the portion of reservable liabilities that commercial banks must hold onto, rather than lend out or invest. This is a requirement determined by the country’s Central Bank. Nevertheless, to greatly simplify what the CRR is, it is best to do it using an example.

					Let’s suppose Mr. X goes to the bank and decides to deposit his money there. He does not do it in a fixed-term deposit or in any type of mutual fund. Mr. X simply wants to have his money in the bank because he feels that it is better protected there than it is in his home. Furthermore, Mr. X has to pay some amount of money to different parties at the end of each month (such as the company provider of gas and the company provider of electricity, among others). In this way, the bank pays each of these parties automatically. He also gets a debit card, which is much more convenient than carrying all the coins in his pocket.

					For Mr. X, the bank provides him a value and that is why he happily hires its services (Huerta de Soto, 2009, p. 145).

					In that case, in exchange for the payment of fees agreed with his bank, Mr. X cedes ownership of his money to the bank for safekeeping and custody. He also cedes ownership or for its use in the cases Mr. X and his bank have agreed (to pay certain bills, for example). However, unlike with a fixed-term deposit in which Mr. X renounces to use his money for a specified period in exchange for an interest, in this type of deposit, Mr. X is not giving up the availability of his money. That is, Mr. X can dispose of his money whenever he wants it. It has immediate liquidity (Huerta de Soto, 2009, pp. 144–146).

					De facto, Mr. X manages to withdraw his money when he wishes in most cases, although this does not mean that this will always be the case in the future. His confidence is based in a classical conditioning process of learning (Bouton, 2007).4 The reason this is not guaranteed is the next one: in a CRR system, the bank does not keep Mr. X’s money in its safe-deposit box. On the contrary, it takes that money and uses it as a loan or investment (Phillips, 1920). The bank lends the money to another client of the bank who needs the money. The difference is that Mr. X has not given that money for a fixed period of time in exchange for interests. If Mr. X had done that, there would be no problem 

				
					4	A classical conditioning takes place when an initially neutral stimulus (conditioned stimulus/CS) is associated to another stimulus that generates a reflex response (the unconditio-ned stimulus/US). At the end, the response occurs even when only the conditioned stimulus is present. The most common example of this kind of learning is the one of Pavlov’s Dog. In our case, one piece of plastic (bank card) acts like a conditioned stimulus. Mr. X believes that if he introduces that piece of plastic inside one machine (ATM), he will receive his money. Neverthe-less, nothing guarantees that. That is only a thought learned through repetitive experience.
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				because Mr. X would be giving up the availability of his money for the benefit of another party. That party would receive the money from Mr. X and, in return, would pay interest, being one portion of those interests for the bank (as intermediary) and another for Mr. X. In this case, there would be no multiplication of money.

					However, in the case of a system with a low requirement of CRR, there is multiplication of money out of nowhere. This occurs because while Mr. X considers that he has his money at his full availability, there is another client (let’s call her Ms. Y) who has requested money from the bank. Ms. Y has received money from the bank which the bank generated after receiving the deposit from Mr. X. Now Ms. Y also has money at her full availability.

					Consequently, we have a situation where Mr. X has come with, let’s say, 10 monetary units to the bank, and right now, thanks to these 10 units deposit, Mr. X has availability of 10 units. At the same time, Ms. Y, has 8 units at her full availability.

					We thus see how 10 monetary units have become 18, and both parties involved have immediate availability of that money. If we multiply that by each bank and client, we will obtain a multiplication of money almost ad infinitium (Boorman & Havrilesky, 1972, pp. 10–41; Cagan, 1965; Nichols, 1982, pp. 29–31; Ritter, 1993, pp. 44–46).5 

					However, each bank keeps a small amount of each deposit. It is the so-called security reserve. This security reserve is preserved to be able to respond if a significant number of depositors want to withdraw their money at the same time. However, this has not always worked, and banks and governments have had to limit the amount of cash that could be withdrawn (Faiola, 2015; Moulds et al., 2013; Redaction, 2002). These events have occurred precisely because the amount of money in circulation was too fictitious and was not really supported by any realistic criteria (Huerta de Soto, 2009, pp. 149–157).

					In the long term, this amount of money generated ex nihilo, implies an inflation and, consequently, a lower value of each monetary unit. This is because, the bigger the amount of money, the lower its purchasing power, especially if this amount of money is not supported by a real increase in factors such as productivity.

					However, in the short/midterm, a higher amount of money in circulation leads to a greater feeling of wealth and aid to consumption.6 

					This feeling of wealth, caused by the increase (in absolute terms) of disposable monetary units, makes some individuals consider new scenarios, such as finding a new job or opening their own business. These are some of the typical activities that can be observed in periods of economic prosperity and, logically, the artistic field is not alien to it (Maslow, 2013; Zarobell, 2017).

					In periods of economic prosperity in terms of money and money circulation, some small agents decide to take greater risks and open their gallery. Others, spend part of their time doing artistic practices or, from the point of view of purchasing, decide to start acting 

				
					5	It is important to remark the fact that this is not the only way to multiply the money with the green light from governments throughout History. Reduction of the precious metals required for each monetary unit would be another example (Weatherford, 1997, pp. 108–193).

					6	This is usually reflected in the so-called consumer confidence indexes.
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				as a collector (Allen, 1959, pp. 60–90; Belk, 1995). This is in part because, initially, all of them have a monetary amount that can now be used for these purposes. In addition, the fact that there are new agents such as collectors, galleries, and artists operating at the lowest and intermediate price level, facilitates the creation of a demand and a reciprocal supply (Dixon, 1990).

					The issue comes when, in the mid/long term, society discovers that this creation of money ex nihilo is not supported by any principle of productivity, or by any scarce material.

					When society discovers that the intrinsic value of the available money is tending to be zero, the feeling of euphoria easily turns into a feeling of panic with irrational decisions such as a bank-run (Brown et al., 2014; Pauly, 1968).7 

					In that case, individuals want to withdraw their money from the banks and stop any form of unnecessary consumption. That decision, usually, maximizes the already critical situation. Often, implies that the State limits the amount of money that can be withdrawn or used, precisely because all that amount of money does not really exist in a tangible way. Some recent examples of these extreme cases are those suffered in Argentina, Chipre or Greece (Faiola, 2015; Moulds et al., 2013; Redaction, 2002).

					To suffer the negative consequences of the creation of money ex nihilo, it is not necessary to go to such extreme cases. A slight manifestation of them is enough to make individuals slow down the rate of consumption (Akerlof & Shiller, 2009)). This slows or prevents further creation of money based on deposits in a CRR with low reserve requirements.

					The two common actions to overcome this situation are:

					1. The Central Bank prints more money, so the solution is only in the short term and increases the structural problem;

					2. To enter a stage of deflation and economic crisis that allows solving the structural problem.

					In both cases, artistic agents suffer the consequences.

					In the first case, the structural problem has not disappeared, and a new economic crisis is only postponed.

					In the second case, many galleries, artists, or collectors must cease their activity because they must seek other ways of subsisting. In the case of maintaining their activity even at a loss only for personal reasons, they probably would not be able to find an economic outlet for those assets, so the economic impact of this decision is relatively low.8 

				
					7	This is because, currently, currencies have no intrinsic value. In some countries, the pro-duction of the smallest monetary units even costs more than their value. Consequently,

					8	The impact can be of high importance in other aspects, such as the social or the psycho-logical one (Herbert, 2016). Nevertheless, in an environment of uncertainty, we must question what is he meaning of being an artist. It seems reasonable to defend that if money is not received for the creative activity; anything can be art, so there is no specific training; and nobody asks the agent to do what he does, that person should not be called an artist (Frey, 2000, p. 40; Frey & Pommerehne, 1989; Reutter, 2001, pp. 113–114).

				

			

		

	
		
			
				36

			

		

		
			
				[image: ]
			

			
				[image: ]
			

		

		
			
				Revista de Estudios en Sociedad, Artes y Gestión Cultural

				ISSN: 2340-9096

			

		

		
			
				Número 25

				Contexto determinante en la configuración de las manifestaciones artísticas y culturales.

				Enero 2024

			

		

		
			
				http://revistaselectronicas.ujaen.es/index.php/RTC

				www.terciocreciente.com

			

		

		
			
					Consequently, in the short term, a CRR with low reserve requirements allows many more agents to participate in the art world and its market. In the mid/longterm, it sentences most of them to a precarious economic situation and vulnerability.

					This precariousness is because the money available has less and less value. Moreover, because in the case of an economic crisis (which will always happen due to the structural problem of this system), small and medium-sized agents (which are the majority) are the most susceptible to having to cease their activities.

				5. Conclusions. In praise of another model of market

				One may wonder what alternatives exist and, especially, what would be the differences with the system presented in this text.

					The answer can be obtained through History.

					The conclusion we would like to provide in this text is: the alternative is an economic model in which there is no ex nihilo multiplication of money by commercial banks with the permission of Central Banks.

					This would limit the amount of money available, increasing its value in the case that a country had a good economic context; as well, it could reduce it in the opposite case.

					With less money available, but of higher value, probably the art world and its market would be composed of many fewer agents. Fewer agents, however, should not necessarily be understood as a negative thing per se. In fact, the lack of social and commercial recognition of many of the agents that make up the art world and its market nowadays is illustrative of something. It is precisely a proof that many of them would not be part of that ecosystem in a context with more selective access. In fact, the information problems, easy institutional access, and eccentricity on many occasions necessary to highlight, has even led to the caricaturing of these agents.

					Agents that were part of the art world and its market, in a system without creation of money ex nihilo, would have a more solid economic position. Due to greater economic stability, could develop their artistic careers in a much more stable way in the long term.

					This would greatly reduce the agents present in the art world and its market. Could reduce the public aid to agents with little prestige. Could minimize the recognition of some agents only recognized due to political affinities. However, it would reduce the precariousness of those agents present in it. Less quantity, better conditions for them, and a more stable market.
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Abstract

This article presents, from an institutional perspective, the vulnerability faced by many
agents of the art world and its market. We defend that this vulnerability is due to two
key factors. The first one, is the uncertainty regarding what is art. The second one, is the
Cash Reserve Ratio with low reserve requirements. As stated in this article, money is a
useful mechanism to reduce the uncertainty. Nevertheless, the Cash Reserve Ratio with
low reserve requirements is not sustainable and ends in economic precariousness. The
approach of this article is theoretical, and presents conclusions in a cogent and generalized
form. The main conclusion of this text is that an economic system sustained in monetary
units linked to standard resources could decrease the agents within the art world and its
market. Nevertheless, those agents could develop their activity in a more optimal situation

Keywords: Art; Art Market; Artist; Cultural Economics; Creative Industries; Political
Economy; Sociocultural; Visual Arts.

Resumen
Este articulo presenta, desde una perspectiva institucional, la vulnerabilidad a la que se
enfrentan muchos agentes del mundo del arte y su mercado. Defendemos que esta
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