The KunstKoopregeling and its impact on the Dutch art market 
A qualitative research

Chen Wan-Hsuan

Eur 338303
August 2010

Prof. Hans Abbing

[image: image1.jpg]2afns

«” ERASMUS UNIVERSITEIT ROTTERDAM





Faculty of History & Arts

Master Art & Culture Studies

2009/2010
The KunstKoopregeling and its impact on the Dutch art market
A qualitative research

Master Thesis 

Master Art & Culture Studies

Programme Cultural Economics & Cultural Entrepreneurship

Supervisor: Prof. Hans Abbing

Second Reader: Prof. Berend Jan Langenberg
Student: Chen Wan-Hsuan

Student number: 338303

E-mail: agnespoe@gmail.com
August 2010
Abstract
The KunstKoopregeling (the KKR) is an arrangement set up to stimulate the individual art market by lowering the high-price threshold of art purchases. Under the supervision of the Mondriaan Foundation, the KKR allows art buyers to purchase artworks with installments in a maximum of 36 terms which significantly increases the purchase capacity of individual art buyers. This program has been highly praised and appreciated by many art galleries and has been considered a positive motivator in stimulating the art market in the Netherlands. 

Apart from the common belief of its success, the evidence that supports this belief is rather inconclusive. The empirical data of this study shows that there is no inclusive evidence that the KKR has helped to increase the general demand on the Dutch contemporary art. The financial benefits of the KKR for the participating galleries are on average also less than significant. However the KKR does have its unique attraction for the average income group of art buyers and the consumers have developed their own way of efficiently using this arrangement - as a 'savings program'. This function of the KKR and its specific target group is yet to be identified by the executive organization. 
Moreover, the current objective of the KKR - stimulating the purchase of quality art - leads to the over-emphasis on the artistic quality of the participating galleries. Due to the problematic nature of quality evaluation, the KKR selection procedure has incurred abundant conflicts between the granting body and the galleries. The obvious favor in innovative art not only worsens the unfair competition between the selected and not-selected galleries, but also contributes to a polarized art market with the social elite of 'Top galleries' and the rest: 'the commercial galleries'. By providing financial and psychological rewards, the government encourages the galleries to invest on less profitable innovative art, and therefore contributes to the constant vulnerable financial state of the avant-garde galleries and their dependency on government assistance.

To allow the KKR to function more efficiently and reach its most optimal result, recommendations have been made that the quality criteria must be abandoned and more galleries must be granted participation in the KKR.

 Key-words: KunstKoopregeling, KKR, Mondriaan Foundation, Rentesubsidieregeling, RSK, gallery, ASK, interest-free loan, merit goods, quality, art fair, art policy, Aankoop Subsidieregeling Kunstwerken
Preface
Last year I visited 'the Affordable Art Fair' in Amsterdam and luckily had the chance to interview the director of the event as well as many gallery owners and visitors. I was quite shocked by the fact that an art event could be made in a way almost like the end-of-season sale in department stores. The desire of purchasing was in the air, everyone wanted to buy something, just 'something'.

In the conversations the director, the gallery owners and even the visitors kept telling me that the concept of 'affordable art' and especially combined with the KunstKoopregeling was the secret ingredient of this success. It struck me that the artworks in low to middle price range with the help of the KunstKoopregeling indeed attracted a quite different group of consumers than the traditional 'high art' lovers – who are mostly identified as elite, higher educated and rich. I saw young urban white-collar couples, school teachers, retired small business owners and even students walking around the exhibition hall and most of them walked out with a piece of painting with them. Can this simple arrangement actually change the general perception of 'art is only for the rich'? I wonder. 

This moment of curiosity became the starting point of a long search to the true significance of the KKR, beyond all those statements of praise and criticism, proud and shame, content and discontent. As a natural born idealist, I believe in the importance of the collective effort; I believe the government or the society should take responsibility to increase the common good, should constantly endeavor to improve the spiritual and daily life of each member. As an art lover, I believe that the arts should be protected and supported by any means the society can provide. But I am also a faithful lover of freedom, and I have seen often enough how authorities use the reward and punishment system to influence individual's behavior and preference. I wonder how a government instrument like the KunstKoopregeling can influence the behaviors of people involved.  In a way, the dilemma presented in this thesis is not only the dilemma of the executive body or of the art market; it is also my dilemma.

I hope this thesis can provide some useful information and reflection points for people who are interested in similar subsidy systems or in the psychological and financial impact of the government art policy on the market.

I would like to thank my supervisor Prof. Hans Abbing for his instruction, support and kindness for tolerating my slow progress. Also the second reader Prof. Langenberg, for enduring the long length of this thesis and his kind recommendations and remarks. Special thanks to the following people: Marnix, Hans and Ria, without your love and support I could never have made it!
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Chapter 1: Introduction
In a country like the Netherlands where most of the cultural organizations and artists are highly dependent on the government money, the common criticism to such cultural policies is that the government focuses too much on 'saving' the starving artists and dying high art and puts too little attention on increasing the demand of the art market. The living standards of some artists might indeed be secured in the short term, however many economists believe this kind of government intervention hardly has any positive effect on solving the structural poverty of artists, but only increases it (Abbing, 2002). 
Stimulating the art market, in order to increase the demand of art and consequently to improve the income of the artists, was the alternative solution that the Dutch government brought out since 1960’s; especially after the termination of the BKR
 (Beeldende Kunstenaars Regeling) in 1987, the budget flowed to this alternative approach. Since then different kinds of 'market-expanding' solutions have been developed and enforced, however the result appears to be rather limited, as only a few of those policies are still in existence.

Among all those attempts attributed to the 'market-expanding' policy, the KunstKoopregeling (the Art Acquisition Scheme, the KKR) is considered to be one of the most successful and efficient governmental instruments. Gallery owners, artists, collectors and government cultural officials consistently praise this program as a low-cost and an efficient motivator in stimulating the Dutch art market. Besides having the common belief that the KunstKoopregeling is a great success, the executive organization also zealously emphasizes the efficiency of this program: with an annual budget of around 800,000 euro it can generate a turnover of more than 11 million in art sales
. 
Nevertheless, the word 'generate' is a rather vague term to justify the efficiency of this program; the 'common belief' might be a popular illusion. Considering the complicated structure and countless factors interwoven in the art market, it is impossible to attribute the growing turnover to one single government instrument, especially when there are also many other policies, arrangements and programs applied simultaneously. The questions that have arisen here are not just whether or not this program is efficient, but also why everyone believes it is efficient.  Furthermore, the word 'efficiency' can be misinterpreted too. By using this word people mostly just want to express a vague feeling of 'it helps', and the fear of losing it.    

Although these feelings and fears are not necessarily a bad argument for sustaining a policy, a proper evaluation of its efficiency, its impact and influence, its limitations and potential for improvement can provide a better insight into the present state of the Dutch art market with respect to subsidies. Therefore the problems and difficulties can be identified, and it can be determined what kind of assistance is truly needed.  

Another reason for such an evaluation is that although the KKR is considered 'efficient' and 'successful', it does not justify itself as a necessity to the current art market. Ironically, the only threat it has ever faced – in 2007 the Dutch Ministry of Education, Culture and Science (OCW, het Ministerie van Onderwijs, Cultuur en Wetenschappen) planned to terminate this program, but without success – is exactly because it is 'too successful'
. 

To evaluate the true efficiency of the KKR and its role in the Dutch art market, a thorough reexamination of the policy’s objectives, the history of its modifications and transformations, its structure and application in practice will be necessary. Before this evaluation can be started, the first question that needs to be answered is 'what is the KunstKoopregeling?'
The basic concept of the KunstKoopregeling is rather simple: like buying a car or computer with credit, now you can buy an artwork and pay it in terms, without paying the interest and extra administrative cost. The interest will be paid by the government.  The attractiveness of this arrangement might not be completely self-evident, since the widely accepted presumption is that only rich people would buy art and they should have no problem paying for it at once. To understand how the KKR helps to stimulate the purchasing of art, the following examples might give us some insights to this matter.  
1.1 Quality art that is affordable

Even though I have always considered myself an art lover, I have never actually bought an art work nor ever thought of the possibility that I could afford one, or perhaps I have? Two years ago, on the street of the city Venice, outside the famous Peggy Guggenheim museum, I paid 15 euro to an artist for a water-color painting not bigger than a postcard. The torturous heat and the eye-offending bright sunlight after a stormy afternoon, made our conversation rather uncomfortable. Yet we stood there and had a half hour talk although it was mostly him who did the talking. He kept ensuring me, even after I had paid for the painting, that he was a well trained professional artist and an art professor, and his art works had been collected by important collectors and museums. The only reason he was selling his artworks on street was because he loved to have a direct connection with the buyers. 

He was sweating badly and his clothes looked quite worn out. The paintings were placed under a transparent plastic cloth upon which still lay water drops from the earlier storm. He must have been standing here the whole day, I thought. Honestly speaking the paintings were not masterpieces, but they were not bad either. They showed a consistent art style and a rather gloomy interpretation of the city, which was very rare and unique compared to other artworks you could find on street of Venice; but I did not believe a word of what he said. 

Was it his modest appearance or the fact that the painting was so cheap? Or maybe it is because a successful artist would not likely spend a day standing on the street and endure the heat and the storm? Nevertheless I was satisfied with the price and the quality of the artwork, and most importantly, it was affordable to me.     

Two years later I found myself standing in front of an artwork, and thinking seriously if I should purchase it. The price was 1000 euro for a painting twice bigger than a postcard. It might be not a masterpiece, but it fitted my taste well and its almost unfinished and simple black and white style kept it from the suspicion of cheesy commercial art. The gallery owner approached me and mentioned the KunstKoopregeling - a Dutch art arrangement with which you can buy art in a maximum of 36 terms without interest. I only needed to pay less than 25 euro per month and 100 euro down-payment; I could own it right away. 

Some other factors I have not yet mentioned are that this is one of those 'professional and with good quality' galleries that are allowed to use the KunstKoopregeling and it has been participating in the prestigious Art Amsterdam art fair every year. Furthermore, its name was mentioned in the Galeriegids (Gallery Guide) published by the Kunstbeeld magazine. All in all it signifies that this is a gallery that exhibits and sells only 'high-quality' art. The artist’s name was unknown to me, but his training and exhibition history was listed on printed curriculum vitae and placed visibly on the desk in the gallery. I found myself having no reason to question the reliability of the information provided by this gallery.

The price of 1000 euro might seem modest compared to the average price of 3000-5000 euro for the paintings sold in these 'high-quality' galleries, but it still not a minor amount that the average earning population would easily spend. When broken into 36 terms, not only the 1000 euro painting seems very affordable, even a 5000 euro painting does not appear to be that costly anymore (125 euro per month).

Beside the possibility that it is affordable to me now with the KKR, I believe I would have gained more satisfaction from purchasing this artwork than buying the 15 euro painting on the street of Venice. First, it will cost me roughly 67 times more; I have to believe this painting contains much higher aesthetic value in order to make the purchase. Secondly, it was presented in a well-known and 'quality-guaranteed' gallery, and the artist’s background was well-documented on paper, which showed that he had graduated from a prestigious art academy and had had many solo and group exhibitions both nationally and internationally. It gives me a better reason to believe I will own a 'high-quality' artwork if I purchase it, than the words of a street artist praising his own 15 euro painting that now is still lying somewhere between my holiday souvenir postcards. 

The two examples give us a vivid image of the psychology of art purchasing behavior and the roles that a governmental market stimulating instrument, namely the KKR, can play in the decision making process of art purchases. On one dimension, the KKR is all about making art affordable; the main objectives of the KunstKoopregeling, and especially of its predecessor Rentesubsidieregeling (Interest Subsidy Arrangement) are to increase the demand of the general public for the arts  by lowering the financial threshold and therefore stimulate the Dutch contemporary art market. In this sense the KKR does provide enough incentive for me to purchase that painting: it makes the painting affordable to me, otherwise I would not make the purchase. 

The second dimension of the effectiveness of this arrangement is the 'quality' issue.  The participating galleries of the KKR are selected by the supervising organization the Mondriaan Foundation, based on criteria of professionalism and quality with a firm objective of promoting 'high-quality' art. However it is worth asking what their definition of 'high-quality art' actually is and to what extent it can represent the 'true' quality of artworks. 

These two dimensions are central to all kinds of arguments surrounding the KKR. They are the main reasons for praising or opposing, and become the fundamental grounds for the arguments of the prolongation or termination of this KKR. They will be the recurring themes in every chapter in this thesis.

The next section will go into the details of the regulations and design of this arrangement in order to understand why these dimensions might occur. 

1.2 What is the KunstKoopregeling? 

The KunstKoopregeling (the KKR) was first enforced in 1997. It was developed by the supervising organization the Mondriaan Foundation (Mondriaan Stichting) - a Dutch foundation for stimulating the visual arts, design and cultural heritage - based on its predecessor Rentesubsidieregeling (Interest Subsidy Arrangement). The Mondriaan Foundation is an independent cultural organization, but its budget comes mainly from the Dutch Ministry of Education, Culture and Science (OCW). Serving as a granting body of governmental funds, the Mondriaan Foundation is in charge of many important governmental cultural instruments, such as subsidies, commissions and projects for individual artists and organizations for different kinds of purposes, and two arrangements that focus on the stimulating the selling of the artworks, one through the public museums - the Museumaankopen
 (the MA), and one through the individual market - the KunstKoopregeling.

The objectives of the KKR, in the most recent Annual Report of the Mondriaan Foundation, are defined as: 'strengthening the individual market and promoting the selling of high-value contemporary art' (Jaarverslag 2009, Mondriaan Foundation, 2009: 27-28). The KKR is also 'the only supporting facility in the art policy that is specifically directed to the consumption', as it was described in the previous Annual Report (Jaarverslag 2008, Mondriaan Foundation, 2008: 34).  

1.2.1 How does the KKR work?

The KKR allows art buyers to purchase art works in a maximum of 36 terms with a minimum price that is no less than 450 Euro without any interest or extra payment.  The KKR in itself is a loan; the maximum amount of this loan is set at 7000 Euro, other restrictions include a down payment of 10% of the purchase price (maximum 450 euro), minimum monthly payment not less than 22.5 Euro, and when the purchase price is more than 7450 Euro, the down payment will be higher than 10% (e.g. 9000 Euro with 2000 Euro down payment).  This arrangement can only be used by the selected galleries and for artworks made after 1945
.

There are also restrictions to the purchasers: individual consumers aged from 18 to 75
 (corporate purchases are excluded). However these are surely not the only two conditions that decide whether or not an applicant can receive the loan. After a purchaser decides to use the KKR and pays the down payment, the gallery owner will make an invoice to the purchaser and sign a special contract (Koopovereenkomst) designed for the KKR. The purchaser then receives a request form, in which he needs to fill in the detailed information of his and sometimes also the partner’s financial state
 and provides valid statements
 to prove his ability to pay off the loan. The application form should then be sent to the Fortis Bank, who facilitates the arrangement. 

After receiving the application form, the granting procedure is exactly like any other kind of loan; Fortis Bank will first let the central Credit Registration Office (het Bureau Krediet Registratie, BKR) verify the relevant documents and decide whether to grant the loan or not. If the loan is granted, the applicant will receive a letter and a loan contract. After the applicant signs the contract, Fortis Bank will pay the agreed amount (the purchase price excluding the down payment) to the galley right away. The interest generated before the loan is paid off, will be paid by the Mondriaan Foundation directly to the Fortis Bank. Earlier pay-off before the contract due-date is possible.

Another important feature is specially designed for stimulating the young art purchasers: the minimum purchase price is lowered to 150 Euro for the holders of the CJP card (het Cultureel Jongeren Paspoort, the Cultural Youth Passport). The CJP card is a discount card for students under 30 years old, and is also highly subsided by the Ministry of OCW.

1.2.2 Selection of the participating galleries

Compared to the regulations concerning the purchasers, the rules governing the selection of the participating galleries are much more complicated. ‘Due to the budgetary restrictions and the striving for sufficient quality’, the KKR is only limited to the artworks sold by the selected galleries (Jaarverslag 2009, Mondriaan Foundation, 2009: 28). Every participating gallery receives a budget for interest compensation of at least 3500 euro and is entitled to receive more until it exceeds the budget ceiling
; therefore the number of participating galleries is limited to around 150.

Every two years the galleries need to reapply to the KKR and compete with the new applicants. A few ‘formal’ requirements are set up as the first threshold: the gallery must exist for at least one year, is open at least three days per week and in total at least 15 hours a week to the public, holds at least six different exhibitions every year and the total turnover of artworks sales (the primary market only) must exceed 30,000 per year.

After the working group in the Mondriaan Foundation eliminates the applications that do not meet those formal requirements, a special committee of five members formed by professional experts and advisors will be set up to review the remaining applicants. The selection criteria are attributed to two categories: professionalism and quality.  'Professionalism' criteria mean the professional skills and performance that make up 'good practice': how the gallery is set up and organized, how they present themselves and how they conduct exhibitions, how they deal with customers and artists, whether or not they contribute to the development and the reputation of the artists with their activities and how they give the public the opportunity to follow the developments of the artists’ works (Jaarverslag 2009, Mondriaan Foundation, 2009: 28).  

The 'quality' criteria emphasize 'the artworks of the individual artists and the exhibition programs as a whole' (Jaarverslag 2009, Mondriaan Foundation, 2009: 28).  Therefore there are two different aspects of examinations.  First, the individual artworks in an exhibition must be qualitatively sufficient. Characteristics in artworks such as originality, skill, expressiveness and individuality will be examined by the committee; second, the realized exhibitions and the planned exhibition programs must display a substantial vision; this vision must be stated clearly in the policy plan of the gallery. The realization of the exhibitions must be consistent and coherent with the gallery’s policy plan (Staatscourant, 2002: 12). 

Further, geographical spread is also an important factor in the selection procedure (Jaarverslag 2009, Mondriaan Foundation, 2009: 28). 

The applicants are asked to provide the following information (Staatscourant, 2002: 12): 

1. Policy plan: state the vision and the principle of galley in selecting the artists, the design of exhibition programs, aims and working methods etc.

2. List of artists represented by the gallery

3. Exhibition plan:  outline of the exhibition programs in the coming two years, and description of the exhibition programs in this and the previous year.

4. Reference: images material and printed invitation letters from the exhibitions mentioned in the exhibition program outline.

5. Financial statement: account statement or a thorough external financial report of the turnover from last year or seasons.  

It is not hard to imagine that the application will involve plenty of paperwork which takes up abundant time and effort. Considering that the actual subsidy granted to each gallery is only about 3,500 Euro (minimum budget for interest compensation), it is however hard to imagine why a gallery, especially a well-established gallery, would want to make such an effort applying for the KKR. The answer, as is presented later in this research, might lie in the ‘quality’ dimension of the KKR.  

1.3 Research aim, questions and structure

So far I have shown the psychological mechanisms behind the art purchase and the possibility that the KKR can interact with these mechanisms. I have also elaborated on the design, structure, selection procedure and criteria of this arrangement stated in the official documents. One question that still remains is: how does it 'actually' work in reality? Or can it be rephrased in the vaguest but also the most proper way: 'does it work?'  

According to most of the documents, press coverage and the general opinions that one can hear in the art fairs or on the streets full of galleries, the KKR's successfulness as an art market motivator seems to be agreed by all parties in the art market: gallery owners, artists, collectors and even the government officials and politicians. But is it really true? 

First of all, what does this success actually 'mean'? To evaluate whether a policy is successful or not, it is rather important to understand the objectives of this policy and find out to what extent those objectives have been reached. The goals and self-definitions that the Mondriaan Foundation has stated in their Annual Reports may be the policy objectives to them, but are rather different from the general perception. As briefly mentioned in the beginning, the KKR is only one of many instruments that the Dutch government has applied under the direction of ‘marketing-expansion’. This orientation has been set up since the 1960’s and it means that the government intervention in the art market has been there for 50 years. The relation between those instruments, especially concerning their objectives and effectiveness, needs to be put into a historical context in order to understand the genuine meaning of 'a successful instrument'. 

This effort, along with a literature review of the relevant concepts and researches surrounding the objectives, methods and effectiveness of the KKR, will be presented in the next chapter (Chapter 2); the following chapter will be a short description of methodology (Chapter 3).

Before presenting the research results in two chapters (Chapter 5 & 6), which each elaborates on one dimension of the KKR based on the qualitative interviews with the gallery owners and executive officers, a brief history of the KKR will be introduced in Chapter 4. 

With this research we intend to answer the following questions:

To what extent does the KunstKoopregeling stimulate the art market in the Netherlands?
In which ways does the KunstKoopregeling contribute to or hinder the demand of the contemporary art? 
What impact does the KunstKoopregeling have on the behavior of gallery owners and consumers?

The last chapter, the conclusion (Chapter 7), will respond to those questions with the findings of this research. 

1.4 Relevance and limitations 

The starting point of this research is amazement, created by the scenery of the crowds walking around with their newly purchased artworks in the Affordable Art Fair Amsterdam 2009. Can art really be that sell-able, that accessible and that desirable to the general public? It appears to be true, at least on those few days in that huge exhibition tent of the Affordable Art Fair. Besides the low entrance fee, and the generally low-priced and more accessible artworks, the secret ingredient that all the participating gallery owners and Art Fair organizers kept repeating, was the 'KunstKoop'. 

However the 'KunstKoop' they referred to was not just the 'KunstKoopregeling'. Since 2008 there is another private initiated similar arrangement under the name of 'Nationale Kunst Koop' (the NKK). The participants of the Affordable Art Fair are mostly members of the NKK, only a few are using the KunstKoopregeling. It became rather clear even in the very early stages of this research, that the NKK and the KKR have very different participating galleries as well as different clientele.

The emergence of the NKK brings in a new dialogue dimension to the concept of 'buying (good) art with installments' by simplifying it purely as a marketing strategy. In this sense it calls for the necessity of re-evaluating this government instrument.  The most obvious question namely is: why should the government keep investing in an instrument that is already picked up by the market? It is therefore important to understand the effectiveness of the KKR in all aspects of the art market, in order to make a sound judgment whether or not the KKR can be replaced by a private initiative.

This research can be also beneficial to those who are interested in the concept of 'buying art with installments' and the impact of this kind of arrangements in the art market. This Dutch initiative of stimulating the art purchase by providing an alternative way of payment recently has attracted much international attention
. However most researches, documents and press coverage are in Dutch and hardly provide a thorough view of the historical and recent development of this arrangement. This research is set up to fulfill the knowledge gap created by language and fragmented information sources.

Due to the limitation of time, this research focuses mainly on the gallery owners and the executive officers who are directly involved with the KKR. Another important party in the art market, namely the consumers, is left out of this research. The up-to-date preferences and the detailed profile of the KKR and the NKK clientele still require the attention of future research.  
Chapter 2: Literature review
The KunstKoopregeling (KKR) is a government instrument with the objective to stimulate the individual art market in the Netherlands and is widely believed to have successfully met its objective. The modest expense of this arrangement is frequently mentioned as the evidence of its efficiency, and it has been attributed to a turnover in art sales of more than 10 million euro annually. Whether this argument is valid or not will be the main subject of this research. However even if the KKR is efficient and successful, it still needs to justify itself as a form of public subsidies that provides sufficient collective benefits to the public. In other words, it needs to justify its legitimacy with respect to public expenditures. 

Literature has provided rich discussions in subjects concerning the use of the different arguments to justify the public support for the arts. As many researchers have pointed out, different kinds of arguments will summon different kinds of criticisms toward the systems that have been put in place to cause the arguments (O’Hagan, 1998; Heilbrun & Gray, 2001 etc.). It is therefore very important to identify the KKR in the context of those arguments: the public goods and merit goods argument, the distributional issues and direct subsidy to the consumers, and quality issues and informational failures. It can be then examined how well it holds up against criticisms corresponding to the exact arguments. On the other hand, those criticisms can also lead to a deeper understanding of the influence of the government intervention in the market, which is certainly valuable for this research.

2.1 Theoretical background: Justifications for government intervention 

Although for the advocates of public support for the arts stating that 'art is a good thing' is more than enough (Heilbrun & Gray, 2001: 242), some do believe it requires more delicate arguments to justify the government intervention.  The two principal grounds that are most commonly used in the literature to justify government subsidies and intervention are market failure and distribution problems (Heilbrun & Gray, 2001; Frey & Pommerehne, 1989). When the market functions perfectly, it should produce an optimum allocation of resources that can be demonstrated by means of a demand and supply analysis. However markets do not always operate efficiently; monopoly, public goods and externalities, declining cost industries and lack of information are often the causes of market failure (Heilbrun & Gray, 2001: 220). 

On the other hand, issues of distribution turn our attention toward aspects of relative incomes of artists and consumers and the provisioning of art according to its geographical distribution, such as regions, central cities, suburbs etc. (Frey & Pommerehne, 1989:180); it is then an issue of equality: subsidies are called for even when the markets appear to be working efficiently, because some participants are denied a fair share. 

These two basic principles, namely allocation and distribution, create a wide spectrum of arguments for public support of the arts. Following are a few arguments that might shed insight into the legitimacy of the KKR. 

2.1.1 Non-private benefits: art as public goods and merit goods

The KKR, as we have elaborated in the previous chapter, is an instrument directed to the individual art purchasers. Those who actually purchase art with the KKR are the only people who seem to benefit directly from this arrangement. It is therefore arguable why such an instrument should be supported by the public expenditure, to which everyone has contributed in form of taxation. 

Public goods and externalities

A powerful argument to justify art policies like the KKR might be the non-private benefit argument. The non-private benefit argument claims that the arts create 'not just a benefit for the people who attend, but also a benefit that accrues to everyone, both to those who do and those who do not attend'(O’Hagan, 1998: 21). While the arts provide a service that can be bought and sold in the market place (which directs to the private benefit), even in the absence of public support they also provide non-private benefit, which cannot be sold in the market place nor be charged to people, therefore must be paid by the public sector. A similar concept is 'externalities', especially when it is conferred broadly onto the members of society, who consume it collectively, as a 'collective benefit' (Heilbrun & Gray, 2001: 224). 

Those non-private or collective benefits echo the economic concept of 'public goods', which refer to those goods that are subject to joint consumption (non-rivalry) but not subject to exclusion (non-exclusion) (Cooter & Gordely, 1995: 159). A pure public good is however very difficult to find in the real world; national defense, drinking water and nature resources are a few commonly accepted public goods, though counterarguments always exist. Goods with public goods characters, in other words the goods created from externalities and collective benefits are far more recognizable in the daily setting. The arts which fell in between the 'pure public goods' and the 'pure private goods' in Samuelson's polar theory (Samuelson, 1954), can be considered to carry the characteristics of 'public goods' since one person can consume an art work, e.g. by viewing a painting in the museum, without diminishing the amount that remains for others to enjoy the same painting; theoretically, it is also impossible to prevent someone’s benefiting from it even if that person refuses to pay for the privilege
 (Heilbrun & Gray, 2001: 230-231).

Considering those collective benefits that the public goods and externalities imply, it is rather easy to understand why this argument is so popular in justifying the government intervention in art. National identity and prestige is one of most frequently mentioned examples regarding the collective benefits (O’Hagan, 1998: 23). Artworks from Van Gogh and Rembrandt provide certainly something more than their monetary value and have become important cultural icons of the Netherlands. It is also believed that the arts can create economic spill-over and social improvement effect; for example, the art activities make the region more attractive for tourists or high-income inhabitants (O’Hagan, 1998: 30-34). It is however arguable whether the flourishing art galleries after the enforcement of the KKR contribute to improving the local social-economic environment, or whether it is the result of improvements in the public infrastructure and urban renewal, and consequently the clustering of the high-income residents with high demands for art.  
Another important incentive for the public support is to meet the option demand for the future and present generations. The present generations might not appreciate the avant-garde contemporary art and therefore create insufficient demand for this type of artworks; however future generations may have a different perception toward those artworks. Paintings from Van Gogh can be considered a good example of this phenomenon. Besides the benefit derived from the legacy that the present generations pass on to future generations (Towse, 1994: 146), the present generations also derive benefit from knowing that the cultural facility exists, thereby allowing them the option at some future date of consuming it (O’Hagan, 1998: 30).

However as the example of Van Gogh shows, the private sector still managed to preserve the artworks that were considered worthless at the time; although this could be a case of pure luck. The tricky part of this argument is that if a society takes enough interest in art to believe that preserving the arts for future generations and later consumption is essential as a public good, the private initiative should be strong enough to ensure the preservation of art without government subsidies (Heilbrun & Gray, 2001: 227). The topic then turns to the quality issues, that whether or not the private sector, namely the general consumers and market mechanisms can properly decide what kind of art should be preserved. 

Nevertheless, the concept of public goods and externalities represents a difficult-to-realize opportunity for gain
. The major reason to that is because it lacks a suitable method of measurement to get the information about the public’s desirability of those goods (Heilbrun & Gray, 2001: 232)
. It is neither possible to detect nor to avoid the free-rider problem. Furthermore, some scholars also believe that citizens should never be taxed more for a public good than what they receive in benefits (Eecke, 1999: 151); however this is not the case with art. The consumers of the highly subsidized art forms, such as opera, classical music and museum, are typically those with a higher level of education and income and are relatively a minority
 compared to the vast numbers that pay for them but do not consume them.  

Merit goods

The fact that the majority of the population lack incentives to participate in art activities challenges the presumption of art as a public good, and leads to the merit goods argument. 'Merit goods' was introduced by Musgrave (1959) to describe a class of goods and services which have collective externalities but can be provided privately; they possess the unique quality of being better for people than they realize (Heilbrun & Gray, 2001: 242). The government therefore has to impose its own preference disregarding the wishes of consumers (Eecke, 1998: 137) by subsidizing the meritorious goods and services in order to increase the quantity consumed. 

 The presumption behind this argument, as Cwi (1982) has pointed out, is that:

'…The arts activities receiving subsidy include those that the general public would desire to have supported had they the ability to experience them. If they have not felt a need for the (subsidized) arts, this is treated as a lack of consumer skill…' (Cwi, 1982: 62)

In short, the merit goods argument for justifying the public subsidies can be simplified as: art is a good thing and it needs to be provided to people, even when they do not desire it. And the reason that they do not desire it is because they lack the right knowledge and taste for it. Therefore, it is even more important to provide art to them. 

The merit good argument thus gives a better justification for a government instrument like the KKR, which is only directly beneficial to a small group of people (who actually use it) and desired by a relatively minor part of the population (the art lovers). Considering that the artworks purchased by the KKR become private goods
 and the owners have an absolute right to exclude others from vision and consumption (Santagata, 1994: 117), the merit goods argument is obviously more suitable to justify the legitimacy of the KKR than the concept of public goods. It also provides a more solid ground for the term 'stimulator': an instrument to encourage the demand for art.  However it still needs to justify whether or not its structure and design can serve this objective in the most optimal manner, which will be discussed in following sections.

2.1.2 Distributional issues and direct subsidy to the consumers

Another principal ground for the public subsidy to the arts, as mentioned in the beginning of this chapter, is the issue of distribution. The core concept of this argument is equity, in other words, the equal social, economic and geographic accessibility (Towse, 1994: 149).

Equal access to art consumption

The social and economical aspects of the distributional issues are especially related to the merit goods argument: the arts are good for people and hence it is important to provide them to 'everyone' - even though some may not desire the arts at all (Heilbrun & Gray, 2001: 238). People with less financial resources often have less incentive to consume art: 'material needs are felt so keenly that a poor person allegedly obtains more pleasure from an additional dollar spent on necessities than a rich person obtains from an additional dollar spent on luxuries' (Cooter & Gordely, 1995:157). Therefore income redistribution in form of public subsidies to lower the prices is not only righteous; it should also increase access to the arts for the less wealthy
. Social access issues relate to the perception that the arts are elitist and the people who have lower education normally lack the ability to appreciate art, which might be improved by education or a pro-active policy of advertising regarding the arts (O’Hagan, 1998: 54).

Although the socioeconomic equality in art participation might not be considered a major objective by the current executive body of the KKR, it is not difficult to recognize similar characteristics in its design. First, the direct effectiveness of the KKR lies on 'prices'. As the slogan on the KKR website suggests: 'Between art and you as a consumer exists a big gap: the price'
; the KKR is designed to make art affordable. Art is therefore no longer a privilege of the rich, but a commodity that can be afforded by a wider range of consumers. The regulation toward the holder of CJP card (the Cultural Youth Passport) also clearly indicates that the KKR is trying to reach the young consumers (see 1.2.1).  Secondly, the KKR is itself a tool to promote contemporary art. All the efforts that have been invested on the policy promotion, such as leaflets and website, can be considered advertisements for contemporary art.   

The geographic accessibility, another aspect that is highly emphasized in the selection criteria of the KKR participating galleries, accentuates the importance of art facilities provided in the neighborhood. An art lover should not only be able to purchase high quality art only in Amsterdam; the high quality art should be offered to him around the corner. A powerful criticism of this argument, as Towse (1994: 149) has pointed out, is that it 'ignores the locational choices made by the population in selecting homes away from cultural centers and in less expensive place'. Taking into account that the Netherlands is actually a small country and the new technological developments such as web shops and digital online collections (which are quite common for the well-established Dutch galleries), the need for geographic equal spread of physical selling points seems not as essential as before.   

Equal access to art production

The distributional issue is not only about providing equal access for the public to the consumption of art, is also about equal access to practicing the arts. The latter is often the justification for government subsidies to the supply of art, such as subsidies to the artists. The objective of this kind of subsidies is to ensure that the artists have a sustainable income to survive and maintain their creative activities. Those subsidies are considered highly inefficient and in recent years, especially in Europe, they have been replaced by state social security or state employment programs (O’Hagan, 1998: 53). 

Regardless of giving subsidies to the artists or placing the artists in a special social security system, the effect in improving the artists' income seems rather marginal. Take the Netherlands as example, different government subsidies have ensured that the Dutch artists are supported by the public sector since 1949, either financed by the social security system or different funds, but the average income of the artists does not improve substantially. The Dutch artists are still 'poor' and they still 'need (the government's) help'. It is why some economists, such as Abbing, argue that the poverty of artists is 'structural': any attempt in improving the condition of the art profession only leads to more participants who receive lower income. The subsidies to art production and art training, and the special social security system for artists signal that the government is willing to take care of artists, hence increase the overall attractiveness of the arts
 and therefore cause the oversupply of artists and artistic outputs (Abbing, 2002).

Except for the subsidies to the artists, Frey and Pommerehne (1989: 181) believe that there are a few measures that can be taken to 'set favorable conditions' for the production and sale of artistic creations and to simplify access for the demanders of art; in other words, improve the condition of art production by regulations
. In the case of the KKR, a series of 'formal criteria' have been set up to ensure that the galleries will pay enough attention in promoting their artists (6 exhibitions per year) and provide sufficient access for the public to view their artworks (open days and hours). Furthermore, although the KKR is not a direct subsidy to the artists, it can be argued that by stimulating the art market it helps to 'set favorable conditions' for art production in general. As mentioned before, the KKR is one of the instruments under the 'market-extending' policy orientation originally set up to increase the artists’ income from the demand side. The interest generated from a purchase with the KKR is paid for by public monies, and can be considered a subsidy to the artist whose artwork is sold. 

Direct subsidy to the consumers

The measures to correct the distributional issues, as mentioned earlier, are facing the same problems related to the access to participation in the decision-making process of arts policy; in other words, the issue of ‘who decides on where and to whom the public expenditure is directed’ (O’Hagan, 1998: 53). If the decisions are made based on bias or ignorance, the measures for improving the accessibility can be fruitless or even deteriorate the existing problem. Therefore some economists claim that the voucher system, or a direct subsidy to the consumers, will be a more efficient and democratic solution. 

On one hand, it encourages the art participation: potential demanders are given coupons or vouchers that entitle them to reduced entrance prices for cultural activities; on the other hand, it forces the art institutions to respond to the desires of potential art consumers: the consumers will act upon their preference and the art institutions will be subsidized in correspondence with the vouchers they receive, which corresponds to the demand expressed by the population. The government bureaucracy can rely on the self-interest of art suppliers, and would not have to involve itself in the evaluation of 'cultural worth' or 'artistic value' of art institutions (Frey & Pommerehne, 1989: 184-5). 

The KKR is, without doubt, a form of direct subsidies to the consumers. By giving the individual consumer an interest-free loan, it aims to lower the threshold of seemingly high prices that obstructs the art purchase.  It is therefore worthy of investigation whether or not the KKR encounters the common drawbacks of the voucher system, specifically the difficulty of targeting the benefits. Without defining the target groups, for instance by giving vouchers to the lower income groups for the reason of socioeconomic redistribution, the government subsidies can suffer from deadweight loss (Ploeg, v.d., 2002: 349). 

It is noteworthy that the KKR does not share the advantages of voucher system: due to the strong incentive of providing ‘high quality art’, the KKR cannot leave the consumers to decide freely through which galleries they would like make their purchase. The strict quality criteria set by the Mondriaan Foundation in selecting the participating galleries are likely to direct the galleries to fulfill the demands of the granting body rather than the demands of the consumers.  

2.1.3 Quality issues and informational failures 

The quality issues that are so highly emphasized by the KKR are actually the most common reasons for government intervention. Many believe that artistic activities and achievements will deteriorate in quality and diversity if the matters are left to the market. The market has a tendency to avoid risk unless there is the expectation of high profit. On the other hand, artistic experiment is often costly and subject to failure. Avant-garde and innovative art thus face bigger market constraints than more accessible art (Ploeg, v.d., 2002: 347, 352) and therefore is subject to government support.  An analogy can be drawn between subsidies for experimental art and subsidies for academic research and development (O’Hagan, 1998: 37). If artistic innovation, like the innovation in science and medicine research, can provide a collective benefit to the public, and innovative research projects from universities and research institutes are often highly subsidized, why should not the government subsidize art innovation? 

The quality issue arguments also integrate closely with the merit good arguments, especially for the arts as an agent of social disruption and change, and justify the public support for work that is experimental and innovative and provides a collective benefit to the society as a social criticism (O’Hagan, 1998: 26-27). It is then not only 'art is good for people', but 'merely' certain art, namely the innovative and experimental one, is good for people. Because innovative art is especially not appreciated by the consumers and therefore generates insufficient demand for the market to respond thereupon correctly, the government must intervene to make sure the sufficient supply of innovative art.       

Government intervention and quality

It is however debatable whether or not government intervention can ensure creativity and innovation. Heilbrun and Gray (2001: 230) claim that the grant-giving bodies have a strong inclination to 'play it safe' by shunning experimentation and very often for political considerations
. Furthermore the use of experts and committees, which is very commonly applied in the grant-giving system, may induce bias for artists and arts for the elite (Ploeg, v.d., 2005:27).  The quality argument, according to Van der Ploeg (2002: 345), is a 'mistake':

'A mistake that is often made by art critics is that the value of arts to society depends on the highest quality only. […] But this seems, without specifying what "quality" entails, a vacuous concept. Who decides what "quality" is? An artistic elite or the public? What defines "quality"? […] Does quality not only become meaningful in confrontation with a public?' (Ploeg, v.d., 2002: 345)
As Van der Ploeg said: 'There is not only market failure but also government failure' (Ploeg, v.d., 2002: 346). A government instrument developed to 'correct' the quality issues can increase the polarization of high art and popular art and lead the art market to further stagnation. Nevertheless, it does not stop countries like the Netherlands - where the government intervention in the arts is considered a normality and not without certain legitimated grounds
 (O’Hagan, 1998: 62) - to keep on emphasizing the quality criteria in allocating public resources to the arts: the Dutch parliament put forward a motion demanding 'quality' as the prime criterion for allocating subsidies (Ploeg, v.d., 2002: 345). 

The selection procedure of the KKR participating galleries indicates that quality criteria play an important role in this particular arrangement. As the Annual Report 2009 of the Mondriaan Foundation has stated, 'striving for sufficient quality' is one of the reasons that the number of participating galleries is limited to the current amount.  Furthermore, the promotion activities of the KKR frequently highlight the concept of 'KunstKoop guarantees high quality art' (Jaarverslag 2005, Mondriaan Foundation:  17); the slogan '100% art, 0% interest' is shown on the KKR website, as well as flyers and all kinds of promotion material. It is however unclear what this 'quality' actually refers to. Considering that the KKR only interacts with the market through galleries, it is rather intriguing how the KKR can 'guarantee high quality' through galleries that possess (merely) 'sufficient quality'.  
High quality and good quality

'What kind of (high) quality' implied in the KKR regulations and objectives certainly matters. If for the executive officers and selection committee 'quality' is equal to 'prestige', the 'high quality art' that it guarantees can only be artworks from well-established artists; but if 'quality' refers to 'innovation' and 'experimental art', then some might expect that more unknown or young artists artworks appear in the list. The different definitions of 'quality' thus bring out very different dialogues and policy orientations.  

It is noteworthy that there are actually two sets of concepts in this discussion: good-quality/bad-quality and high-quality/low-quality. When the former accentuates a judgment in terms of quality and integrity, the latter draws an analogy between high-culture and low (/popular)-culture and therefore refers to the artistic values inherent in different kinds of artistic expressions. In other words, 'low' does not equal to 'bad', nor does 'high' to 'good'. The term of 'good' or 'bad' quality is widely used in descriptions of the quality of general commodities, such as a ‘good’ car and a ‘bad’ car. Put differently, a product can have sufficient or insufficient quality, meaning with or without defects. This definition cannot be applied to a cultural good, because the value of a cultural good, as Klamer suggests, is not fixed. It depends on 'the conversation that art is' (Klamer, 2006: 13). It can also be said that there are actually two kinds of qualities - production quality and artistic quality – that need to be evaluated in a very different way and under a very different context.

Although the value of any particular artistic activity is very difficult to determine, the proponents of public support to the arts do not hesitate to attribute '(high) artistic quality' to so called high-culture (opera, classical music concert, fine art...etc) and worry about the popularity of low-culture signaling the danger of commercialization in the arts. However in recent years the boundary between the high- and low-culture is getting vaguer and vaguer; art forms that used to be categorized as low- or popular-culture such as jazz and movies are now viewed as containing high aesthetical value. Abbing (2006) even abandons the terminology of 'high-art' and 'low-art' and suggests using the term 'new art' instead of 'low art' or 'non high art', not as opposed to high art, but ‘as the successor to high art’ (Abbing, 2006: 19).

Applying new techniques and mixed media, open to the possibility of mass production (design, fashion etc) and adopting informal art practices (without academic training, such as graffiti and street artists), the 'new art' breaks the traditional definition of 'what art is' and summons a new conversation to the issues of artistic quality. One should always keep in mind, that what is considered 'high art' now may have been 'new art' or even 'low art' before, like Mozart’s Magic Flute.
Difficulty in evaluation of quality

In spite of the common understanding of the difficulty in evaluating artistic quality, there is no lack of such attempts. French art critic Roger de Piles (1635-1709) in his Cours de Peinture par Principes (1708) decomposes paintings into four characteristics – composition, drawing, colour, expression – and rates them on a scale from 0 to 20. In his rating of 56 painters, Rembrandt scores very low on drawing (6 points) but high on color (17 points) while Michelangelo is exactly the opposite. Although de Pile elaborates on the principles for defining and rating characteristics, he cannot explain how he aggregates the ratings. 

Another method of determining quality, which is applied by most granting bodies, is letting experts examine the artworks and evaluate their artistic quality. However as Ginsburgh (2003) has pointed out, this evaluation is hardly objective and only represents the' preference' of the experts in question. The real test is 'time': to see which works and artists survive over time and space (Ginsburgh, 2003: 100). Ginsburgh then follows the ‘test of time’ concept and conducts a research to cross-examine the relationship between the expert opinion (prizes, such as Academy Awards for movies), the economic success (box-office result) and the long-term reputation (lists of best movies 50 years later). His research presents a clear indication that the experts are 'bad predictors of quality or talent': the Academy Awards winners often are not the best ones as captured by other measures of artistic quality, produced 20 to 50 years later. Nevertheless, awards, prizes and critics do show a positive correlation with economic success (Ginsburgh, 2003: 109).

The most striking aspect of Ginsburgh’s finding is that although the expert opinion in artistic quality may be fallacious and misleading, it provides actual benefit to the artists whom they wrongfully praise. Ginsburgh proves that the expert opinion, in the form of grants, critics and prizes, can have a signal function in the market and direct the demands toward the artistic expression the experts prefer. The question is then to what extent the bad judgment of experts can crowd out the 'true' talent (if such a thing actually exists). The answer may lie in the starting point of Ginsburgh’s research: time is the best judge. 
It is rather obvious that 'the test of time' seemingly contradicts the argument of 'preservation for future generations'. If time is a better judge of true talent than the experts who the government hires to allocate resources and decide what to preserve and what not, it seems meaningless to provide public assistance to reach this objective. It is why some economists insist that only techniques or skills that otherwise will be lost forever are entitled to subsidies (O’Hagan, 1998:29). A more adequate argument can be made by emphasizing the role of experts as gatekeepers: pre-selecting worthwhile artworks for the public. Since no one knows what kind of artworks will be appreciated in the future, a wide range of diverse artworks with variation in styles, expression and techniques should be preserved and encouraged. 
Informational failures 

The need for gatekeepers comes mainly from the quality uncertainty. Akerlof’s well-known article 'The Market for "Lemons"' (1970) elaborates on the necessity of guaranteeing quality. Companies can use institutions like guarantee, brand-name goods, chains and licensing practices to counteract the effects of quality uncertainty and indicate quality to their customers. On the other hand, the merchants must possess two important skills in order to overcome the quality uncertainty: they must be able to identify the quality of inputs and to certify the quality of outputs (Akerlof, 1970:496). This 'quality' can be identified as the 'production quality' in the terminology of general business and management theories. 

Production quality can be evaluated, controlled and guaranteed. However with cultural products, the intrinsic value of artworks lies in its artistic quality, which as mentioned is very difficult to evaluate thus very difficult to provide a solid guarantee of its quality. The gatekeepers of the arts, namely the galleries owners and museums curators, should possess some sort of expertise to identify quality and talent, but neither can they perfect the task of predicting quality, nor can they certify the artistic quality of outputs (the artworks they sell or exhibit). Nevertheless, they can increase their credibility by building up reputation (brand-name, image) or providing certification, such as recognition from the government or prestigious institutions. 

In the case of art, quality uncertainty only comprises half of the arguments over information failures. Consumers are unable to evaluate the benefits correctly not only because the value of the good is uncertain, but also because they lack the information or ability to evaluate it. Art is an experience good, whose quality can only be ascertained upon consumption (Nelson, 1970). And only by repeated experience can a 'taste' for art consumption be formed.  In order to increase a general demand for the arts, the consumers must first be motivated or 'cultivated' by low prices, education or advertisement to experience the arts and form a taste for the arts (Ploeg, 2002:  349). This argument calls for the same kind of public assistance as the distributional arguments (equal access to the arts) and shares the same kind of presumptions: art must be provided to people even when they do not desire it due to financial or ability restrictions; and it is the government's duty to make (some certain types of) art desirable to people.

Treating the purchase of art as consumption habit that can be 'cultivated', the KKR then can find its justification in this argument. As mentioned the KKR is a market stimulator using 'lower the price threshold' as a strategy in order to promote the purchase of contemporary art. Its effectiveness therefore depends on whether or not such a consumption habit can be formed by the KKR. In other words, it depends on whether the users of the KKR would like to purchase more art after their first purchase using the KKR.  This consumption habit of purchasing contemporary art however should not be confused with the habit of purchasing art with the KKR, since the KKR is in fact a means but not the end itself. 

'Sufficient quality' and 'high quality' art

As argued in the previous paragraphs, the KKR’s regulations actually imply two kinds of qualities: production quality and artistic quality. Considering the galleries as the selling points of contemporary art, their service can be evaluated by the production quality, namely the formal and professional criteria: the number of days that the galleries are open to the public, the number of years that the galleries exist, the annual turnover of the galleries, the number of exhibitions per year, the relationship between the galleries and the artists…etc. Based on those criteria, the service of the gallery can be classified as having 'sufficient quality' or 'insufficient quality'.

Only because the selection criteria of the KKR include the artistic quality, the selection procedure is subject to confusion and confrontation. It is already questionable if such an evaluation of the artistic quality (of the artworks) is feasible and credible, and it gets even more confusing when the regulations mention 'the artworks of the individual artists and the exhibition programs as a whole' (Jaarverslag 2009, Mondriaan Foundation, 2009: 28). Although these quality criteria are rather vague and confusing, the executive organization seems to believe that by selecting the galleries with these criteria, they can then ‘guarantee high quality art’ to the consumers. Since the characteristics that form the judgment of 'high quality art' and 'the galleries that sell and present high quality' have never been discoursed or simply cannot be worded, they can only be observed in practice.   
2.1.4 Price and income elasticity 

Another aspect that needs to be discussed in this literature review is the price elasticity. The KKR as mentioned is an instrument using 'lowering the price' to stimulate art purchases, however it is also commonly perceived that the demand of arts goods is price-inelastic. It is then rather puzzling for the economists why such an instrument can be successful or would be brought out in the first place. Apart from the common presumption of the price inelasticity of art goods, empirical studies often show an inconclusive result concerning the price variation and its effects on the demand for the arts; different factors, such as price ranges, income, education, quality, life-style and consumer characteristics (gender, age, sex-orientation etc.), have their influence on the demand curve for the arts as well (Seaman, 2006: 416). 

Price inelasticity and elasticity of demand for art goods

Seaman (2006) collected 44 studies of demands in performing arts and found that only 29 report some kind of demand elasticity; among them 12 studies found that demand for the arts is price inelastic, while four found strong evidence of price elastic demand. When data allowed a more disaggregated analysis of different price ranges, audience characteristics, or types and sizes of art organization, the studies often find mixed results for the price elasticity of demand (Seaman, 2006: 417, 424). The studies that focus on price ranges show that in the 'reduced price' consumer group there is a high price elasticity, while in 'full price' group an inelastic price elasticity (but not clearly statistically significant). Moreover, Pommerehn and Kirchgassner (1987, cited in Seaman, 2006: 426) find that the price elasticity is lower for high-income than for average-income consumers. It appears that the arts are not by all means price inelastic; in the lower price range and for average-income consumers the price elasticity of demand does exist. Seaman even goes a step further and claims that the presumption that the arts as luxury goods, which are not affected by the price variation, can hardly be confirmed.  

The fact that the demand for the arts diverges in different price ranges and income segments, indicates another important factor in consumers demand: income elasticity. It is believed that the arts are only for the elite, therefore the higher the income, the more consumption in the arts.  Art goods are expected to have a positive income elasticity of demand. However the empirical studies usually present a mixed result: income elasticity estimates are often positive, but not always statistically significant (Lévy-Garboua & Montmarquette, 2003: 209-210). It is not difficult to see that rich people do not necessarily appreciate or consume the arts more than the average-income population, although they do have more financial resources for consuming art; however as Kirchberg (1988, cited in Seaman, 2005:427) has pointed out, the low-income groups regard museum entrance fees as a barrier five times as much as do those in higher income groups. People with a high income not necessarily consume the arts more the rest, but people with lower income surely consume the arts much less the high-income and average-income groups.
The arts as luxury goods

Because the studies mentioned above focus more on performing arts, the result may not be entirely reliable when applied directly on the case of KKR, where the visual arts, a very different art form than performing arts, is under discussion. First of all, the prices of the artworks are much higher than those of the performing arts. A ticket to the opera, after the generous subsidization of the government, costs only around 20-50 euro; however the minimum price of artworks from the KKR is 450 euro, and on average the artworks sold by the KKR are around 3000-5000 euro. An artwork is certainly even more a luxury good for the consumers than an art experience in a concert hall. The consumers weigh their preference of an artwork over that of other luxury goods, like an holiday overseas or a more expensive car. For those who only can afford necessary goods, the demand for such goods is surely extremely low.  

Secondly, due to the uniqueness of each artwork, an artwork cannot be simply substituted by another. The no-substitute nature of artwork makes it price inelastic. Furthermore, quality is especially important in art purchases
; the consumers would not just purchase any artwork regardless of its quality and their preference. Nevertheless, the consumers of course have to consider their budget restriction which limits their capacity of requiring the artwork that they prefer. For the very wealthy people it is probably not an issue; but for those who do not have sufficient financial resources, purchasing something beyond their budget is simply impossible. As the studies mentioned above have shown, price elasticity is not that low in the average-income consumers; therefore the KKR could be attractive for this group of consumers. 

However it certainly does not justify why the government has to subsidize those people to purchase the artwork they prefer. People do save for a dream holiday or a fancy new car; therefore, why not save for an artwork if that is what they want? The issue is that most people actually prefer a holiday and fancy car over the arts; in order to stimulate them to purchase art, a consumer subsidy like the KKR becomes a necessity in the eyes of people who believe the unique significance of the arts in the society. It is, again, a merit good argument.
2.2 Review of previous researches
Although the KKR has existed for 13 years and has been constantly praised as one of the most efficient government instruments in stimulating the individual art purchases by the Dutch art scene, English literature that specifically focuses on this subject is surprising rare. In Fenger's 20 pages overall introduction of the Dutch post-war art policies in 1987
 did not even mention this type of government instrument (Fenger, 1987). 
2.2.1 Presenting the concept of KKR

Some researchers use the data collected from the KKR (or Rentesubsidieregeling) as a data source for researches in Dutch art market. In Rengers and Velthuis’s ‘Determinants of Prices for Contemporary Art in Dutch Galleries, 1992-1998’ (Rengers & Velthuis, 2002), they used data derived from the Rentesubsidieregeling and the KKR to analyze the determinants of prices for contemporary art in Dutch galleries and conclude that the size and material of the artwork, the age and place of residence of the artist have significant influence on the price of artworks. The presumption behind this is that the KKR data can serve as a good indicator of the current state of the Dutch primary art market, as the supervising organization, the Mondriaan Foundation, frequently mentioned in their annual report: 'The use of KunstKoop serves as a key indicator of growth and stagnation of the art market in the Netherlands in general.' (Jaarverslag 2004: 80; Jaarverslag 2005: 17, etc.); the same sentence is repeated almost word for word in every year's report. However, it is not difficult to find flaws in this presumption: since the participating galleries were selected under restrictions of artistic criteria, the data of the KKR certainly cannot represent a picture of the whole Dutch primary art market. 

Without even mentioning the name of Rentesubsidieregeling or the KKR, Rengers and Velthuis describe it as:

'[...] a policy of the Dutch government aimed at stimulating private collecting and buying of contemporary art. The government provides private buyers of contemporary art at a large selection of galleries with an interest-free loan. [...] Therefore, the government does not intervene on the art market directly. [...] Collectors who are rich enough to purchase expensive works of art are less likely to obtain the interest free loan. Transactions in "low brow" galleries are also under-represented in the data, since these galleries are usually not admitted to the government arrangement. Leaving those segments aside, the data set provides an accurate representation of the "middle segment" of the total Dutch market.' (Rengers & Velthuis, 2002: 4-5) 

Besides providing a general description to this type of arrangement, two significant points can be found in this statement: 1. It mentions two parties that might be left out of this arrangement: the rich collectors and the low-quality galleries. 2. The KKR and Rentesubsidiesregeling represent the 'middle segment' of the Dutch art market. It is however questionable whether those remarks are correct, and if they are true, whether they are the desirable outcomes of the policy makers.

Another trace of the KKR in English literature can be found in Van der Ploeg's 'In Art We Trust', in which he uses a rather cynical tone to give a short history of Dutch art policies:   

'[...] In the past visual artists received a subsidised income and had to produce works of art and give those to the government. After a few years the public cellars bulged with many paintings and other works of art, which nobody wanted. Hence, this policy was abolished and replaced by an interest rate subsidy for buyers of art of Dutch living artists [...].'(Ploeg, v.d., 2002: 348)

Considering the date this article is published, his remark is clearly mistaken. After the Rentesubsidieregeling was replaced by the KKR in 1997, this arrangement was no longer only applied to art of Dutch living artists, but of all living artists in the world. Thus the logic implied in his argument, of supporting Dutch artists by subsidizing the demand side rather than the supply side, can no longer be sustained. Van der Ploeg obviously notices this mistake himself, in 'The Making of Cultural Policy: A European Perspective' which is largely based on 'In Art We Trust' he removes exactly the part quoted above, and says: '[...] the Netherlands has shifted from income support for artists to interest subsidies for buyers of contemporary art' (2005: 20). The mistake however, shows that even a former Dutch government officer in the Ministry of Culture and a well-known cultural economist like Van der Ploeg
, can fail to realize that the policy objectives and target groups have been changed in the transition from the Rentesubsidieregeling to the KKR. This issue will be addressed in depth in a later chapter (4.3).
Van der Ploeg, however, stresses the same concerns in both articles. He worries that demand subsidies or generic rules that lean on the market will 'lead to the danger of median voter outcomes, where middle-of-the-road culture is reinforced' (Ploeg, v.d., 2002: 355); 'The danger of this is that safe, boring, better known art wins from innovative art. Hence, special facilities are needed to stimulate experimental art and research & development' (Ploeg, v.d., 2002: 358; 2005: 39). Rengers and Velthuis' remark of the KKR market being the 'middle segment' seems to just confirm Van der Ploeg's concerns.  

Since the English literature cannot lead the path further, I seek for the answer in Dutch literature. Researches commissioned by government or independent organizations, academic dissertations and theses, and government documents have taken various approaches to explain the functions, significances and limitations of the KKR. The following sections will present the important findings in Dutch literature in two main categories: the subsidized artists and the customer profiles.   

2.2.2 The artists and the government subsidies
The IVA Policy Research and Advice Bureau (IVA Beleidsonderzoek en Advies), after being commissioned by the Ministry of Education, Culture and Science (OCW) in 1990, has devoted itself to set up a database - BKDATA (Beeldende Kunst Database) - containing information on government grants in the specific fields of the visual arts since 1984. The BKDATA includes rich data relating to applications and grants for individual artists, the grants for art commissions through national institutions and funds, and the subsidized purchase of art by museums (Museumaankopen) and by individuals (Rentesubsidieregeling and KunstKoopregeling). The data, provided by the supervising organizations or institutions of grants and subsidies by request of the Ministry, have been widely used in various researches from the Ministry and other commissioners for different purposes, mostly in understanding the current state of visual artists in the Netherlands and the cross-influence of different subsidies on artists.
Transition period: 1990-1999

Every few years, the IVA will publish a statistical analysis across different ranges of time periods: mostly for 5 years (1999-2003, 2001-2005) but sometimes it can be 10 years (1990-1999) or even longer (1984-2005)
. The purposes and scopes of those reports differ from each other slightly. Some provide an overall view of the inter-relations between all types of subsidies and grants while some select only a few and emphasize less on the cross-effect. For example, the report for the period 1990-1999 focuses only on three types of subsidies (individual subsidies & stipends, Museumaankopen and the Rentesubsidieregeling/ KunstKoopregeling) and runs through the implementation periods of the RSK and KKR arrangements. It shows that the number of the artists who sells artworks with KKR support in 1999 stays at the same level when compared with the Rentesubsidieregeling (the RSK) in 1990, at around 1000 artists (Vink, R. et al, 2001). This result implicates that the KKR has successfully succeeded the RSK; although between 1994-1996, due to the political uncertainty of whether the RSK would be carried on, the number of the subsidized artists decreased rapidly (from 1149 in 1991, to 534 in 1994); only after the implementation of the KKR in 1997 did it start to increase stably. 

Another notable finding in this report is that only 40% of the KKR (included the RSK) artists were older than 40 during the analyzed period (1990-1999), while in art purchasing subsidy for museums (Museumaankoop, MA) 50% of the artists are older than 40. 40% of the KKR artists are in the 31-40 age bracket. Nevertheless, artists older than 40 received 84% of the total art-selling incomes from the KKR; the young artists (below 30), only receive 1%-2% of it. The researchers conclude that the older artists sell less by the KKR, but the prices of their artworks sold by the KKR are often much higher than that of the artworks from younger artists. As to the geographical spread, around 40% of the artworks is sold in the four major cities in the Netherlands with the RSK or the KKR, and 60% in the rest (Vink, R. et al, 2001: 35-40). 

The significance of this research is that it shows the state of the transition period of these two arrangements - the RSK and KKR - and provides a slightly contradictory picture to the present situation presented in later IVA reports, which will be soon be elaborated in the next section.
The whole picture: 1984-2005

Another IVA report
 that ranges over a longer period (1984-2005) indicates that the average age of the artists in the KKR is 47.1,  even slightly older than the average artists' age from another subsidy that focuses on the demand side but through the public museums, namely the MA (Museumaankopen), which is 46.8 (IJsdens, de Nooy, & Vloet, 2007). The researchers however do indicate that it is due to the fact that the population of artists who benefit from the KKR is slowly aging. The aging of the KKR artists even rises the average age of subsidized artists, who benefit from one or more types of 11 subsidies that are examined in this research, from nearly 40 years old in 1984 to over 45 in 2005. 

One reason to explain this phenomenon is that many artists who came into this arrangement in the mid 1980's still benefit from the KKR 20 years later (22-28%), especially for the young-starting artists who benefited from the KKR for the first time in 1984-1988 (41% of which have repeatedly made use of this arrangement). However the statistics also show that the KKR has the lowest percentage of young artists below 30 (5%), while 27% of the individual subsidies of the BKVB funds
 beneficiaries are below 30 years old (IJsdens, de Nooy, & Vloet, 2007: 26). It may indicate that although the interest-free loan instrument (the RSK) provided a chance for a group of young artists to establish themselves in the early years, in general it offers less opportunity for young-starting artists; the vast amount of the KKR artists grow old with the arrangement.  

The KKR also provides the largest group of artists the chance to participate in a government subsidies system. Among the 12,000 artists who have benefited at least once from the government subsidies from 1984 to 2005, there are around 5900 beneficiaries of the RSK and the KKR together, far more than the artists from any other subsidies. Nevertheless, most of these artists only benefit from the KKR once. In another report conducted by IVA, 51% of these artists sell less than two artworks using the KKR in 1999-2003 (IJsdens, T., Mariën, H. & Vloet, A. 2005) and 50% in 2001-2005 (IJsdens, T. & Mariën, H. 2007). At the same time, there is another group of artists who sell more than 5 artworks using the KKR: in 1999-2003 those artists amount to 28% of all the KKR benefited artists during this period and 26% in 2001-2005. The concentration of art selling on those popular artists is remarkably high, which raises the average number of artworks sold per artist up to 6 in 1999-2003.    

This concentration can be observed from the huge difference between the median income and the maximum income from the KKR per artist: in 1999-2003, the median income is 2,155 euro, while the maximum income is 107,083 euro and minimum income is only 159 euro (IJsdens, T., Mariën, H. & Vloet, A. 2005: 24-25). The unevenly distributed income in a longer period (1984-2005) appears even more dramatic; it varies from less than 600 euro for more than half of the artists to 1.7 million euro for a single artist (IJsdens, de Nooy, & Vloet, 2007: 47). This extreme representation of a relatively small group of artists who often benefit from the KKR raises the question whether or not it is truly the original intention of the policy maker to lead to such a high concentration.

The effectiveness of the KKR in geographical spread is also rather limited. In 2000-2005, around 38% of the artists who benefit from the KKR live in one of the four major cities - Amsterdam, The Hague, Rotterdam and Utrecht and almost half of the KKR artists live in the two most densely populated provinces in the Netherlands:  Noord-Holland and Zuid-Holland (IJsdens, T. & Mariën, H. 2007: 34).

Market value and intuitional value

Table 2.1: Different characteristics of subsidies

	
	Evaluated by experts
	Evaluated without experts

	
	
	Social value
	Market value

	Supply-orientated:

Direct income subsidies transfer to artists, through application
	Subsidies from BKVB Funds

± € 10 mln

± 700 artists
	Wwik

± € 25 mln

± 2000 artists
	---

	Demand-orientated: Indirect subsidies for the benefit of individual artist


	Museumaankopen and assignment grants

± € 5 mln

± 300 artists 
	---
	Kunstkoop

± € 1 mln

± 1200 artists


* Amounts and numbers roughly based budgets of the Wwik and other subsidies in 2005; the number of the artists listed in the table is the average number of artists per year who benefit from the mentioned subsidies in period 2001-2005 and the number of Wwik artists in 2005. 

The IVA reports also present the complicated cross-relations between government subsidies. In the 1984-2005 report, the researchers classify the eleven art related subsidies into two groups - evaluated by experts, evaluated without experts - and present the characteristics of the different subsidies as the table above (Table 2.1). It is noteworthy that as shown in Table 2.1, the KKR is the 'cheapest' subsidy compared to others, especially to the direct subsidies to the artists, namely the BKVB subsidies and Wwik
.

Although the KKR participating galleries have to meet a strict quality requirement that is partially based on the artistic quality of the artists whom they represent, the artworks they sell with support of the KKR still depend highly on the taste of their customers. In the IVA reports, the granting of the KKR to the artists is considered solely decided by the customers, in other words, based on the market values. On the other end are the 'institutional values', which are judged by experts and embodied in all kinds of individual subsidies, museum purchasing subsidies and assignment grants to the artists (IJsdens, de Nooy, & Vloet, 2007). Wwik, which is under the social security scheme and financed by the Ministry of Social Affairs, is left out of this discussion. 

Based on the IVA data 1984-2005, the researchers believe that there is a clear distinction between market values and institutional values. While most of the subsidies evaluated by experts show a close connection to each other
, the KKR seems to fall outside the network of the government subsidies scheme. 'The market has an identifiable taste', mark the researchers,' a subsidy on the choices of consumers has a result other than the allocation of grants through the intermediary of artistic experts' (IJsdens, de Nooy, & Vloet, 2007: 42). 

To clarify the actual relation between the market value and institutional value, and between the KKR and the MA (Museum Purchases, Museumaankopen), the researchers list the top 25 most popular artists in the KKR and in the MA (2001-2005), and compare them with a list of '100 top Dutch visual artists' in 2005 made by Dutch weekly journal Elsevier
. While the KKR list can be considered the 'best-selling artists' and the MA list stands for 'the highly esteemed artists most agreeable to all museum curators', the Elsevier list emphasizes both the economical and artistic achievement.  

In the period 2001-2005 a total of 303 artists benefited from the MA. Of these 44 (or 15 %) are in the Elsevier Top 100. During the same period, a total of 2742 artists sold their artworks by the KKR. Of these, 61 (2 %) are in the Elsevier Top 100. This percentage however is not comparable to that of the MA, since the total number of artists using the KKR is much higher.  Of the 25 artists who benefit most often from the MA, there are 7 in the top 25 of Elsevier, against 3 of the 25 artists who sell the best with the KKR. No artist is in the period 2001-2005 both in the top 25 of the MA and in the top 25 of the KKR (IJsdens, de Nooy, & Vloet, 2007: 35-36). This comparison shows that there exists a certain distance between the market values and the institutional values in general; but when it comes to the top lists the artists in the MA and the KKR, both of them fall in the common perceived 'high quality' art.

The researchers thus conclude that the KKR 'has two faces'. First the system reflects the preferences of private art buyers who are not aware or are not governed by the reputations of artists. These buyers may opt for other artists than the experts; that explains why there are many artists who come into play only once and hardly occur in other types of subsidies. However, in the top list of the KKR there are a few artists whose works are often purchased by the KKR and are appreciated also by artistic experts. In the longer term - 1984-2005 - this overlap between the KKR and the expert-evaluated grants (for example the MA) becomes more obvious: artists such as Armando and Ger Lataster appear on both Top 25 lists of the KKR and the MA (IJsdens, de Nooy, & Vloet, 2007: 44).

To summarize, the IVA reports shows: 1. There are many artists who benefit from the KKR; 2. More than half of them only benefit from the KKR once or twice, while another group of artists whose work is often purchased by the KKR;  3. The average age of the KKR artists is higher than that of artists who receive other government subsidies; 4. The difference between the median and maximum amount of the KKR selling income is significantly large; 5. The population of KKR artists is in general different from that of other subsidized artists, however there is some overlap on the top lists of the KKR and expert-evaluated subsidies (i.e. the MA); 6. The market calls for a different group of artists than those who the institutional experts appreciate.   
2.2.3 Profiles of the consumers 

Besides the IVA reports, there are several researches that focus on the profiles and incentives of the KKR consumers in Dutch literature. In a research commissioned by the Ministry WVC (het Ministerie van Welzijn, Volksgezondheid en Cultuur, the Ministry of Wellbeing, Public Health and Culture) in 1988, the researches apply the group discussion method to gain a deeper knowledge of the art consumers’ behaviours and the effectiveness of the Rentesubsidieregeling (RSK). 14 art-lovers, seven men and seven women age 23-48, were invited to attend this discussion with six gallery owners. The occupation of the participating discussants varies from managers to education related professionals and indicates a rather higher-educated and middle-to-high income group (Intomart Qualitatief, 1988).  

The consumers in the beginning stage of the interest-free loan  

Although 6 out of these 14 are regular art buyers, only one has used the RSK once, and only 4 know about this arrangement.  Both the art-buyers and non-buyers possess a wide range of artworks: posters, gouaches, crafts, water-color and even expensive paintings from well-known Dutch contemporary artists such as Corneille and Lucebert. The older they get, the more artworks they possess. They generally participate in varied art and culture related activities, especially classical concert and ballet, and are also keen readers of the art critics and reviews (Intomart Qualitatief, 1988: 21-24). 

Considering the RSK, only two participating discussants have a very positive attitude toward this arrangement, the rest express a negative to neutral tone to the RSK. The major reason is that they do not like to apply for a loan for art purchasing, and they also question if this arrangement can reach its target group: people with less financial resources. As a matter of fact, the high prices of famous Dutch contemporary art also appear to be unaffordable to most of the discussants themselves. Work from less famous artists (while prices can be still quite high) may be an alternative choice, however the uncertainty of quality and of their own taste become the new threshold.  At this point, the researchers make a very interesting remark: 'Buying more expensive art was so beyond the world of the most discussants that a meaningful discussion about the scheme actually is impossible' (Intomart Qualitatief, 1988: 23, 26). 

The galleries owners, on the other hand, identify the 'important customers' as those who regularly purchase artwork in price-class 3,000 to 12,000 guilders (around 1,361 euro to 5,445 euro) at least once in every two years. The artworks in the low price segment, between 200 to 1,000 gulden (91-454 euro), are mostly sold to 'incidental clients' who buy art for decoration purpose; the ratio of regular to incidental art buyers is 7:3. The RSK prices range is 1,250-12,500 guilders, therefore galleries owners believe the RSK fits their target group perfectly and can bring in 'tremendous benefits' for their business. An interesting remark is that all the discussants, including the gallery owners, oppose to raising the price ceiling, 'People who can afford very expensive art have to pay more themselves'.  One discussant even suggests placing a maximum amount on individual buyers, in case someone uses the RSK to purchase too many artworks at the same time (Intomart Qualitatief, 1988: 13).
This research shows a clear picture of the time when the interest-free loan concept just brought out by the government. The consumers were poorly informed about this arrangement and in general hold a suspicious attitude toward it. Contrariwise, the gallery owners were much more enthusiastic about this arrangement and believe that the RSK can help to build up a regular clientele for middle-to-high price contemporary art, while the purchase of more expensive (more than 1000 gulden) artwork still fell far from people's daily life.  
Profiles of the KKR customers

Bouten (2002) collaborated with the Mondriaan Foundation and conducted a research specifically focused on the customer profiles of the KKR in 2001. Sending out around 700 questionnaires based on a random sample derived from the 8000 KKR customers (reply rate 57.5%), she found some common characteristics of the KKR users: man (63%), 31-60 years old (83%) or on average 48 years-old, higher educated (82.5%), full-time job (64.9%), relatively high household income, living in Noord-Holland or Zuid-Holland (52.5%), without children living together (50.5%), highly urbanized (59.9%). 

The other part of this research focused on the 'non-user', Bouten spread the same questionnaire to the visitors of the Art-Twente, an art fair located in a province with low-density of the KKR participating galleries, and collected 113 valid samples. The characteristics of the non-users are: women (62%), 51-70 years-old (84.7%) or on average 51 years-old, higher educated (71.7%), full-time job (40.2%), relatively high household income, without children living together (64.4%). Comparing the results from both groups, it becomes clear that the KKR users and non-users are not much different in level of income and education; as Bouten also shows in this research, they even read the same type of newspapers and magazines, and watch similar TV programs. The major difference is that non-users are older than the users, demonstrated by the fact that 22.3% of the non-users are retirees, which explains the lower percentage of full-time job and higher percentage of 'without children living together'. Bouten believes for those who still have younger children at home would prefer to pay installment instead of the full amount at once in order to meet the financial obligations to their families (Bouten, 2002: 90). 

As to the gender differences in users and non-users, Bouten believes that it can be explained by the fact that the majority of Art-Twente visitors (from which the non-users sample is formed), like that of visitors in most of art events in the Netherlands, are women. Nevertheless, it may also be due to the fact that men more often hold a full-time job and have a stable income, and therefore stand higher chance to receive a loan, while women mostly have a part-time job and lower income. The aspect of the gender difference is also documented in the research mentioned above, as one gallery owner remarks: 'Women never purchase alone; they always come back with their husband' (Intomart Qualitatief, 1988: 11).  Although neither these researches pursue this issue further, it may be worth investigating  how to stimulate female art buyers since they are the majority among the art-lovers.

According to Bouten, the incentives for the KKR users to use this arrangement are: 1. An interest-free loan for purchasing art (don't need to pay interest themselves); 2. Minimum participating price (pay 10% down payment and own the artwork right away); 3. Paying off over a long period (small installment every month). The more the people value those advantages, the more they would like to use the KKR. On the other hand, those aspects construct exactly the reason why the non-users prefer not to use the KKR: they do not like to apply for a loan, but not because they do not need one (for purchasing art). Bouten's research indicates that the higher the household income is, the higher the percentage is in participating in the KKR. That signifies that the KKR clientele is the socio-economic elite, which rather contradicts the common perception of the KKR target group.

In another research commissioned by Artes Foundation, the Netherlands Gallery Association (NGA, Nederlandse Galerie Associatie) et al. in 2007
, the respondents answer the question 'can you tell us why you would consider the KKR (for next purchase maybe use the KKR)?' with three major reasons: 

1. Independent of the price of the artwork/ when the price is (too) high; 

2. Only when you really want to own a particular artwork; 

3. Possibility of purchasing an (expensive) artwork / art becomes affordable. (Bosch et al., 2007: 46)

The result shows that for the buyers the greatest attraction of the KKR is that it offers an alternative payment method - pay by installments - therefore removes the threshold of high price and gives the buyers more freedom in deciding what kind of artworks they would like to purchase. On the other hand, the reason for not-using the KKR is quite similar to Bouten’s findings: 'Don't want to apply for a loan' or 'When I don't have money, I don't buy'.

Another notable aspect is that in both Bouten and Bosch's (et al.) researches, a great deal of the non-users claim that they do not use the KKR because they do not know such an arrangement exists. The issue with the low noticeability of the KKR seems to have persisted since the beginning. 
2.3 Justifications for the KKR

As mentioned in the previous sections in this chapter, due to the fact that the KKR provides direct benefits to its users, it is therefore better to use the merit goods argument to justify its legitimacy. On the other hand it provides collective benefits to the greater public which can be justified by the arguments such as National identity and prestige, legacy for present and future generations, social improvement and economic spill-over, for which it can be identified as a merit good with public goods characteristics. It is however each with certain weakness, if using one argument alone to justify the KKR; it can hardly be proven that it is the KKR that directly creates the desired effect on those aspects. Public museums for example may be a more probable instrument to realize those objectives.

It is therefore important to bring in some other arguments such as distributional issues and information failure to justify the KKR. By distributional issues, one can argue that a demand subsidy like the KKR can improve the socioeconomic spread in culture and art by lowering the prices and thus the arts become more accessible for people with a less income; it can be also justified as a means to form taste, since art consumption requires repeat experience. The KKR lowers the threshold of purchasing art and hence should encourage repeat consumption. With all those reasons mentioned above, the KKR can also be justified by the aggregate argument that it contributes to 'setting favorable conditions' for the art production; in other words, it is a stimulator for a 'healthier art market'.

However convictive those arguments may appear, it can only be verified in the real world whether the KKR actually meets those objectives or not. Based on the researches mentioned in this chapter, it is clear that the KKR does not improve the socioeconomic spread: the users of the KKR are rather the financial and cultural elite in the society. Both among the users and the artists who benefit from this arrangement, there is a high percentage of incidental participation: many only use the KKR once or twice. On the other hand, there is another group of users and artists who benefit from the KKR in a much higher frequency, and both the users and artists in this group have more financial and cultural resources than the rest. Whether or not this is the desired effect of the policy makers or simply an unavoidable side-effect can only be correctly examined in a broader context - an interrelation of different factors in the Dutch art market, which is still missing from those researches.      

Furthermore, the literature also shows that the KKR struggles with choosing between two sets of quality criteria and encounters a great difficulty in finding its place in the government subsidy scheme. 'Striving for high quality' and 'letting the market mechanism decide', are the biggest dilemmas of the policy makers and the KKR executors. The problems and difficulties that emerge from these conflicting objectives seem impossible to resolve unless the KKR makes a clear decision to choose one of these paths. However it is questionable if this is truly the desirable outcome that the policy initiators, the executive organizations (the Mondriaan Foundations and the galleries) and the customers would prefer. The 'middle-of-the-road' approach may be exactly what the Dutch art market needs at this moment. The answers can only be found in the daily business of the art market and therefore they call for conducting a field research in the Dutch art market. That is also the main motivation of this thesis. 

As presented in this chapter, following the development of the interest-free loan instrument, different issues emerge in different time periods. To appropriately evaluate the KKR, it is then necessary to look back to its history and examine the transition in its goals and objectives at different stages. This aspect constructs the second motivation of this research: a case study of the KunstKoopregeling with close attention to the historical context.
Chapter 3: Methodology
As stated in the previous chapters, the goal of this research is to respond to the need to re-evaluate the KKR, to investigate its impact on the Dutch art market and to elaborate the effectiveness of the KKR in a historical context and in real-life practice.  In order to appropriately respond to those research questions, I have done my investigation by collecting and analyzing data concerning the history and development of the KKR, and by conducting a series of semi-structured interviews with gallery owners and with executive officers of the KKR.

3.1 Research method and data collection 

With the intention to thoroughly examine a single government policy, this research is by nature a case study. A case study enables the researcher to conduct a detailed and intensive analysis of a single case and present the complexity and particular nature of the case in question (Bryman, 2008: 52). In order to process such an analysis with respect to the KKR and its impact on the Dutch art market, I used secondary data based on official and independent researches, statistics, documents and empirical data collected from my own field research. While secondary analysis provides the historical background and development of the KKR, the analysis of the empirical data aims at providing a clear picture of the current state of the KKR in real-life practice.

My field research included 15 semi-structured, in-depth interviews with gallery owners which I conducted between March 2010 and June 2010. The questionnaires used in these interviews are basically the same but with slight variations in responding to the nature of different sample groups (for an example of a questionnaire, see appendix A). Besides intentionally raising suitable questions to different groups of interviewees, as the interview program progressed I constantly brought in additional or complementary issues into the discussion; in other words, the remarks and opinions of earlier interviewees have been taken up and presented to later interviewees in order to verify, dispute or deepen those remarks. Similar approach has been documented in Beardsworth and Keil's research in vegetarianism (Beardsworth & Keil, 1992, cited in Bryman, 2008: 439). 

The interviews lasted 30 minutes to one hour on average. In a few cases the interviewees were very enthusiastically engaged in the conversation and provided richly detailed information about the subject matter, which lead to the conversation taking longer than two hours. The Interviews mostly took form of a formal appointment in the gallery, although some of interviews had to be conducted by telephone due to time restriction of the interviewees.  A few interviews were conducted during art fairs at the stand of the gallery. Notwithstanding that the duration and the forms of the interviews varies, all of interviewees have fully answered the questionnaire that was brought out to them.

Apart from the interviews with gallery owners, I also conducted an interview with executive officers of the KKR from the Mondriaan Foundation.  Their remarks added a valuable dimension to this research: is there a dialogue between the different perspectives of the government and the art world, or rather another monologue parallel to other parties in the art market? The conversation with the Nationale Kunst Koop is more informal, since the official interview request was refused. However I managed to have a short and informal conversation with one of the founders and directors of the Nationale Kunst Koop on the site of an art fair, where he attended as the owner of his own gallery. 

Those informal conversations with gallery owners conducted during the art fairs, namely Affordable Art Fair Amsterdam (2009), TEFAF (The European Fine Art Fair, 2010), Art & Antiques Fair 's-Hertogenbosch (2010) and Art Amsterdam (2010), and the empirical data gathered during the art fairs and during the visits to galleries, served as an important source in understanding the structure and operation of the Dutch art market. My field study is therefore also involved participant observation;  matters such as the ways that galleries represented the KKR in the galleries and in the stands of art fairs and whether or not they actively promoted the KKR during the selling, were documented and presented as a supplement to the interviews.
Similar to Velthuis' research on the prices of the contemporary art (2005), my field study is supplemented with written material from sources such as reviews in art magazines; press coverage of the KKR, publication of the relevant organizations such as the Mondriaan Foundation, the Netherlands Galleries Association, Union of Visual Artists (BBK, De Beroepsvereniging van Beeldende Kunstenaars) and Nationale Kunst Koop; websites of the galleries and organizations mentioned above; articles about or written by artists, collectors or gallery owners published in books and magazines.
3.2 Simple selection and data description

In order to understand the influence of the KKR on the business and behaviors of the Dutch galleries, and to investigate the cross-relation between the KKR and the privately initiated interest-free loan arrangement (Nationale Kunst Koop, the NKK) while taking their participation in the art fairs in the Netherlands into consideration, I first studied the lists of participants in those arrangements and events mentioned above and identified four characteristics as selection criteria for my interview sample. The selection criteria can be presented as follows: 

1. Galleries that have been participating in the KKR for a long and constant period of time.

2. Galleries that participated in the KKR for a long and constant period of time but fell out of the list in recent years; they may or may not then participate in the NKK.

3. Galleries that are in both lists of the KKR and the NKK

4. Galleries that do not participate in the KKR, but actively participate in important art fairs in the Netherlands; they may or may not participate in the NKK.

With the first two criteria, I intend to examine the difference in business performance and behaviors of the galleries with and without the KKR, while the last two criteria emphasize the motivation of participating in the KKR (and the NKK). The participation in prestigious art fairs such as Art Amsterdam and Art Rotterdam, for which selection is subject to a strict quality evaluation, provides an interesting comparison with the KKR participation.

Due to the complexity of the data, I created a database of all participating galleries in the KKR since 1996
, participating galleries of the NKK and of the three major art fairs in the Netherlands - Affordable Art Fair Amsterdam (2009), Art Rotterdam (2010) and Art Amsterdam (2009, 2010) and current members of the NGA (Netherlands Galleries Association) - to achieve a clear overview of the co-relations between the relevant factors. I then separated all galleries in those lists into four groups and selected the galleries taking their geographic location and representativeness in each group into consideration (for a description of sample, see appendix B)

After the selection of the suitable candidates, I approached each candidate individually and continued the process until my categories achieved theoretical saturation. Selecting further interviewees was then based on my emerging theoretical focus during the progress of the fieldwork. Theoretical sampling is not without risk, the researcher may feel that his or her categories achieve theoretical saturation at a relatively early and even immature stage (Bryman, 2008: 459). In my field study, the interviewees from four categories presented a set of common characteristics referring to the criteria used to make such a categorization, while the variation in their personal experience and different perspectives enriched the content of the research. I therefore conclude that the theoretical saturation has been reached in this sampling.

The result of my fieldwork will be presented in two chapters in order to emphasize two different dimensions of the effectiveness of the KKR: the financial dimension and quality dimension (Chapter 5 and Chapter 6). 

In the next chapter, I will elaborate on the historical development of the KKR with help of secondary data. Significant researches, official documents, press coverage and published statements from different parties in the Dutch art market are used to construct a clear framework which is necessary to conduct a meaningful analysis of the KKR.   

Chapter 4: The history and development of the KunstKoopregeling 

As mentioned in the beginning of this thesis, the KKR is the offspring of a series of direct subsidies to the art buyers. Moreover, it is considered the result of typical Dutch ideology concerning culture and nation after the Second World War. During these post-war years, the idea of a 'welfare state' began to develop and more attention than ever before was paid to a fair distribution of material as well as immaterial wealth such as cultural participation (Welters & Eykman, 1976). The objectives like promotion of beauty, public education, cultural dissemination, personal development, welfare, social relevance and quality were considered as an aggregate goal (Gubbels, 1995: 9). With regard to art, the Dutch government first focused on improvement of the social-economical position of artists by increasing art purchases and commissions by the government and social support (the SBBK, de Sociale bijstand voor beeldende kunstenaars 1949-1956
; the BKR, de Beeldende Kunstenaars Regeling, 1956-1987).
It was believed that at that time in the Netherlands very few art was bought and sold and that the majority of artists could barely support themselves.  The government, and the researchers who were commissioned to investigate this phenomenon, attributed it to the decline of the old time 'deep market' after the Second World War due to the redistribution of wealth and the consequential decrease in capacity for art purchases. With increasing and re-distributing the immaterial wealth - enjoyment of art - in mind, the Dutch government started to excogitate a policy orientation toward stimulating a 'broad market' - where many art buyers each buy a little - as opposed to a 'deep market' - where a small group of art buyers purchase the majority of artworks (Gubbels, 1995: 10). 

'Market-expanding' policy orientation in the end of 1950's materialized in the form of the first direct subsidy to the art buyers: the Aankoop Subsidieregeling Kunstwerken (the ASK, purchase subsidy arrangement for artworks). The general perception of the ASK in the 60's was very positive; however soon after Welters and Eykman’s  research on the effectiveness of the ASK published in 1976 indicated that the ASK did not reach the policy objectives, the ASK was official terminated in 1979. It was not until 1984 that another government instrument with the same objective emerged, but with a slightly different design: instead of giving a discount on art purchases, the Rentesubsidieregeling Kunstaankopen (the RSK) provided an interest-free loan which allowed the customers to purchase art with installments.  After being highly praised by the gallery owners and the policy-makers for more than 10 years, it was terminated and eventually replaced by the KunstKoopregeling (the KKR) in 1997.
It is therefore clear that the direct subsidies to art buyers in the Netherlands has more than 50 years of history. The three instruments by and large have a similar objective: stimulating the art market and individual art purchases, however some aspects differentiate one from the other. It is therefore important to elaborate the inter-relations of these three arrangements, their origin under specific historical background and their impact on the Dutch art market.

4.1 Aankoop Subsidieregeling Kunstwerken (the ASK, 1960-1979) 

The purpose of the ASK is to encourage the purchases of artworks made by professional Dutch contemporary visual artists by giving discounts to the art buyers. It is by nature a consumer subsidy which is granted through approved exhibitions to private purchasers. In the end of the 1950's, the instrument of consumer subsidies were already widely applied in other art forms, namely the performing arts such as classical music, ballet and opera. Applying it to the visual arts in order to boost the art purchases of the population with less financial resources was a Dutch initiative. Till now the Netherlands is still the only country that uses this system on such a scale and with a long continuance in the sector of the visual arts.

The discount rate was constantly adjusted during the course of 19 years of implementation. In the early days of the ASK, the discount rate was up to 35% per purchased artwork with a maximum purchase price of 3000 guilders and a maximum grant of 300 guilders. In 1967 it was reduced to 25%, with a maximum grant of 250 guilders, and in 1972 reduced further to 20%, with a maximum grant of 240 guilders. The maximum purchase price for an artwork in 1977 was reduced from 3000 to 1200 guilders. Argument for this reduction was that only 5.8% of the purchased works using this arrangement were priced over 1200 guilders (around 544 euro) 
. 

Following the footsteps of the central government, many provinces also established similar grants; for example, in the Noordoostpolder and a number of municipalities in the province Noord-Branbant, a subsidy known as white bread subsidy is given to newlywed couples; in addition to the ASK, newlyweds were eligible for a discount of 15 percent. Due to the coexistence of the state arrangements and local arrangement, the discount could even reach 50 % (Gubbels, 1995: 12-13).
Objectives and effectiveness

The initiator of the ASK, the Art Possession Plan department of the Prince Bernhard Foundation (Plan Openbaar Kunstbezit van het Prins Bernhard Fonds) believed that the relatively high price of the artworks was the greatest obstacle for the general public; therefore by reducing the price, art would be more accessible for broader segments of the population (Gubbels, 1995: 11). It is noteworthy that the objectives of the ASK covered two facets of the distributional argument: equal access to consumption and equal access to production. By means of the ASK, the government not only tried to encourage the art consumption, but also to meliorate the vulnerability of the socio-economic position of visual artists at that time. In other words, the ASK on the one hand aimed at promoting the purchase of art and therefore increasing the income of the artists; on the other hand art possession and consumption was considered a 'good' thing for the public - the immaterial wealth - and thus should be offered to a broad strata of the population with help of government funding. 
The government was hopeful about the effectiveness of the ASK and anticipated that the ASK would dramatically change the environment of the art market in a short period of time. The social support program for artists such as the BKR
 would be no longer necessary in this thriving new market. In implementation, two factors were emphasized: vertical (social) spread of art and horizontal (geographic) spread of art (Welters & Eykman, 1976). Considering the ASK target-group were artists and art buyers, four aspects should be evaluated while examining the effectiveness of the ASK:
1. Increase in purchase of Dutch contemporary art 

2. Increase in artists' income

3. Emergence of a broader regular clientele of contemporary visual arts 

4. A more balanced geographic distribution of art (geographic spread of art-selling institutions, artists and buyers)

By the first two aspects the ASK were soon believed to be effective, since the artworks sold by the KKR had increased significantly. During the first few years of the ASK around 1000 artworks were annually sold with ASK subsidy. At the end of the 1960's the number had increased to about 10,000 a year and in 1973 around 23,000. The total turnover of artworks sold with the ASK amounted to 7 million guilders in 1973, and more than 10 million in 1978. The number of organizers of exhibitions (i.e. galleries, art dealers, cultural centers, exhibition halls and associations of artists etc.) who received the subsidies in behalf of their private clients mounted from approximately 100 in 1963 to 255 in 1973 (Gubbels, 1995; Welters & Eykman, 1976). Even though the amount of the organizers increased significantly and appeared to spread throughout the country, two third of the ASK artworks were sold in the four major cities in the Netherlands, the so-called 'Randstad'(Welters & Eykman, 1976). 

As for the target group of this arrangement, namely artists and art buyers, the number of subsidized artists grew from about 1000 in 1966 to more than 2000 in 1973.  The number of subsidized buyers rose from about 4,000 in 1966 to nearly 12,000 in 1973 (Gubbels, 1995: 13). Notwithstanding the rapid growth in number of subsidized artists and private buyers, investigations showed that the ASK did not change the elitist clientele of contemporary art, nor did it improve the average income of the artists. The clients of the ASK appeared to be the most privileged groups in the Netherlands:  typically having a very high income; 50% of the ASK users were occupied as a business manager. They were also the cultural elite: 72% with a university degree or a higher professional education; they are frequent visitors of other art facilities and keen art-lovers. 25% of the ASK users were collectors and even investors (Welters & Eykman, 1976). On the other hand it was also clear that the major part of the ASK turnover goes to a small number of well-known artists: a few artists sold many artworks and many artists sold few artworks (Gubbels, 1995).

Based on these results, it is clear that the ASK did not or only on a very limited scale meet the policy objectives in all four aspects. It increased the art purchase and artists’ income, but only chiefly for a small group of artists and their artworks. Both in geographic and social spread the effectiveness of the ASK is rather limited. 

Problems

Welters and Eykman's research Geld voor kunstkopers (1976), as Gubbels described, 'received much publicity and hit the gallery owners like a bomb' (Gubbels, 1999: 123). Not until this report was published, the long existing problems of the ASK started to emerge. Although there were discussions about the possibility of fraud and difficulty in budget control and quality control, it was generally believed that the ASK was a great success. Both the government and the art world held a very positive opinion toward the ASK, especially with regard to the effectiveness of the ASK on social and geographical spread. However, these two aspects, social and geographical spread, received the severest criticisms in Welters and Eykman's report.
In their research, Welters and Eykman point out that the ASK does not cultivate a broader interest in art, nor does it help to form the basis for a new, younger, broader and regular clientele of contemporary art. The main conclusion of the study was that the ASK had no significance for social distribution of art:  'The ASK did not open up a new and broad market as it was originally planned, but rather regained the lost deep market' (Welters & Eykman, 1976: 34). Another important remark in this research is: 'The younger the buyer is when he purchases with government subsidy for the first time, the more inclined he is to conduct a "subsidized" purchase more often.' Direct subsidy to the art buyers therefore contributes to forming dependency on government subsidies (Welters & Eykman, 1976: 28).  
Apart from the criticisms from Welters and Eykman's report, there were a few existing problems which questioned the efficiency and effectiveness of the ASK. One is the possibility of fraud. Fraud took form of artificially raising the price of the artworks and bookkeeping fraud - split an artwork of 2400 guilders into two artworks of 1200 guilders which entitled the customers more discount grant. Measurements in solving this issue has never taken place (Gubbels, 1995: 16). Another issue was that due to increasing application of the ASK, the government had to rise the ASK budget rapidly every year. Every exhibition program that was approved by the Council for the Arts (Raad voor de Kunst) received a fixed amount of grant to compensate the discount that was given through the ASK. Sometimes the subsidy ran out on the first or second day of the exhibition and people who visited the exhibition later could not use the ASK anymore (Gubbels, 1995: 13, 16); on the other hand, some exhibitions did not use the subsidy budget at all or only used a very small part of it. It was often possible to receive more subsidies after the original granted budget was exhausted (Welters & Eykman, 1976: 21-22). Difficulty in determining how much budget should be reserved for the ASK annually led to a budgeting disaster. 

In the last period of the ASK, the Council for the Arts also found the quality of exhibitions becoming a problematic issue. While the artistic criteria of the state funding gradually switched to 'innovation and responding to current art trends', the operation of the ASK went in the opposite direction: there was a broadening to a wide variety of art institutions (galleries, art dealers, exhibition spaces etc.) and of art forms in which the professional and artistic differences were great. The Council for the Arts complained about the increasing difficulty in finding organizers with sufficient professional and artistic standards, and most important of all 'who pay enough attention to young artists and not try to avoid avant-garde or experimental art' (Gubbels, 1995: 16-17).

These existing problems, combined with the rather negative image of the ASK that Welters and Eykman had portrayed, finally led to the termination of the ASK in 1979. After the termination of the ASK, the provinces and municipalities also abolished their own discount subsidies on art purchase. 

Termination and aftermath

The gallery owners opposed the Ministry's decision in terminating the ASK fiercely. The Association of Gallery Owners and Dealers in Contemporary Art (de Vereniging van galeriehouders en handelaren in hedendaagse kunst, formed in 1976) held a press conference to protest against the termination and went further to attack Welters and Eykman's report as 'unscientific and totally demagogic' and found the results were 'inconsistent with the basic experience of the gallery owners' (Gubbels, 1995: 16).

It was believed that the abolition of the ASK would worsen the already economically vulnerable gallery system, and particularly small and young galleries would not survive. The threshold-lowering effect of the ASK was considered essential for their business and especially for those who represented many debuting artists. This concern was proven to be mistaken. Most of the galleries that were highly dependent on the ASK managed to survive the impact of its termination (Gubbels, 1999: 124). Besides the economical aspect, the gallery owners also felt 'hurt' by the fact that the importance of galleries in cultural life was not recognized and appreciated (Gubbels, 1995: 17). Despite the fruitless attempt to reverse the termination of the ASK, the gallery owners and the Association of Gallery Owners and Dealers in Contemporary Art did not stop negotiating with the government and that finally resulted in an alternative arrangement that emphasized the role of the galleries - the Rentesubsidieregeling Kunstaankopen (the RSK). 
4.2 Rentesubsidieregeling Kunstaankopen (the RSK, 1984-1995)

Almost immediately following the abandonment of the ASK in 1979, the government began to consult with gallery owners about the possibility for an interest-free loan on art purchases in the early 1980's. Already in the mid-seventies, the gallery owners suggested the idea of art purchases with installments; the Association of Gallery owners and Dealers in Contemporary Art started the negotiations with various finance companies. In 1984, the government took over the plan of the gallery owners to further design and eventually made it to policy. The major reason for the government to make such a scheme, besides the moral incentive to support the galleries after the termination of the ASK, was that the RSK happened to suit the new policy framework since 1984 - market expanding, which provided the justification and finance to this kind of arrangement. The RSK soon became the main tool in this policy and took up more than 50 percent of the budget (Gubbels, 1995: 195). 

The scheme works as follows: creditworthy buyers can apply for an interest-free loan for purchasing works of living Dutch artists or artists who live and work in the Netherlands more than two years. The purchase must be made at selected galleries. The Ministry of WVC (Het Ministerie van Welzijn, Volksgezondheid en Cultuur, the Ministry of Wellbeing, Public Health and Culture) collaborated with the Bank De Lage Landen and subsidized the interest. In 1984 when the RSK was first carried out, the minimum of such a loan was set at 1000 guilders, when the maximum was 10,000 guilders. A down payment of 20% of the purchase price was compulsory; therefore the price of artwork must exceed 1,250 guilders
.  In the last period of the RSK, the regulation was modified according the consumers' feedback, the minimum price of artwork was lowered to 500 guilders and the maximum price was 12,500 guilders (Gubbels, 1995: 195).
Participating galleries of the RSK were selected by the Council for the Arts. Galleries must submit documentation on their exhibition programs and data about their practice and turnover, which were then reviewed by the board. The selection criteria were: the quality of the exhibitions, the professionalism of the gallery and the geographical distribution of the galleries in the Netherlands
. 
The RSK arrangement is not only an unique initiative that applies the credit concept - which is generally applied on consumer commodities - on art purchase, it is also the first example in the cultural sector that the government directly does business with a private commercial institution.  This rather daring move appeared to be a huge success right after its implementation, at least quantitatively. In 1985 there were around 700 purchases using the RSK, and the number grew to 4000 in 1992. In the period of 1984-1990, the Ministry of WVC paid in total 0.9 million guilders for the interest, while the total turnover of involved art selling mounted to 5.7 million guilders. The interest paid by the WVC was considered 'investment' that the government used to stimulate the art purchase, and the actual art selling turnover with the RSK was viewed as 'the result of the investment'.  A common remark to the effectiveness of the RSK was  that 'a relatively small investment generates a significant financial impact' (Gubbels, 1992: 30).
Objectives and effectiveness
The RSK and the ASK shared many resemblances especially considering the policy objectives and implementation. First of all the participants of the RSK and the ASK were both selected by the Council for the Arts; secondly both of them were limited to the subsidization of the purchase of Dutch contemporary art; and thirdly, they were both designated to increase art purchases by lowering the price threshold. Similar to the ASK, the RSK was set to promote the purchase of contemporary art by individuals and thereby improve the income position of the Dutch artists. Geographical spread was accentuated in both arrangements. A secondary aim of the RSK, however, marked the significant difference between these two arrangements: support for the Dutch galleries.

The emphasis on the role of galleries in the RSK and not in the ASK, according to Dutch researcher Gubbels (1995, 1999) - whose expertise is in the history and development of Dutch galleries - is the result of developments in the Dutch art market and the more pro-active position that galleries were taking after the lifting of the ASK. In 1960, when the ASK was first implemented, there were only very few 'galleries' in the Netherlands, most of the art selling institutions used the term 'art-dealing' (Kunsthandel) and only 5-10 percent of them sold contemporary art. Most of the contemporary artworks were sold in the studios of artist. Exhibition halls and the independent exhibitions held by all kinds of associations of artists provided most opportunities for young artists to present their artworks, which explains why the ASK was granted to the 'organizers' of the exhibitions but not to particular galleries or organizations (Gubbels, 1995; 1999). 

But in 1984, the Dutch art market had changed dramatically. Since the end of 1950’s and early 1960’s, many ambitious young 'galleries' opened in Amsterdam, The Hague and Rotterdam areas. The terminology 'gallery' became synonym of 'risk-taking cultural entrepreneur' devoted to organizing exhibitions and selling contemporary art. Those new galleries were mostly engaged in promoting avant-garde and experimental art. The (international) contacts with and between artists and adequate presentation of the new art-forms were more important than the commercial intentions in these galleries (Gubbels, 1995: 15). 

Although the ASK did not contribute to the geographic and social spread that were highly emphasized by the policy makers, it was widely acknowledged that the ASK had nurtured the young idealistic gallery owners. Also the abandonment of the ASK helped to strengthen the collaboration between the galleries: the foundation of the Association of Gallery Owners and Dealers in Contemporary Art (de Vereniging van galeriehouders en handelaren in hedendaagse kunst) in 1976 was due to the need of a corresponding organization to negotiate with the government when the ASK was first under the threat of termination. In 1984, those 'new' galleries, though they still were a minority, were fairly established and started to play an important role in the Dutch art market. The number of the galleries also increased significantly; in 1970 there were only 60-70 galleries and in 1980 the number mounted to 200. The RSK, which used the galleries as 'selling-points', was a logical result of the development in the Dutch art market, and met its challenge as this polarization of the 'avant-garde' (new) and the 'commercial' (traditional) art institutions further evolved.  
The apparent effectiveness of the RSK is also very similar to the ASK: rapid growth in selling and the number of the artists and galleries who benefited from this arrangement. In 1985 the interest paid by the government was 462,000 guilders and the turnover of the subsidized art-selling by the RSK was around 2 million guilders; in 1992 the interest mounted to 4 million guilders and the turnover 16 million guilders. The number of the artists who benefited from the RSK was only 348 and in 1992 it amounted to around 1000. 67 galleries participated in the RSK in 1985 and in 1992 there were 197 galleries using the RSK. The number of the galleries in the Netherlands also increased rapidly during this period: in 1985 there were less than 300 (professional) galleries and this number increased to 400 in 1992 (Gubbels, 1992). 

Even the limitations of the RSK echoed those of the ASK. The RSK buyers were typically characterized as 'high income, high education level and active members of the working population'. In 1988 66.4% of the RSK users had more than 50,000 guilders gross annual income (the average income was around 41,000 guilders), in 1990 it was 69.9% (Gubbels, 1995: 196). Furthermore, although the RSK did benefit many artists, only a small group of well-known and generally older artists acquired a significant income from the RSK. For the vast majority of artists the income from the scheme was rather marginal (Gubbels, 1992: 53). Notwithstanding the quality criteria in selecting the participating galleries, most of the artworks sold by the RSK were 'relatively more accessible for a wider population'. The list of the 'top' RSK artists was very different from the list of artists who benefited from other government subsidies that were granted based on expert opinions (See 2.2.2; or Gubbels, 1992) .
The actual financial benefit to the galleries was also questionable. 20-30% increase in turnover was most commonly mentioned by the participating gallery owners, while 3% increase was also noted (Gubbels, 1992: 67). The RSK also did not change existing cultural centralization in the four major cities: in the period 1984-1990, more than 46% of the RSK turnover was made in the galleries in the 'Randstad'
. The geographical distribution, however, was accomplished to a certain degree by allowing more galleries in other parts of the Netherlands to participate in the RSK – regardless of their 'lower quality' compared to their colleagues in Amsterdam.
Problems

Despite the observed flaws in the RSK’s effectiveness mentioned above, the RSK had always been considered 'successful' - even though the RSK and the ASK shared the same objectives and the same drawbacks that finally led to the termination of the ASK.  Exactly because of the 'success' or the increasing demand of the RSK, the government was forced to control the budget by raising the selection standard. It therefore limited or even decreased the number of participating galleries. 'Quality' selection became the core of policy implementation, which caused enormous confrontation and disagreement and eventually resulted in the replacement of the RSK with the KunstKoopregeling (the KKR) in 1997. 
Gubbels, who has conducted a series of researches on the direct subsidies to art buyers in the Netherlands before the KKR, namely the ASK and RSK, argues that the emphasis on 'quality' in allocating the public resources is a rather common trend in the Dutch cultural policies starting from 1980’s (Gubbels, 1992, 1995, 1999). The notion of quality, however, became more and more conjoined with 'avant-garde' and 'innovation', especially for the expert committees of the public granting bodies. Furthermore, the emerging of prestigious art fairs such as KunstRai (now the Art Amsterdam) in mid-1970’s reinforced the concept of 'avant-garde equal high quality'
. More traditional or more accessible types of artworks gradually fell out of the spectrum of the (government) experts’ definition of 'high quality'.

When the budget of the RSK became a problem and limiting the participating galleries became a necessity, the government cultural officers sought answers in quality criteria. In 1992, commissioned by the Ministry, the Council for the Arts designed a new RSK selection system focused on quality. The Council classified the RSK participating galleries into three groups based on the quality of services offered, the national and international interest of the galleries, and their devotion to risky programming. The result was a pyramidal hierarchy of galleries ranked by their 'quality level': A, B and C. The galleries in the A category (63 galleries, of which 28 are located in Amsterdam) were characterized as having international contacts and activities and risky programming that contribute to improving the position of the Dutch visual arts
.  Those galleries had the first priority to use the system. 

The galleries in the B category (43 galleries) were distinguished by characteristics such as representing national prestigious artists and carrying some unique characters in their practice. Those galleries were eventually also allowed to use the RSK, since the budget was still enough to cover this category. The galleries in the C category (77 galleries) were excluded from the scheme (Gubbels, 1995). As Gubbels has commented, with this classification the Council for the Arts created a group of galleries that were characterized as 'government-approved galleries' that dealt with 'government-approved art'. The aforementioned growing division in the gallery world was further established by the government (Gubbels, 1995: 199). 
The ABC classification was not welcomed by most of the gallery owners, especially by those who had been classified in B or C category. They believed that the classification and the following disqualification from the RSK would damage their relationship with clients and artists (Gubbels, 1995). It is of course difficult to accept that they have been marked as 'less-qualified' galleries
. While those galleries complained about being demoted as 'amateurs', the A category galleries embraced the classification and formed another association with 40 so-called 'avant-garde' galleries in 1992: The Union of Dutch Gallery Owners (de Bond van Nederlandse Galeriehouders), which is the forerunner of the Netherlands Gallery Association (the NGA, de Nederlandse Galerie Associatie). 

Transformation and aftermath
Due to the fierce criticisms toward the classification and new selection criteria, and especially the comment of 'unfair competition', the Council for the Arts advised the Ministry to establish a private arrangement for those excluded galleries. It was repeatedly emphasized that the strict selection was the result of 'limited budget', and since the RSK had been 'proven useful', the excluded galleries should not suffer from the unfair competition due to their business choice toward a more 'commercial' direction. Moreover this new, privatized system should be provided to all galleries, only the interest was no longer paid by the government but jointly by the art buyers and the galleries. Less stringent criteria and wider financing possibilities should be applied in this private arrangement. Two arrangements side by side, one private and one subsidized by the government, was the best solution according to the Council for the Arts
.

However before this suggestion even got the chance to be realized, events had taken an unexpected turn. In 1994 the then Minister of Culture, Hedy d'Ancona, announced that the RSK by January 1, 1995 would be abolished. As grounds for this proposal she stressed the importance of 'a thriving gallery industry that can provide a broad spectrum of public preference'. The government could, said the Minister, no longer be limited to a range of pure 'avant-garde' and risky art, but had acknowledged that consumers had the right to follow their own preference. She concluded that arrangements could be difficult to continue 'because the selection procedure had more disadvantages than advantages to the gallery industry'
 . 

The two major associations NGV and GbN started immediately a lobby to stop the minister’s decision and with success. Although most of the galleries disagreed with a quality hierarchy classification, they fought for the continuance of the RSK jointly as much as they fought for that of the ASK. With the support of the State Secretary Aad Nuis
, the RSK was handed over to the newly established Mondriaan Foundation, following the original plan that was set up in 1992 (Gubbels, 1995: 200; BK-Informatie, 1992 & 1993).   

At the Ministry’s request, the Mondriaan Foundation developed a new arrangement based on the RSK - the KunstKoopregeling (the KKR). Before the official implementation of the KKR in 1997, while the RSK was still in operation, a few modifications had been made. Since 1994, the interest budget for each participating gallery must be determined by the annual turnover of the gallery, which means that the gallery needs to submit the official documentation stating its accurate financial data. The privacy and business secrecy that were problematic in the early period of the RSK
 appeared no longer an issue for the galleries owners.
On the other hand, the quality criteria still constantly caused confrontation between the gallery and the supervising institution. Due to a too flexible admission policy in the beginning – in the early years of the RSK only a very small percentage of applicants were refused by the Council for the Arts – the strict standard applied after 1992 was either confusing or unacceptable for those who were suddenly excluded from the arrangement. Many galleries then chose to file an appeal by AROB (Administratieve Rechtspraak Overheidsbeschikkingen, administrative jurisdiction procedure against government decisions) (Gubbles, 1992: 74). 

The most widely reported and discussed case is Henriëtte Mulder vs O.C.& W. (de Ministerie van Onderwijs, Cultuur & Wetenschappen, the Ministry of Education, Culture and Science) in 1996
. The significance of this case is not only that she won the case (although she lost the appeal in the higher court), but the court commented on the assessment of the Mondriaan Foundation as 'not objective' and was doubtful that the committee could make proper decisions while 'reviewing 43 applications in only three meetings'. The court also requested that the Mondriaan Foundation compensated the legal cost and financial loss of Mrs. Mulder, the owner of the Wiek XX gallery in north city Groningen
. Although this case was eventually solved outside the court (the Mondriaan Foundation decided to grant Mulder the right to participate in the KKR after further reviewing her application), it accentuated the importance of finding a balance between quality and fairness. Whether or not the Mondriaan Foundation has reached this balance, will be examined in Chapter 6 of this thesis.
4.3 Transition from the RSK to the KKR Outline of the modifications

The KKR as a policy instrument is almost identical with the RSK, with only a few modifications (see Table 2 below). However due to the transformation of the supervising organization, the KKR functions far more efficiently than the RSK. A few significant changes, especially concerning the more transparent selection procedure and the development of control protocol allow the Mondriaan Foundation to have better control over the galleries and quickly reduce the number of official objections against the decision of the Mondriaan Foundation. 

Table 4.1: Comparison between the RSK and the KKR

	
	Rentesubsidieregeling Kunstaankopen 

(1984-1995)
	KunstKoopregeling (1997- now)

	Supervision organization
	Het WVC, the Council for the Arts
	Mondriaan Foundation

	Selection mechanism of participating galleries
	Independent committee assigned by the Council for the Arts
	Independent committee assigned by the Mondriaan Foundation

	Collaborating bank
	De Lage Landen
	VSB Bank / Fortis Bank

	Application possibility
	Once a year (the admission lasts for 2 years)
	Every 2 years (the admission lasts for 2 years)

	Users
	Individual Dutch citizens
	Individual inhabitants of the Netherlands (for the past 18 months), aged 18-75. 

	 Basic rules  
	Artworks
	1.Artworks of living Dutch artists (or artists living and working in the Netherlands for more than 2 years, and later, European artists)

2. Only for artworks of the artists that are presented in the exhibition plan (no stock-sell)  

3.Purchase made in the selected galleries
	1.Artworks of living artists, made after 1945 (international artists)

2. Including design objects, photography, jewellery and prints of which there are no more than 60 editions

3.Purchase made in the selected galleries

	
	Price and loan restrictions
	1. Min. loan f 1000, max. loan f 10,000. Down payment 20%. 

Min. price f 1250, max. price f 12,500 (1984)
2. Min. price f 500, max. price f 12,500. Down payment 20%. (1992)

	1. Min. price f 1,000 (for CJP card-holder f 350), no max. price limit, max loan f 15,000. Down payment 20%, max. to f 1000. (1998-2002)

2. Min. price €450 (for CJP card-holder €150), max. loan €7000. Down payment 10%, max. € 450; artworks cost more than €7450 with higher down payment.

Min. monthly payment €22.50 (2002-2010)

	
	Due time
	Max. 5 years - 60 /48 /24 months
	Max. 3 years - 36 /24 /12 months

	Regulations for galleries
	1. Registered at the Netherlands Chamber of Commerce (de Kvk, Kamer van Koophandel)

2. Open 4 days a week to the public

3. Submit annual report and future exhibition plan.

4. Able to guarantee the continuity of the gallery
	1.Registered at the Netherlands Chamber of Commerce (de Kvk) for at least 1 year (2002-2010; (this was 2 years during 1996-2002)

2. Open 3 days per week to the pubic in total not less than 15 hours

3.  At least 6 different exhibition programs per year

4. Submit annual report and future exhibition plan

5. Min. annual turnover f 75,000 (1996)/ f 50,000 (1997-2002)/ € 30, 000 (2002-2010)


Another noteworthy difference is that the Mondriaan Foundation has played a much more active role in promoting the KKR. Advertisement can be seen in art magazines; folders of the KKR are available in the participating galleries, at the stands of the KKR in the art fairs and in the regional Art Lending centers. In 1997 the Mondriaan Foundation starts to participate in art fairs in the Netherlands such as KunstRai (Art Amsterdam), Art Twente, Art Rotterdam ...etc.; recently even Life-Style fairs and a marketing campaign on the mortgage market are considered as promotion possibilities
.  Efforts also have been invested in communicating with the gallery owners and connecting the art world. During the transition period, the Mondriaan Foundation organized meetings, distributed printed regulations and announced information through the national media, to explain the new arrangement to the gallery owners
. The Mondriaan Foundation also organizes conferences with artists, gallery owners and experts to discuss the current state and future of the visual arts and Dutch art market wherein the KKR is often one of the major subjects
.

The Mondriaan Foundation annually produces a detailed report about her activities in the past year, defines her organizational objectives, and explains the problems encountered. The annual reports of the Mondriaan Foundation provide rich data and information about the organization and the subsidies, projects and funds under her supervision. The development of the KKR has been documented in the Annual Report of the Mondriaan Foundation since the very beginning (1996).

In the Annual Report 1996 of the Mondriaan Foundation it is made clear that the regulations of the KKR 'are made of the positive and negative experiences that the government had with the former Rentesubsidieregeling', and a few differences have been specifically marked out
:

- More galleries can be admitted to the arrangement

- The selection of galleries focuses more on their professionalism  

- Quality criteria have been elaborated and expanded; more emphasis on the regional importance of the gallery

- No price maximum; applied to the artworks from international artists 

- More emphasis on small galleries 

- Quantitative limitations on multiples and graphic artworks
- Special arrangement for CJP card-holders

This short description presents the major modifications that the Mondriaan Foundation has applied in order to 'bring life to this arrangement'
 and solve the problems that the forerunner RSK had encountered.  The first remark, more galleries can be admitted to the arrangement, is achieved by the negotiation with the new financial collaborator, the VSB Bank, which was part of the enterprise of the Fortis Bank. Because the VSB Bank and later the Fortis Bank are willing to provide more resources to this arrangement, the financial capacity has increased by 35%
. Therefore the KKR can sustain around 150-200 galleries; much more than the RSK in its last period, when the A and B category galleries only added up to 106.

The lift of the price maximum and opening up to international artists indicate that the KKR wants to go beyond the objectives of the RSK and the ASK concerning the social spread and increase of Dutch artists' income, and focuses more on 'stimulating the market'. However that does not mean that the typical objectives of direct subsidies to the consumers have totally disappeared in the KKR: geographic spread and encouraging young buyers (CJP card-holders) - who have less financial resources - are still embedded in the KKR regulations. 
Changes in selection criteria

The most important modifications of the KKR in the selection criteria, as the 1996 Annual Report has pointed out, are that the criteria of professionalism and quality are elaborated in far more detail, compared to the sketchy and ambiguous description in the RSK Gallery Admission Regulation (Toelatingsregeling Galeries
). In respond to the criticism that many rejected gallery owners have made - they show and sell artworks from the same artists that are also sold by the participating galleries - the Mondriaan Foundation emphasizes that the judgment is made based on the consideration of 'the presentation, the programs and the artistic quality of artist's artworks as a whole', not just the artistic quality of works of particular artists. 

The professional criteria, which receive more emphasis in the KKR, are considered 'quality in practice'; in other words, the quality of service as the point of sales of contemporary art.  In the regulations of the KKR announced in 2002 the professional criteria have been  in more detail, and include a section that concerns the galleries’ efforts to establish a stable relationship with a group of artists and hold exhibitions for those artists so that the public can follow up on their development. Galleries need to present themselves as a professional organization in a way that can be examined by how they present exhibitions and how they interact with artists and buyers. The promotional activities, materials presented in exhibitions, and their presentation in art fairs are reviewed by the selection committee under the professional criteria (Staatscourant, 2002: 12). 
Another crucial point is that the Mondriaan Foundation has a dispute management system whereby the rejected gallery can raise official objection. Objections and the ensuing procedures are clearly documented in the Annual Report. After the first few years of the KKR, the number of official objections was rather small. More than half of objection cases received a positive result; mostly because the galleries provide extra data or information while making objections. In earlier years, not only would the selected galleries be listed in the Annual Report, also the name of the rejected galleries would be mentioned.  However since 2002, only the selected galleries and the objection cases will be listed in the annual report
. Listing all applicants in the annual report was obviously for the transparency reason, nevertheless it was not welcome by the rejected galleries because it signified 'dis-approved by the government' (See Chapter 6).   

Changes in policy objectives

As mentioned in previous section, the objectives of the RSK are 'to promote the purchasing of contemporary art by individuals and thereby improving the income position of Dutch artists', and to support the Dutch galleries while taking the geographical spread into consideration. In the document of the KKR, the focus has switched to 'stimulating individual art purchase and the art market' and 'guarantee the quality' by offering 'high quality art' in the selected galleries, so that 'more people can buy art or people can afford higher price artworks'
. Geographic spread has been replaced by 'regional importance of the gallery'. 'Improve the artists' income' and 'support the galleries' are no longer visible in the policy objective description.

The lack of effectiveness in social-economic redistribution, which was once the reason that led to the termination of the ASK, is well acknowledged by the Mondriaan Foundation, but is not considered as counterevidence of the success of the KKR.  The consumer studies of the KKR mentioned in the Annual Report, commonly suggest that the users of the KKR are a social and cultural elite, live in the big cities and have an above average education level and income
. Furthermore, the list of selected galleries is arranged alphabetically under the different provinces wherein the galleries located. The uneven geographical distribution therefore is more than obvious in this list: the majority of galleries are obviously located in the province Noord-Holland and in Amsterdam. As to the effect on the artists' income, as mentioned in the chapter 2 of this thesis, it is only beneficial to a small group of artists. For the majority of artists who sell artworks using the KKR, the effect is rather marginal.    

Nevertheless, this does not mean that these objectives are not important in the KKR anymore. As a matter of fact, they are still deeply embedded in every aspect in the practice of the KKR, which is demonstrated by the political and economical discussion concerning this arrangement. 

4.4 Lessons from history

Following the history of direct subsidies to the art buyers in the Netherlands, it seems obvious that all three of the arrangements have a very similar development curve: rapid growth in the quantity of the art purchases involved, highly praised by the gallery owners, government officials and customers, and at first meeting their challenge on budget control issue. The ASK and the RSK were both considered a 'success', and both evoked strong resistance when the government decided to terminate them. In both cases, the gallery owners opposed fiercely and expressed their concerns about the damage that it might cause. The history repeated itself 3 years ago, when the Ministry of OC & W proposed to terminate the KKR due to the need for cut-backs in cultural budget
.  

Although the attempt failed due to the strong opposition of the representatives in the Lower House of parliament (de Tweede Kamer), it gave rise to a privately initiated arrangement 'Nationale Kunst Koop'. As mentioned in the previous section (see 4.2), during the last period of the RSK the Council for the Arts once advised the government to develop a private arrangement for the excluded galleries and place it side by side with the RSK. Since 2008, the Nationale Kunst Koop has been offering similar services to all of the professional galleries without getting involved in the artistic content of the artworks; on the other hand, the 'quality-guarantee' character of the KKR has become more and more visible.  It is however questionable whether this private arrangement can solve the issue of 'unfair competition' caused by selective distribution of the public money, or whether it can replace the KKR in the long term.

As the Mondriaan Foundation has claimed, the KKR is designed based on the good and bad experiences of the previous policy instruments. The budgetary issues in the ASK and the RSK forces the KKR to work with a fixed budget and sequentially raises the necessity of strict selection in artistic quality.  Furthermore, the 50 years of history in direct subsidy to art buyers may shape the Dutch art market into a certain direction, which can be the dependency of the consumer and galleries on government subsidies as Welters and Eykman have observed (Welters & Eykman, 1976: 28),  or the 'two worlds' constructed by the commercial and avant-garde galleries as Gubbels has pointed out. Considering that there is also a clear separation of 'expert-art' and 'the taste of the public', the avant-garde galleries, or the 'government-approved galleries' and their 'government-approved art' may become dependent on the government and may suffer if the assistance from the government would be withdrawn (Gubbels, 1995).

Chapter 5: The financial significance of the KunstKoopregeling
The success of the KunstKoopregeling (the KKR) is often presented quantitatively, as a table showing the growth in number of the purchases made by the KKR in 13 years since it was first implemented in 1997. It is believed by the executive organization the Mondriaan Foundation and some researchers
 that the KKR can 'serve as a key indicator of growth and stagnation of the art market in the Netherlands in general'. This table appears in every Annual Report of the Mondriaan Foundation, and forms the basis for the supposition that 'low investment generates high return' which is often used to argue the efficiency of the KKR.

In Annual Report 2009 of the Mondriaan Foundation, the table is recurred as in all the previous annual reports but with the new data from 2009:

Table 5.1: The development of the KunstKoopregeling 1997-2009

	Year
	Purchase price

Total in €
	Loan Amount

Total in €
	Interest

Total in €
	Number of the contracts handled by the Mondriaan Foundation
	Purchase price  Average in €
	Loan Amount Average in €

	1997
	3,241,835
	2,483,248
	260,558
	1,420
	2,283
	1,749

	1998
	5,954,489
	4,643,529
	463,814
	2,456
	2,424
	1,891

	1999
	6,915,593
	5,571,446
	479,526
	2,720
	2,542
	2,048

	2000
	8,877,725
	7,270,265
	709,594
	3,376
	2,630
	2,154

	2001
	10,491,767
	8,540,572
	830,227
	3,504
	2,994
	2,437

	2002
	10,699,069
	9,170,238
	847,550
	3,693
	2,897
	2,483

	2003
	10,458,673
	9,397,063
	747,447
	3,527
	2,965
	2,664

	2004
	10,650,093
	9,545,930
	764,534
	3,482
	3,059
	2,742

	2005
	10,812,131
	9,553,672
	693,290
	3,397
	3,183
	2,807

	2006
	10,244,093
	8,620,895
	716,681
	3,008
	3,406
	2,866

	2007
	11,077,805
	9,225,549
	854,346
	3,149
	3,518
	2,930

	2008
	10,848,329
	9,103,585
	887,661
	2,893
	3,750
	3,147

	2009
	8,670,544
	7,320,196
	693,345
	2,427
	3,573
	3,016


* This table is translated from Dutch to English on the basis of Table 'Ontwikkelingen KunstKoop 1997-2009' from the Annual Report 2009 of the Mondriaan Foundation.   
This table shows that the number of the KKR contracts has grown rapidly from 1997 to 2000, and stays stable until 2008 when the global economic crisis first struck. It is however noteworthy that the average loan amount is even higher in 2008 and 2009, as well as the average purchase price. This indicates that although the total number of purchase with the KKR has decreased after 2008, the selling of the artworks with higher prices is unaffected or even increased.

This table also shows the source of the remark '0.8 million euro generated 11 million art selling' that was repeatedly used by the supporters of the KKR in 2007 while the Ministry of OC&W proposed to terminate the KKR.  This calculation is made by comparison between the third (interest total) column and first (purchase price total) in 2007; the ratio between these two items is 1: 12.9. As a matter of fact, the ratio between the interest (investment) paid by the Mondriaan Foundation and the total art-selling price (return) stays always around 1: 12 even since the very beginning; and this ratio appears to be much more optimal than that of the RSK, which was 1:7 (Gubbels, 1992). It is however questionable if such a ratio can be used as the justification of the efficiency of the KKR, since the ratio stays the same even in the first years of its implementation.  
Using the ratio between the paid interest and the total turnover (selling-price) as an evidence of the successfulness of the KKR is most likely a false argument because it is largely predicted by the interest rate, since the amount of paid interest is calculated with a certain interest rate and is by nature a proportion of the total selling-price. It is even clearer when comparing the total paid interest and the total loan amount (after the down payment is deducted from the selling price): the paid interest is always 9-10% of the total loan amount.

Nevertheless, the total art-selling turnover by the KKR in 2008 (10,848,329) and 2009 (8,670,544) is much higher than that in the starting point 1997 (3,241,835). The number of purchases made by the KKR also increases significantly from 1,420 (1997) to around 3,000 annually (2000-2007).  The data in Table 3 indicate that more artworks are sold by the KKR now than in the beginning years, more money flows in the art market through the KKR and the average price of artworks purchased by the KKR also rises. 
According to the data from the Dutch Central Bureau of Statistics (Statistics Netherlands)
, in 1996 the total art-selling turnover of all art institutions in the Netherlands was 45 million euro and in 2001 it grew to 140 million euro. It is clear that the total art-selling turnover has increased, however the percentage of the KKR turnover in total art-selling turnover decreased from 13% in 1997 to 7.5% in 2001, which indicates that the growth of the total art-selling turnover exceeded the growth of the KKR turnover. Another data source
 shows that in 2004 the total art-selling turnover in 2004 was 133 million and in 2005 130 million euro; the percentage of the KKR turnover in total art-selling turnover in these years stayed around 6.5%-8%.

The statistic indeed shows that the total art selling turnover has increased after the implementation of the KKR, but it also shows no clear indication of existing correlation between the growth of the KKR turnover and the growth of total art selling turnover. It is therefore difficult to attribute the increased art-selling turnover solely to the KKR. Furthermore it is impossible to verify the presumption of 'the KKR stimulates the Dutch art market', whereas a comparative scenario without the KKR cannot be created in order to examine the effectiveness of the KKR. 
Furthermore, it is also questionable whether or not the increased turnover of the KKR signifies that this arrangement has reached its objective: provide (quality) art to a 'broader' public. Since the KKR does not set a restriction on the amount of loans that each individual can apply at the same time, a small group of people who grow the habit of using the KKR to purchase more expensive artworks can contribute to a similar result. 
5.1 The KKR as a marketing strategy 
In my empirical research, most of gallery owners oppose strongly to any indication that the KKR has an elitist public. They emphasize repeatedly that the clientele of the KKR is very 'diverse'. A gallery owner called the remark that only rich people are buying art and the KKR users are all well-off, a 'mistake':

'Many people say that the people who use the KunstKoopregeling can afford art anyway; that's a mistake. The clientele of the KunstKoopregeling is much broader. In my experience I have customers like housewives, managers and even painters
. Without the KunstKoopregeling they can't afford the paintings. The real rich people won't want to spend the time filling in the application form.'  (G02) 

No matter to whom an artwork is sold, the effectiveness of the KKR for all the galleries owners I have talked to, lies in the common perception that 'a deal otherwise cannot be made'.  The gallery owners believe that in most of the cases that the customers would not purchase the artwork if they could not use the KKR, due to either financial restrictions or other psychological factors. Financial restrictions can be simply the lack of financial resources ('Don't have enough money/savings in the bank now') or other complicated psychological feelings related to financial reasons such as 'I can't afford that' or 'It is too expensive'. Considering the customers still pay the full amount of the purchase price in the end, the (un)affordability of art possession and perception of expensiveness are obviously more psychological than real financial restrictions. 

Other psychological factors are especially evident by observation of the regular buyers and collectors. Since their motivation of purchasing artworks is often more specific, e.g. colleting a certain type of artworks or artworks from certain artists, the KKR gives them the opportunity to own the artwork they desire before it is no longer available without worrying whether or not they can manage it financially at the moment of purchase. Multiple purchases with the KKR at the same time or carrying several loans by the KKR with overlapping pay-off periods are a common characteristic of the behaviors of this group of customers. 'Just one more contract, it doesn't make much difference', 'own it right now before it's too late', 'why not? You can have it now' and 'it fits well with the painting you bought last time; they simply belong to each other' are often the arguments that gallery owners use to persuade this type of customers.

The KKR therefore is used by the gallery owners as a marketing strategy: it is a tool of persuasion, a deal-maker, a force to push through the financial and psychological threshold. It also provides the freedom of choice, say some gallery owners, because it frees the decision making from financial considerations.    

5.1.1 The lower the price,  the lower the threshold

As mentioned in the previous chapter, the KKR, similar to the other two direct subsidies to the art buyers, namely the ASK and the RSK, is a government instrument that operates by lowering the price of art to stimulate art purchases. The actual financial benefit for the users of the RSK and the KKR may not be as significant as the benefit of the ASK, which can be up to 50% of the purchase price. However because the average price of artworks sold in these arrangement is quite high - around 2000-3000 euro, according to most of the interviewed gallery owners - even after a high percentage of discount, it can be still 'unaffordable' to many customers. For someone with a normal income, having a few thousand to spare for purchasing art still seems difficult if not impossible. He or she would have to save money for a long period and purchase with a specific budget. Some might even believe that art possession is something far beyond their reach, something 'only for the rich people'. Those people might never find the incentive to walk into a gallery because it is so 'beyond their world'. 

Increase of the purchasing capacity 

The RSK and the KKR on the other hand, though providing less financial benefit in total, relieve the restriction of the high price '(right) now' at the moment of decision making. A 3000 euro painting thus becomes affordable to someone who only has 500 euro in the bank. It only costs 300 euro at the moment of purchase and probably is more sophisticated than a painting priced 500 euro sold elsewhere which cannot be purchased with the KKR. The KKR widens the search range of this consumer from 500 euro to 7450 euro
 and immediately increases his or her purchasing capacity more than ten times over. Without the KKR, this person would not be able to make such a purchase; it is simply 'unaffordable' for him.

This threshold-lowering effect is mentioned by all interviewed gallery owners and marked as the most important aspect of the KKR's effectiveness. They also believe that this effect is especially important for young buyers, and therefore it is crucial for the galleries that have a younger clientele:

'I would say it’s much more useful for the young galleries. It also has something to do with the type of paintings you are selling in the gallery and then of course the clientele of your gallery. Like most of my customers are older, richer, from the same generation as me. We don’t like loan and using credit as much as the younger generations and only buy things when we actually have the money. The KunstKoopregeling is not that attractive nor very useful for us. But for some younger customers, yes, there are actually some customers who come in specifically asking for the KunstKoopregeling. They probably would not buy anything from my galleries if there is no KunstKoopregeling.' (G03)

It is generally agreed that the clientele of the KKR is relatively 'younger', but it does not necessary mean that they are financially vulnerable.  A few interviewed gallery owners made a very similar remark about the regular KKR clientele in different periods: in the early 1990's they are mostly the new rich from the internet boom, or managers and engineers in higher positions; and in the turn of the new century, the second generation of the new rich started to purchase and collect artworks. On the other hand, there is an incidental clientele - the customers who only purchase for once - which is often characterized as young couples who just start a household.  Neither of these two groups of art buyers really lack financial resources, as a gallery owner pointed out:
'Art has always been a luxury. People don’t buy art when they don’t have the money to eat. The people who come in through this door normally are not short of money. The young buyers are also highly educated, have a good job and good income. In other words, people who can afford art. They use it [the KunstKoopregeling] as a way to afford more expensive "good" stuff.' (G03)

It appears that the real difference between the users and non-users of the KKR is their attitude towards loan and credit. The older generations do not appreciate the concept of the KKR as the younger generations do. This is the most important factor that contributes to the younger average age of the KKR users compared to the non-users. The majority of the users, as many gallery owners described, belong to the socio-economical and cultural elite.  They can afford art, however on a restricted budget. With the help of the KKR, their purchasing capacity increases significantly and allows them to purchase more expensive artworks that they otherwise might not be able to afford in this phase of their life. It is true that is 'a deal may not be made' if the customer does not have enough money in his hand; that specific artwork that he is interested in can therefore remain unsold, or will be sold to someone else. This customer may have to purchase cheaper artworks or not purchase at all.  

Lowering the high threshold of galleries
Many gallery owners also believe that the KKR helps to decrease the notorious high threshold of galleries
 - people find galleries too sophisticated, too intimidating or too 'far away' from their daily life - and make people more willing or dare to set foot in the galleries. In Velthuis’ Talking Prices, he depicts a vivid image of the typical contemporary art galleries in New York and Amsterdam:

'The minimal decoration, absence of furniture, and lighting of the gallery space create an atmosphere that reinforces the autonomy of the artwork on display, and keeps commerce at bay. […] Their function was not only to sell art but also to show it; their exhibitions are open to the public without a fee.' (Velthuis, 31-32)

The KKR participating galleries that I have visited also show similar characteristics as Velthuis’ description: the exhibition space of the gallery is usually very empty and bright; the walls are painted in grey or white color, whereupon hung 2-3 artworks on each wall and usually no price tag; the only furniture of the gallery is the desk where the gallery owner sits and quite often it is separated from the exhibition space. When someone walks in the door of the gallery, the gallery owner often greets him nothing more than a nod or a smile. Only when the customer shows a strong interest in a particular artwork, or when the customer requires attention, the gallery owner will stand up to make a conversation. If the customer browses the exhibition without making any contact, very often the gallery owner will not even show that he notices that the customer has left. It is surely, as Velthuis has also observed, very different from any other kind of shops and trades, where prices are only placed visibly, and selling and persuasion are considered a special skill that businessmen should possess.

This 'anti-commerce' image is well-perceived by the gallery owners. They are fully aware that their galleries are more 'exhibition places' or 'museum-like spaces' than 'art-shops' and have chosen to present themselves in such way intentionally.  Most of the gallery owners consider themselves more 'cultural workers' than 'businessmen', and the goods they are selling are different from any other kind of goods by nature and therefore require a very different approach in presentation and sales technique. A gallery owner described his selling skill as: 'Let the artworks speak for themselves. I don’t normally interfere and make a conversation too soon. People need to like the artworks first before they buy them.' (G07)

Another gallery owner mentioned that the customers might feel intimidated if he tried to talk to them when they browsed through the exhibition:
 'People normally are kind of afraid of galleries. I have been in this business so long I know that you just cannot force it to happen. If you start to talk to them, they would feel pressured, like they need to buy something. Then they might just walk away.' (G08)

In a research commissioned by Artes Foundation, National Gallery Association (NGA, Nederlandse Galerie Associatie) et al. in 2007, the high threshold of galleries (feeling uncomfortable) was still one of the major reasons why an art-lover does not visit the gallery and make the purchase, although compared to the first reason 'high prices', the influence of the high threshold of the galleries seems much lighter. 'High prices' is the most important reason which stops nearly 50% of all art-lovers, buyers and non-buyers, from visiting a gallery
.The other reasons on the top of list, however, are also associated with the elitist atmosphere of gallery: unclear price indication and an elitist public.  

It is therefore not difficult to understand why the KKR – an instrument designed to lower down the high-price threshold of the contemporary art – is widely believed by the gallery owners that it can decrease the high threshold of the galleries. 'The KunstKoopregeling can lower the apprehension that customers have, make them feel at ease. It is an extra; it makes things easier. Like a cup of tea that is offered to them,' said a gallery owner (G08). 

Another gallery owner marked: 'It makes people more willing to come to a gallery and walk around, because they think they can afford it if they see something nice.' (G12) However even though the 'high prices' threshold has been removed by the KKR and the RSK since 1984, the number of visitors of galleries has not increased significantly. This may be due to the low noticeability of the KKR since it has been only largely promoted in the art-lovers’ circles and mainly through the gallery system. Another reason is that although the higher threshold – prices- has been removed, other thresholds may be still high enough to withhold people from purchasing art in the galleries. The elitist image of galleries and the sophisticated presentation of art in these galleries, which are general reasons for the high threshold of the galleries, remain strong in the gallery world.

Although most gallery owners are aware that their presentation of art may seem less accessible for the general public, they insist that they are just selling something that they 'believe' in. 'You can’t sell something you don’t believe yourself.' This sentence is consistently repeated by all the interviewed gallery owners. Presenting the artworks in the way 'it should be' is a major concern for the gallery owners, much more than creating a comfortable shopping space for their customers. In the research mentioned above, the majority of respondents wish the galleries could organize more 'lower-threshold (more accessible) exhibitions'; however it is questionable if the 'lower-threshold exhibitions' can fit into the 'high quality' exhibition programs of the KKR participating galleries. 

5.1.2 Persuasion tool and freedom of choice

Besides the direct effectiveness of price-threshold lowering in pushing through a deal 'that otherwise will not be made', all the interviewed owners of the KKR participating galleries mentioned another function of the KKR related to the price factor, which serves as a 'persuasion tool'.  The definitions of these two functions of the KKR may seem similar or at least overlapping, as well as their effectiveness.  The difference of the KKR as a persuasion tool is that it does not necessary result in a purchase made with KKR, but rather only serves as a means that helps the customers to 'make up their mind'. It is especially evident in the regular buyers or the art buyers who have sufficient financial resources for purchasing art.

'I use it as a persuasion tool. Besides the sales I made with the KunstKoopregeling, there are also many deals that are made with help of it. It happens a lot that people feel they don’t have the money for it but they really like an artwork. I mention the KunstKoopregeling and do the calculation for them. First make them feel that they can afford that, make them think of the possibility they can own that artwork right now with so little money. Once they have made up their mind, it doesn’t matter if in the end they really use the KunstKoopregeling or not. They will just get it!' (G09)

A gallery owner emphasized the function of the KKR that encourages people to 'buy more': 
'In general, the KunstKoopregeling just make the moment of decision much easier. A lot of people who wouldn’t make the decision right away, but because of the KunstKoopregeling, they would just decide to buy it when they see an artwork they like.  It also makes people come back to buy new artworks sooner. With the KunstKoopregeling they can buy more.' (G05) 

For the customers who have no choice but to use the KKR – due to limited financial resources – the KKR is the precondition for their purchase of art.  Without the KKR they would not make the purchase simply because they cannot afford it 'now'.  However this group of customers plays a relatively insignificant role in galleries’ business, since they purchase normally only once and mostly for decorative reasons. Another group of the KKR customers, those who the gallery owners consider 'important customers', are regular art buyers and collectors. As a gallery owner remarked: 

 'There are quite a lot of collectors using the KKR. Because they know better what they want, when they see something interesting, they really want to have it. The KKR is especially interesting for the beginning collectors.' (G01)

Paperwork and privacy issue

The regular users not only are the important clientele of the KKR, but according to the gallery owners they also find the KKR more beneficial than the occasional buyers. The reason is that the KKR is by nature a loan, contracted between the buyers and the bank. Once a customer applies for the KKR and is granted the loan, the next purchase with the KKR normally becomes much easier since the bank has already verified his income information and credit condition. However, the whole procedure and the paperwork involved in the application for such a loan appear to be rather vexatious for many first time users:

'A lot of people are not so happy with giving away their personal information. To use the KunstKoopregeling, they need to fill in a big form with lots of their personal information. Very common is that people come in the gallery very enthusiastic about the KunstKoopregeling and want to use it in the first place. After they see that the procedure is so troublesome, or they feel the payment period is way too long and they have to take care of payment every month, they change their mind and don’t want to use it anymore.'  (G03)

The privacy issue was especially problematic in the beginning stage of the KKR. The financial partner of the KKR, the VSB bank required very detailed information of the customers, such as questions about mortgage, alimony and divorce. A news article recorded the problems caused by the over-strict control: 'Many art-lovers thought it went too far to provide those data. The VSB Bank even wanted to see the divorce papers. Those questions evoked the irritation of art buyers, who are usually a highly educated and articulate group.' (Jongenelen, 1997) Those problems, as the author has pointed out, are solved shortly after the official implementation of the KKR; but it may leave a strong impression to some customers that they need to give up too much personal information when applying for such a loan.    

The application form of the KKR now has been already simplified compared to the earlier years, but many customers still find it troublesome and are hesitant about giving away their personal information. The application is especially difficult for small business owners, according to the interviewed gallery owners. When customers who have a job and a stable income only need to provide a valid declaration of their monthly salary, small business owners have to attach their annual turnover and financial state of their business to the application form. This problem is especially highlighted by gallery owners during the interview; many consider that making the application easier for small business owners is one of the most important adjustments that have to be made when revising the policy instrument.

A gallery owner commented on the issue: 
'It is ridiculous that some guy who has a normal job can use it easily, but small business owners, like dentists, doctors, and lawyers, people who have their own practice, can’t get it or have to go through too much trouble to use it. Those people are not necessarily rich; they just choose to have their own company. Why should it be more difficult for them than for someone who chooses to work in a company?' (G02)
Freedom of choice and galleries as service providers

For many gallery owners, the point is not so much about providing the KKR to the people who 'otherwise cannot purchase art', but rather providing a 'service' or 'an alternative method of payment' to the general customers. This effectiveness of the KKR is especially associated with a feeling of 'freedom'. It allows the customers the luxury to decide freely in which way they would like to make the payment, what kind of artworks they would like to have if the strict financial limitation of their budget does not exist and consequently makes them feel at ease when they visit the gallery. On the other hand, the owners of participating galleries of the KKR also experience another sort of 'freedom' that they can offer such a service to their customers without any extra costs or unforeseen risks, which may be inevitable if they have to look for the alternatives by themselves. 

'I prefer to make my customers happy by giving them this kind of service,' said a gallery owner in the interview (G08). Another gallery owner emphasized the psychological effect of 'the freedom of choice':  
'It is very important to allow people to choose freely – not only on the financial side, but also in the artistic aspect. It is just nice to have choice. The KunstKoopregeling gives them the possibility to choose the method of payment that suits them best, and makes them more willing to take risk and buy things that really interest them.'  (G04)

According to this gallery owner, the KKR makes the customers more willing to purchase 'something they really like, something says more about who they are', not just 'something safe' (G04). Since art is a kind of goods that is often very costly and lacks a universal index of its true value, an arrangement like the KKR does give people a sense of ease when making a purchase. By allowing the customers to make the purchase with little down payment and small monthly installments, it frees them from the strict financial restriction and enables them to choose from a wider range of artworks that their current financial state would not allow. 

As to the gallery, the more a gallery considers itself a 'service provider', the more it values the function of the KKR as one of the services that it can provide. Those gallery owners enjoy that they are able to give such a freedom of choice to their customers, and feel genuinely 'painful' when they are not able to do so anymore: 'I don’t know how to explain to my customers, why it used to be possible to use the KunstKoopregeling but not now anymore. It’s really difficult,' said a gallery owner whose gallery was excluded from the KKR after more than 6 years participation. (G11)  

5.2 Financial significance for the galleries

In my empirical research, gallery owners have given a very wide range of answers concerning the financial significance of the KKR to their business: from 3% to 70% of their annual turnover, and for some it is so insignificant that it can even be counted by the number of purchases made by using the KKR (e.g. 25 last year). Its effectiveness in stimulating possible sale is therefore very varied in different galleries. As mentioned in the previous section, it is correlated to the type of artworks sold in the galleries and the clientele of the galleries. Galleries that have a younger clientele, or sell more artworks of not-so-well-known artists or artworks that do not use expensive materials, such as drawings, photographs and prints, use the KKR much more than other galleries. 

The median of the KKR turnover falls between 20% and 30%.  More than half of the interviewed KKR participating galleries mentioned this number but added that the KKR is effective as a 'persuasion tool': pushing through a deal that in the end does not use the KKR. This part of the turnover, according to these gallery owners, is about 10-20% on top of the official KKR turnover. It is however generally agreed that the KKR is 'very helpful' for their business; even the galleries that hardly use it consider this financial benefit something 'they would rather not miss'.

5.2.1 Financial significance and promotion of the KKR

Although there are a few galleries that use the KKR much more than others, it does not necessarily mean that the customers of those galleries need the KKR more than those of other galleries nor that those galleries cannot survive without the KKR. On one hand, it is possible that the customers of those galleries hold a more open attitude toward loan and credit; on the other hand, those galleries also make much more effort in promoting the KKR to their customers. The galleries that use the KKR the most - and therefore their owners believe there is a strong dependency on the KKR in their business - are also those that promote it most extensively. 

The effort in promoting the KKR can also be seen in the way the galleries present the KKR. For most of the participating galleries I have visited, the presentation of the KKR is rather limited. In the front of the KKR participating galleries, there is often a sticker of the KKR next to a sticker of the NGA (the Dutch Gallery Association) side by side with different stickers of the applicable credit cards. A price list and a few folders of the KKR lie on the desk of the gallery owner. On the other hand, in those galleries that use the KKR more intensively there are usually tags of 'The KunstKoopregeling applies' next to the artworks and on the price list a calculation of the KKR monthly installments in different pay-off periods is listed right behind the prices. 

The KKR in art fairs
The reason why the KKR is so moderately presented in most of the galleries has a lot to do with the idea that the gallery owners consider a gallery as an 'exhibition spaces' and believe that any sort of price tags, discount signs and indications about prices will interrupt the viewing experience of the visitors. Even in the 'marketplace' – the art fairs – the presentation of the KKR is more visible on a very small scale. In the prestigious art fair Art Amsterdam 2010, among the 66 current KKR participating galleries that took part in this art fair, only 12 of them placed a visible indication of the KKR – this includes galleries that merely display a small sticker of the KKR that the Mondriaan Foundation distributed on site, and those who had a price list with indication of the KKR. Only 5 galleries presented the calculation of KKR monthly installments next to the artworks they showed in Art Amsterdam, others just stuck a tag next to the artwork: 'The KunstKoopregeling applies'. 

As a matter of fact, most galleries in Art Amsterdam did not even put price tags next to the artworks; the prices are either listed on an extra paper or only on request. The art fair as a marketplace for art certainly has a very different logic than any other kind of marketplace. It does not mean that selling is not important in art fairs; neither is the KKR playing a less important role in these occasions. On average, the KKR galleries have a 10% increase in KKR sales in the art fairs. The gallery owner who only sold 25 artworks with the KKR last year sold three artworks with the KKR on the first day of Art Amsterdam.

'Commercial' is a dirty word

However beneficial the KKR may be for its participating galleries, it seems to have a very limited effect on their financial states. The galleries are still 'struggling' after years of participation in the RSK and the KKR. The KKR galleries, often characterized as selling- and promoting centers of 'avant-garde', 'innovative' and 'experimental' art, still appear to be relatively financially vulnerable compared to other types of galleries. Nevertheless, the impression that 'all' KKR galleries fall into this category may be mistaken. In recent years the KKR participating galleries have shown a higher diversity in styles, disciplines and trends. Design works, graphic prints and jewelry are included in the offerings of the KKR and more galleries with a wider range of artworks are allowed to participate in the KKR. This is partly due to the emphasis on geographic significance and partly due to the modification of policy objectives
.   

According to Dutch researcher Janssen, a significant increase in turnover for the KKR participating galleries has appeared from 1995 to 2001; the statistics shows that turnover grew between 15 and 20 percent per year on average. However, Janssen also points out that the difference in turnover between the artistic-innovative galleries and galleries which have a wider range of artworks is very big; as a matter of fact, the latter are making most of the money (Janssen, 2001: 15). 

The less promising prospect in making profit does not stop people from getting into to the business of avant-garde art; on the contrary it is perceived and accepted as 'part of the deal'. The owners of avant-garde galleries often portrait themselves as diligent cultural workers and devoted promoters of innovative art, who endure countless days and nights’ overworking just to keep balance
, who spend most of their leisure time discovering new artists and making contact with the international network, while they would be much better-off if they chose a different profession or simply sold a different kind of art.  A gallery owner said during the interview: 'I don’t do it for the money. If what I want is money, I wouldn’t be in this business. The turnover we have is really nothing compared to those galleries that sell modern art.'  (G01)

Although money may not be the major incentive for them to start a gallery, like all other businesses, money is still very important. A gallery should be able to sustain itself, whatever its ideal and ambition is. It is however questionable if the avant-garde KKR galleries are really suffering from financial drawbacks because of their choice of business direction. Most of the KKR participating galleries I have visited are very well-established; the art business might not make their owners millionaire, but does not make them poor either. Some interviewees blamed the image of 'poor avant-garde gallery owners' on the anti-commerce ideology in the Dutch art world, and believed that there was a necessity to conceal their true financial state (especially when they were successful):

'We don’t talk about profit and financial success. If someone is making a lot of money, he wouldn’t tell that to anyone. If you are successful, the government will think you don’t need any help anymore and then you don’t get any subsidy. It’s like you are punished for being successful.' (G02)

'Galleries need to sell artworks to survive and the museums need to attract people to buy the tickets and see the exhibitions. The art business is commercialized. I need to sell commercial art in order to have enough resources to show non-commercial art. But if you are very successful at what you are doing, you will get the stamp of commercial. It’s like commercial is a dirty word. But like I said, every gallery is commercial.' (G06)
The tricky thing about the financial significance of the KKR to the galleries is that, even though it is believed to be self-evident, no galleries seem to gain great financial success because of it; and even when some do manage to become very successful, they would never admit it. 
5.2.2 The influence on art purchasing habits
The direct subsidies to art buyers in the Netherlands have existed more than 50 years. From the ASK (Aankoop Subsidieregeling Kunstwerken) and the RSK (Rentesubsidieregeling Kunstaankopen) to the KKR, each time when an instrument faced termination, galleries, artists and the whole art world claimed that the termination would result in a disastrous deterioration of the art market; however the galleries, the Dutch artists and the art market still managed to survive each termination of the scheme. It does not mean the impact of termination of the schemes is not real nor is it any less dreadful; but it does show that Dutch galleries and artists believe that the government should and must interfere in  the market and that without the government intervention they would suffer tremendously.     

Dependency on government subsidies

This dependency on the government subsidies is not only on the supply side; many gallery owners believe that on the demand side the customers also develop such a dependency on government subsidies. In the Welters and Eykman’s research on the ASK (1976) the possibility of forming dependency on government subsidies has already been documented by the researchers (see section 4.1). The customers’ dependency on public assistance in art purchases is used by many advocates of the KKR as one of the major reasons why the government should not terminate the KKR. 

The argument sounds almost like: exactly because the direct subsidies to art buyers are 'addictive', the government should keep on providing such subsidies to the art buyers. Considering the long history of direct subsidies, it is indeed questionable how the art-buyers will react if such an arrangement no longer exists:

'The purchase habit of the customer has changed. Before people don’t buy art if they cannot pay for it. But the time is different now. The KunstKoopregeling has changed the idea of buying art. If people want to buy something, it is much easier for them to get it. They have gotten used to this idea. Especially during the economic crisis, without the KunstKoopregeling a lot of small or young galleries wouldn’t survive.' (G01)

Many interviewed gallery owners also worried about the negative effect on the purchasing capacity of younger and less well-off people – who are often considered 'the target group' of the KKR and should depend on the KKR the most – if the KKR is terminated.  However, a gallery owner, whose gallery is not longer participating in the KKR, marked that the customers who actually made a habit of using the KKR were a distinct group which was very different from the generally perceived 'target group' of the KKR: 

'Interestingly enough the people that use the KunstKoopregeling the most are also those who really can afford it. People say the KunstKoopregeling can attract young buyers; but my experience is quite different. Lots of young people who were first interested in the KunstKoopregeling, but after knowing what it actually was they mostly decided not to use it. They thought that's taxpayer's money,  and they would rather prefer not to use it if they had money to buy it.' (G12)

It seems that whether or not an art-buyer chooses to use the KKR is actually a matter of 'choice'. It is not about 'who really needs it the most' or 'who otherwise cannot purchase art'; it is about the fact that some people are more willing to apply for a loan or use credits than other people, and some weigh the benefits (financial gains and psychological satisfaction) against the disadvantages (paperwork, personal moral sense…etc.) and decide that the benefits triumph over the disadvantages. In this sense, the KKR is all about providing 'freedom of choice' with which the customers, rich or poor, can decide freely whether they want to use it or not. 

The KKR as a 'savings program'
According to some interviewed gallery owners, there is another incentive to use the KKR: applying it as a 'saving' or 'investment'. Just like savings programs, insurances and pension funds, the customers pay monthly installment in order to accumulate a significant return over a longer period of time. The difference between the KKR as a 'savings program' and the normal savings programs provided by banks and investment companies, is that the financial benefits from purchasing art may not as reliable as saving money in banks, and is more associated with psycho rewards than monetary rewards.

Those customers enjoy the feeling that their expense in art is controllable and organizable. Most of them sign up for multiple KKR contracts with overlapping periods and therefore are able to purchase art on a regular basis. A gallery owner described the purchasing behaviors of those customers as follows:

'They like to keep up at least two arrangements with longer pay-off periods. For them it is like a roughly fixed amount of art budget. When one of the contracts is almost finished, they would come in and say to me that they need a new arrangement.' (G09)

This function of the KKR is very similar to another Dutch system that is designed to 'bring art to people': the Art Lending Center (Kunstuitleen). People can borrow artworks from those centers and the rent they pay monthly can be used as a saving to purchase the artwork that they borrow. The major criticisms toward the Art Lending Centers are the limited choice of quality art; the customers often find the artworks offered in the Art Lending Centers too limited and normally with lower quality than those offered in the art galleries; the presentation of art is not professional enough according to many users of the Art Lending Centers
.  

It appears that there is a potential market for this usage of the KKR. However this aspect is not yet precisely caught by the instrument regulations. How to identify this group of users and provide an even more attractive offer for them with the KKR or with another specially designed instrument may be an interesting topic for the policy makers. 

5.3 Unfair competition
There are around 1200 galleries in the Netherlands - the actual number depends on the definition
. According to the Mondriaan Foundation, the number of so-called 'professional galleries' – galleries that are open to the public and where the owners work full-time in the galleries – is much less, around 400. Among them less than 150 galleries are allowed to use the KKR. Assuming that the KKR does bring in financial benefits to the galleries, it is quite clear that to a degree it is 'unfair' for the galleries that are excluded from the KKR. The justifications for such a small amount of selected galleries, for the executive organization the Mondriaan Foundation, are the limited budget and necessity of providing 'high quality art'. 

It is therefore difficult to argue that the scheme is  'unfair' since all the government subsidies work in the same way: the government – or organizations that are appointed to supervise specific funding – as the distributor of public resources decides to whom the funding should be given. This unfairness only becomes significant when the fairness of the selection is doubtful and is questionable, and that is exactly the most constant and problematic issue of the KKR and its forerunner the RSK. The selection issue is strongly connected to the quality criteria in the KKR selection procedure. This aspect will be addressed in the next chapter; here it is only important to mention that there is abundant criticism toward its fairness and therefore the KKR is subjected to the accusation of causing 'unfair competition'.

5.3.1 The Nationale Kunst Koop vs. The KunstKoopregeling
Table 5.2: Comparison between the NKK and the KKR

	
	Nationale Kunst Koop (2008-now) 
	KunstKoopregeling (1997- now)

	Supervision organization
	Nationale Kunst Koop
	Mondriaan Foundation

	Selection mechanism of participating galleries
	-
	Independent committee assigned by the Mondriaan Foundation

	Collaborating bank
	Ribank
	Fortis Bank

	Application possibility
	Anytime
	Every 2 years (the admission lasts for 2 years)

	Users
	Individuals aged 18-73
	Individual inhabitants of the Netherlands (for the past 18 months), aged 18-75. 

	 Basic rules  
	Artworks
	1.No restrictions on types of artwork and artists

2. Purchase made in the participating galleries
	1.Artworks of living artists, made after 1945 (international artists)

2. Including design objects, photography, jewelry and prints of which there are no more than 60 editions

3.Purchase made in the selected galleries

	
	Price and loan restrictions
	1. Min. loan €1000, no maximum price ceiling

2. Min. monthly installment €50

3. Maximum down payment to 30% of purchase price
	1. Min. price €450 (for CJP card-holder €150), max. loan €7000. 

2.Min. monthly payment €22.50 
3. Down payment 10%, up to € 450; artworks that cost more than €7450 with higher down payment.

	
	Due time
	Max. 3 years - 36 /24 /12  months
The interest that gallery has to pay: 13% (pay-off in 36 months), 8% (24 months), 5% (12 months)
	Max. 3 years - 36 /24/12 months

	Regulations for galleries
	No specific restrictions, but the galleries need to  present a certain level of stability
	1.Registered at the Netherlands Chamber of Commerce (de Kvk) for at least 1 years 
2. Open 3 days a week for the pubic in total no less than 15 hours

3.  At least 6 different exhibition programs per year

4. Submit annual report and future exhibition plan

5. Min. annual turnover € 30, 000

	Note
	Six months free subscription of art magazine Collect after purchase with the NKK
	 


The unfair competition is especially evident when comparing the galleries that participate in the KKR and those in the NKK (Nationale Kunst Koop). The NKK is a private initiative by a gallery owner and a banker, Paul Sevenhuysen and René Bos, in 2008. Before the Dutch Minister of Ministry of Education, Culture and Science Ronald Plasterk proposed to terminate the KKR in the end of 2007, the NKK was already in the preparation stage. The implementation of the NKK happened only a few weeks after the disturbances about termination of the KKR finally settled; the initiators of the NKK believed that it was a good timing for an 'alternative possibility' besides the KKR
. The regulations and design of the KKR and NKK are extreme similar and almost identical; the major difference is, of course, that the participating galleries have to pay the interest themselves.  

The regulations of the NKK and the KKR are compared in the table above. It is clear that the regulations of the NKK are much simpler than those of the KKR, especially concerning the selection of the participating galleries. Furthermore the minimum loan amount of the NKK is also much higher than that of the KKR, which signifies that the objectives of the KKR, such as 'provide high quality art to a broader public', 'encourage the young buyers and collectors (CJP card-holders)' and 'geographical spread' are not as important in the NKK. The NKK is a pure 'service', a marketing tool and a payment method without any attachment of ideology. 

The operation of the NKK is also much cheaper and more efficient. Galleries often only contact the NKK by telephone and e-mails; the general impression is that the NKK is a very small organization with only a few employees. Almost all of the galleries owners I have interviewed mentioned that they received many promotion letters and e-mails from the NKK since its official launch. Participation in the NKK is quite simple: fill in and send out the application form annexed to the NKK advertisement letter, and soon thereafter they can find the name of their gallery listed as participating galleries on the NKK website. With no strings attached and no complicated application procedure required, the galleries can decide themselves when they want to use the NKK and whether or not they are really going to use it. 

The NKK galleries and the KKR galleries

Since the KKR has a maximum loan ceiling and the NKK does not, it seems perfectly understandable if the KKR galleries would like to participate in the NKK too. For the artworks that exceed the 7000 euro ceiling, using the NKK is more profitable for the customers and therefore should be welcomed by the galleries as well. However the overlap between the lists of NKK galleries and KKR galleries is really minimal: only four galleries appear in both lists; and they either denied the participation in the NKK or claimed that they had never used the NKK. 

The owner of one of these four galleries said: 'I think they just want to show that there are many galleries working with them. I can perfectly understand that. But I am not using it since I have KunstKoopregeling now' (G06). Other KKR galleries asserted the importance of staying loyal to the KKR and stated that they had no incentive to participate in the NKK even when they could not use the KKR anymore. Only three galleries said that they would consider using the NKK but with reservation: in that case they would stop giving discounts.

'Bad name' and 'pay it yourself'
The two major reasons why the KKR galleries resist to participate in the NKK, are 'the NKK has a bad name' and 'they have to pay the interest themselves'. However these two reasons point out exactly why it is unfair for those galleries that are not selected by the KKR and have to participate in the NKK instead. It is noteworthy that none of the NKK interviewees considered using the NKK instead of the KKR a conscious choice; they would prefer to be part of the KKR galleries. For the galleries that were once the participants of the KKR, their perception of the KKR was especially complicated. Although they normally gave a strong criticism toward the KKR’s selection criteria and condemned the 'unfairness' of the KKR much more than their fellow colleagues, all of them mentioned that they would very much like to use the KKR again in the future.

Furthermore the owners of KKR galleries believed that the NKK was associated with commercial art and were irritated by the way that the NKK approached them: mail advertisements, e-mails and phone calls; in other words, the general commercial selling and marketing strategies for normal goods. A 'commercial' stamp is obviously a fearsome object for them. An owner of a KKR gallery told me: 'Many galleries are afraid that once they use the Nationale Kunst Koop, people would think they are commercial and then they would get kicked out of the KunstKoopregeling.' (G02)
Apart from the 'bad name', many KKR galleries reject the NKK because they are not willing to pay for the interest themselves. The interest that NKK galleries have to pay depends on the length of the pay-off period: 13% for 36 months, 8% for 24 months and 5% for 12 months. For a painting priced 3000 euro paid-off in 36 terms, the gallery would have to pay 273 euro for the interest
, which is around 9% of purchase price. It is however very common for all galleries to give a small discount; many KKR galleries actually mentioned a similar amount as their bargain range: 8-10%. The NKK galleries, on the other hand, use the NKK to replace the discount:

'When a customer asks for the Nationale Kunst Koop, I will tell him that he can either get a discount or he can pay it in 12 or 24 terms. Normally I don’t encourage my customers to pay it in 36 terms, but in 24 terms; otherwise I would have to pay more. Most of the artworks sold with the Nationale Kunst Koop in my galleries are paid off in 24 terms.' (G13) 

In this way, this gallery owner only has to pay 168 euro for the interest, which is around 5% of 3000 euro. The NKK is then more profitable than giving a 10% discount and still can fulfil the need of the customers who cannot or will not pay at once.

Play with private money

One of the initiators of the NKK, Paul Sevenhuysen, initially denied my interview request. The reason he gave me was: the NKK is a private organization; they have no obligation to share their company information with anyone. However one month later when I met him at the site of the Art & Antiques Fair 's-Hertogenbosch 2010 – in which he participated as a gallery owner – he gladly had a short conversation with me and answered to the two remarks mentioned above as following:

'Many galleries in the KunstKoopregeling are actually our clients. Like … [mentions a few names] they all do business with us. They just don’t want to admit it. I think the way the KKR works is quite ridiculous. Why should the government give money to the galleries and art buyers? Look at the sculpture there [points to a marble sculpture in his stand] the artist who made it lives in a big house; he is not poor. Look at me, I am not poor and the people who buy it are not poor either. Why should the government subsidize us? At least with Nationale Kunst Koop we are not playing with the government money!' 
5.3.2 Alternative financial arrangements
Before the KKR, and even before the RSK, galleries already started to provide similar services privately which allowed the customers to pay in terms. It could be two or up to twelve terms, depending on the gallery owners. However, it was often conducted in a very unsystematic and 'under the table' manner. The gallery owner had to take all the risks and would suffer greatly if the customer did not pay in time or tried to avoid the payment. It was therefore mostly only provided to the customers known as trustworthy by the gallery owners. This kind of private arrangements would also affect the artists. Because the money did not come in at once, the gallery could not pay the artist right after the artwork was sold. Some galleries would get the artist involved in deciding whether or not they should allow a customer to pay in terms. However due to the unofficial nature of those private arrangements, it is difficult to verify and control the payment state and in some cases it has become an excuse for some galleries to take advantage of artists.

Problems of private arrangements

One of the original objectives of the RSK and the KKR is to make sure that the artists get their payment as soon as the purchase has been made.  However the result in this aspect is rather limited. Galleries still pay the artists in their own way. Some would pay the artist immediately after the sale, while others will pay artists 'when they have money' and that is a vague expression which has nothing to do with whether payment for a specific sale has been received or not. 

Although those private arrangements were and still are very common in the gallery world, most of gallery owners find that too complicated and risky, and believe that would lead to administration and book-keeping disaster.  However when asked if they would join the NKK instead, supposing that the KKR no longer exist, the majority of interviewed KKR gallery owners claimed that they would prefer to 'manage it themselves':

'I have done that myself long before the KunstKoopregeling ever existed. And I am still doing that. Because the KunstKoopregeling is more for people who have a fixed income, I sometimes let people pay in ten times, if they can’t or don’t want to use the KunstKoopregeling. If I use the Nationale Kunst Koop that would cost me more' (G10)

Nationale 'Kunst Koop' and 'KunstKoop'-regeling

Since the implementation of the NKK, it has become the most obvious alternative choice besides the KKR. The NKK is designed to co-exist with the KKR: an alternative private arrangement in parallel with the government arrangement and providing a similar service to the galleries that are not selected by the KKR.  The NKK’s lack of incentive of identifying itself – the extremely similar name and regulations – signifies that they would like the consumers to use it without even noticing any difference. This aspect also can be observed by the way that the NKK gallery owners mention the NKK to their customers: the rather confusing terminology of 'kunstkoop' or even 'kunstkoop-regeling' is used without any indication that the NKK is different from the KKR.

In Art Amsterdam 2010, a NKK gallery first placed the sign of 'Nationale Kunst Koop' next to the name of gallery and tags of 'KunstKoop applies' next to the artworks. However only a few hours after the opening, the sign 'Nationale Kunst Koop' was removed but the tags remained. The gallery owner then presented 'kunstkoop' to the customers as if it was the KKR. When I brought this up to the people from the Mondriaan Foundation, who held a stand in Art Amsterdam to promote the KKR, they said: 'Yes, we have noticed that. But it’s fine. As long as people buy art, we don’t have problem with it!'
This is however not entirely true. The Mondriaan Foundation raised a lawsuit against the NKK in 2008, but without success. According to the judge, the terminology of 'KunstKoop' is too broad to be a brand name and thus the Mondriaan Foundation cannot exclude other people to use this name. The question that remains is why the NKK and the associated galleries find it so important to be somehow confused with the KKR, since the financial benefit for the customers is almost identical? 

For the young galleries that have never participated in or applied for the KKR, using the NKK is more a rational business decision and they also show less sensitivity in the difference between the KKR and NKK other than financial perspectives (that they have to pay the interest themselves). Nevertheless, for the galleries that were once selected by the KKR or ever applied for the KKR but rejected, the motivation of participating in the NKK is quite different. A gallery owner believed it is important to let the customers feel that 'they still have it', in terms of service and quality level, by giving a similar arrangement. The KKR therefore means something 'more' to them: a quality stamp, prestige and in contrast with the NKK, 'a good name'. 

5.4 Arguments concerning the financial significance of the KKR: a concluding remark

How beneficial is the KKR for the galleries?  And what is the actual financial significance of the KKR for the art market? Does the KKR actually stimulate the art market in the Netherlands? It appears that both in statistical and my empirical research the answer is rather unclear. Indeed the total art-selling turnover in the Netherlands has increased since the KKR’s implementation, as did the turnover of the KKR. However it is difficult to clarify the role that KKR has played in the increasing of art-selling turnover, since the KKR turnover hardly exceeds 10% of the annual total art-selling turnover and does not present a clear correlation with the growth of total art-selling turnover. The trend of buying art as investment and, before the crisis, the so-called 'contemporary art bubble' can be a better explanations for a livelier art market. The increased turnover of the KKR may itself be the result of increasing demand for art. 

The puzzle of the KKR’s financial significance

When asked about the financial significance of the KKR, the gallery owners generally answer 'the KKR helps', although for most KKR galleries the KKR turnover only stands for 20-30% of their annual turnover. Among the KKR galleries, there are those that rarely use it while others use it extensively. The question then is: why is the KKR still offered to those galleries that hardly use it? The granting of the KKR obviously is not based on 'which gallery needs it the most', since there are enough worse-shaped galleries in the Netherlands that would really need some financial help. In a research on the galleries in the Netherlands
, the researcher concludes that the galleries that are member of the NGA, to whom most of the KKR galleries belong, have 2.7 times higher turnover than those that are not the member of the NGA.  The KKR galleries are therefore not the galleries that are most vulnerable financially. 

As to the effectiveness in stimulating art purchase, especially considering 'the deals that otherwise would not be made' and 'for people who otherwise would not make purchase', 'the KKR helps', said the gallery owners again affirmatively. But they are also very aware of the elitist KKR clientele and admit that most of their customers use it to 'buy more' and 'buy good (i.e. more expensive) stuff'- not that they cannot afford art.  Let alone all those psychological and financial effects that the KKR might have on the consumers, it should not be forgotten that that KKR is only provided to those who have a good or at least stable income, who can afford it – at the very least in the eyes of the bankers. 

For the executive officers of the Mondriaan Foundation, the puzzle of the true financial significance of the KKR is simply not an issue. The objectives of the KKR, unlike the RSK and the ASK, are rather simple: stimulating purchase of high quality art and providing high quality art to an as-broad-as-possible public (M01 & M02). According to the executive officers the increasing number of art purchases with the KKR is enough to justify its effectiveness, wherefore other factors are not matters of consideration. There is no more 'target group' that was identified as a socio-economically more vulnerable group in the RSK and the ASK. 'Supporting the galleries' that was once the major objective of the RSK, is no longer the topic; galleries are merely 'point of sales of the KKR'.  One gallery owner remarked on the attitude of the Mondriaan Foundation toward the galleries: 'They want to use the galleries, but they are not interested in the galleries.' (G02)

Justifications for the termination of the KKR

It is therefore rather easy to understand why the proposal of termination of the KKR by the Dutch Minister of Ministry of Education, Culture and Science Ronald Plasterk, would fail to succeed.  The arguments that he has used totally missed-fired. Plasterk has remarked on this issue in different occasions; except for the need for budget cutting, in his speeches and documents three major arguments can be found: 

1. The KKR has successfully helped many galleries to establish themselves. There is therefore no need for government assistance
.

2. Some galleries have already started an alternative arrangement
.

3. The KKR is unfair: normal tax payers pay for those who are well off.

The first argument is actually the 'protecting infant industries' argument, which is very often used to justify protective policies (Hoskins, C., S. McFadyen & A. Finn, 2004: 321). Protective policy for infant industries is normally a temporary instrument. Once the infant industries can sustain themselves without government assistance, the special regulations should be lifted or modified. However for the KKR advocates the support to the galleries is never about 'temporary assistance'; the financial difficulty of the avant-garde galleries is believed to be long-lasting and structural: they need constant help. The dependency on government assistance becomes the most important reason not to terminate the KKR: the withdrawal of government assistance will lead to a disastrous result. Notwithstanding that public assistance to galleries is considered necessary, it is never meant to 'all' galleries or 'the galleries in need' but the galleries that may suffer financial drawback due to their choice in selling and promoting experimental and innovative art.

The second argument – although it is not clear whether he meant the NKK, which was not yet launched at that time, or private arrangements – also fails to see the core of issue: the KKR cannot be replaced by the private initiative. Most gallery owners are not willing to pay it themselves and only want to provide such a service when it is paid by government money. As to the private arrangements, as mentioned it is only offered to the frequent customers; the incidental customers mostly cannot benefit from it.  It is also questionable whether - in case the KKR is terminated - the participants of the NKK would still have the incentive to use this arrangement, since their competitive disadvantage compared to the KKR galleries has disappeared. Moreover, being selected as participating galleries of the KKR means something more than the financial benefit. The NKK has a 'bad name', because the galleries in the NKK are not 'selected' and 'not approved by the government'. It is therefore important for the gallery owners that the KKR stays as a sort of government subsidy.

The third argument by itself is not a strong argument, since the Ministry has no problem with subsidies to opera, classical music and ballet, whose clientele is also typically socio-economical elite. The advocates of the KKR can also dispute this argument with the merit goods and collective benefits arguments, as mentioned in the literature review of this thesis. Although the artworks sold by the KKR become private goods owned by those 'well-off' people in the minister’s eyes, it has created externalities that are beneficial for the public in the process:  a vital art market is crucial for the artists and their creativity. Considering that art can provide non-private benefits such as national identity and prestige, economic spill-over and social improvement effect, the prestige for the present and future generations, it is then subject to government support, in order to stimulate the art purchase and consequently the art market. 

On the other hand, exactly because the 'Average Joe' may not find art interesting enough to spend money on it, it could be important to make art available and affordable for them. The advocates of the KKR claim that no matter how few the 'non-elite' and 'normal' KKR clientele are compared to the socio-economic elite customers, the situation would only be worse if there was no KKR. 'There would be only two kinds of artworks: very expensive and very cheap,' said a gallery owner during the interview (G04). His remarks although echoes to the common perception that the artworks sold by the KKR belong to the middle price segment, it is rather doubtful that this segment will be totally disappeared if the KKR is terminated. The middle price segment of art has its attraction; it signifies 'reasonable quality with reasonable prices', which will stay attractive even when there is no the KKR. The only difference might be 'who' is purchasing those artworks. Without the KKR, middle-income group of art lovers might not be able to afford those artworks as easy as with the KKR. 
Beyond the financial considerations

It is clear that the arguments of prolonging or terminating the KKR consist of factors beyond financial aspects, to what extend it is financially beneficial for the KKR galleries and consumers only answers half of the question. The merit goods presumption of 'art is a good thing that must be provided to the people' and the complicated issues of galleries’ self-identity concerning the 'quality stamp' of the KKR obviously outshine the financial considerations, which is the main theme of the next chapter. 
Chapter 6: Quality, status and club: the symbolic meanings of being 'selected' 

The participating galleries of the KunstKoopregeling (the KKR) are 'selected'. For most of the KKR galleries 'being selected' means a great deal; while 'not-being-selected' on the contrary is a bitter fruit that is difficult to swallow for the rejected galleries. The emphasis on 'quality' in the selection procedure surely contributes to this phenomenon. As mentioned in Chapter 4 of this thesis, providing 'quality art' has always been one of the major concerns of the Dutch direct subsidies to the art buyers; however it was not until the last period of the RSK (Rentesubsidieregeling) the selection procedure had become highly dependent on quality criteria. The necessity of setting high standards in quality, according to the executive organizations of both the RSK and the KKR, is due to the limited budget: the budget is only enough for a certain number of galleries, and therefore it has to be very selective.

Using quality as the most important selecting criterion is of course a choice.  A possible alternative is giving the subsidy to galleries that use it or 'need' it the most, such as galleries that are financially vulnerable or startup galleries. The motivation behind the choice of quality criteria is that the government wants to encourage people not merely to buy art, but buy 'quality art'. Nevertheless, as argued in the Chapter 2, the artistic quality is especially difficult to evaluate and therefore difficult to guarantee. The Mondriaan Foundation however believes that the artistic quality of the artworks can be guaranteed by selecting the galleries with 'sufficient quality'. The professionalism, exhibition programs and artists who they represent will be put into consideration during the selection procedure.

In practice the quality criteria have caused various conflicts between the granting body and the galleries and even leads to the abandonment of the RSK. The A-B-C hierarchy of galleries in the RSK marked that the government had its own logic of what kind of gallery/art should be granted public assistance. The galleries in the A category – characterized as having international ambition and risky programming, selling and promoting innovative and avant-garde art – had the first priority to participate in the RSK. Those galleries are still the majority of the repeat participants of the KKR, which constructs the common impression of 'the KKR galleries equal to avant-garde galleries'.

This chapter answers those questions that emerged from the discussion of quality issues of the KKR and investigates the influence of the KKR on the behaviors of the galleries and their attitude toward the government and the art market. One of the important goals of this chapter is to raise the question about the suitableness and propriety of the parental role that the government is playing in the art market, and seek for the answer between the 'feelings' and 'meanings'.  In his book The Art of Public Analysis political scientist Peter William House concludes that apart from all those analytical methods he has been talking about throughout the whole book, 'common sense' is actually the most important tool (House, 1982). The 'feelings' that the gallery owners have toward the KKR and the 'meanings' that they have found in the KKR, tell a rich story of this government instrument, probably much more than any statistic can show.  

6.1. Selecting the 'selected' galleries

Different from any other government subsidies, the list of the KKR beneficiaries – galleries in particularly – stays largely the same every year. Among of the 235
 galleries that have taken part in the KKR, 58 currant participants are in the scheme since the very beginning; 163 galleries appear on the list continuously more than 6 years. With only a very few exceptions, most galleries stay on the list since their first appearance. Since there is no limitation in frequency of participation, 'staying on the list' becomes not only possible but even more desirable. 'Being selected' for once is no longer satisfactory for the KKR galleries, they have to stay 'selected', as 'selected galleries'. 

Government subsidies and grants are often considered an honor and approval, and for most of the KKR galleries that is exactly what the KKR means. That they can continuously receive this 'approval' has created a strong incentive for them to apply for the KKR over and over again every two years, although the application is hardly an enjoyable procedure for most applicants. Besides the abundant paperwork and effort involved, many gallery owners recalled having sleepless nights before receiving the notification from the Mondriaan Foundation. For them, the fear of 'losing it' is much greater than 'not getting it'; exactly because receiving the KKR means honor and approval, losing it signifies the opposite: disgrace and disapproval.  

A mixed feeling of anger and disgrace can be traced in the language of gallery owners who have been through the experience of being rejected by the KKR selection committee. The owners of the galleries that are ever rejected by the KKR or involved in official or unofficial disagreements with the Mondriaan Foundation tend to conceal this part of history; however their opinions toward the selection procedure are obviously very different from those who have never encountered any difficulties. Most of the KKR gallery owners also tend to exaggerate their participating duration of the KKR: 'How long have I participated in the KunstKoopregeling? Ahe… really long I would say. I was there since the beginning.' This exact sentence has been told by different gallery owners during the interviews, although sometimes the official records of the KKR participants say otherwise.

The question is: why do they care so much? Does the approval of the government really mean so much to the gallery owners? or it is the design of the instrument somehow enhance the psychological dependency on the government approval? And most importantly: does the executive organization deserve their trust to evaluate who is 'good' and who is not?

6.1.1 Selection procedure and dispute management of the KKR

According to the executive officers of the KKR from the Mondriaan Foundation the number of applicants of the KKR stay roughly the same every year; in other words, there are not many new applicants for the KKR (M01). This statement can be verified by the annual reports of the Mondriaan Foundation. In the earlier years, all the applicants including those that were rejected were listed in the reports. It is rather clear that the number of unsuccessful applications is decreasing. The reasons why only so few galleries apply for it may be the abundant amount of paperwork involved, or perhaps some galleries feel like they stand little chance of receiving it. 

Formal criteria and the selection procedure 

The selection criteria, as mentioned in Chapter 1, are categorized in two major groups: professionalism and quality. Apart from that, there are also formal requirements, such as existing years, open day, numbers of and minimum annual turnover exceeds 30, 000 euro etc. Every two years, there is a deadline for application, normally in September of the odd year. The executive officers will first eliminate the applications that fail to meet the formal criteria, and some applicants will be required to submit more information to clarify a few unclear points that might raise questions in the future procedure.

Once this process is finished, the executive officers will first separate the applications into a few lists, which are arranged in the priority of whether or not further examination and discussion is needed. The executive officers then serve as the pre-selection committee, who make sure that the recurring participants do meet the requirements of the KKR. They will also make suggestions concerning which applications might be problematic and require more attention of the committee members.

Selection committee

The selection committee normally consists of members of five – an odd number to avoid deadlock in discussion. The committee members are appointed by the board based on the suggestion list made by all of the employees of the Mondriaan Foundation:

'We first make a long list. We discuss it with people in the field, our director, phone some people and ask for advice. The long list gets shorter and shorter. Then we come to a semi-list of 10 people that will go to the board and narrow it down to five or six people.' (M01)

The members of the selection committee come from different backgrounds and regions of the Netherlands: art historian, museum directors and curators, curators of private collections and even collectors, but no galleries owners – to avoid conflicts of interest. In principle every two years there is a new selection committee, but sometimes with a few reappointed members: 

'Three years is the maximum term for a committee member. There is certain continuity; but if you take one or two committee members to the next meeting then you get fresh voices in there as well.' (M02)

The discussion often happens on one day when committee members gather together in the conference room of the Mondriaan Foundation. If it cannot be finished in one day, the meeting will be extended to the next day.

As one of executive officer described, it is a 'huge operation'. Abundant materials such as documents, exhibition plans, flyers and galleries publications prepared by the executive officers fill the whole room, waiting to be reviewed by the committee. Due to time constraints, the committee will be asked to focus on the problematic cases; a list of the galleries that have a good reputation and long history of participation can therefore be only examined lightly, will be suggested to the committee in order to speed up the process. However the committee can also oppose to the suggestions of the executive officers and decide to look into certain galleries on the list. 

Although there is a budget constraint and therefore also a maximum number of participants, the discussion of the committee is hardly about how to allow a maximum of galleries in the KKR, or being very strict in keeping a fixed amount of galleries participating in the scheme. Whether or not the applicants meet the 'quality' standard that is desired by the committee, is always the first concern. The Mondriaan Foundation also holds a relatively flexible attitude toward the budget constraints; in spite of the fact that the budget of the KKR is set around 800,000 euro, surplus money from other budgets of the organization has been put into the KKR to cover shortages, if necessary. 

However this range of flexibility is still quite limited. The Mondriaan Foundation is asked to work under a fixed budget and a larger scale adjustment in budget is simply not possible. Even if the quality of applicants rises significantly, it will only lead to more intense competition. 

The whole procedure, from the deadline of the application to the announcement of the new list, takes around three months. The selected participants can start to use the KKR from the 1st January of next year. Every applicant will receive a notification with the result of their application and some comments and remarks from the committee.

Control

An application lasts for two years; unless a gallery fails to follow the exhibition plan or fails to meet the professional and formal requirements due to change of its practice, e.g. when the turnover drops below the threshold or obvious mischief, the gallery normally would at least receive the benefit for two years.

The executive officers explained their control protocol as following:

'We try to control. We always look at the different art fairs. We are always prominently there. It's a very good means, because you have lots of different galleries together to see what’s going on. Of course we visit galleries a lot. So this is a kind of random control; our way of control. And we hear a lot from the field. Lots of our clients also call me, so I get lot of feedback.' (M01)

However they also emphasized the importance of maintaining a 'relationship of trust', which means they would not follow closely the execution of exhibition plan nor would they check the website of gallery regularly to see if 'everything is ok'. Nevertheless, they expect that the galleries would notify them if there is a change in the exhibition programs, and the flyers and printed invitations of exhibitions are always highly welcome.  

If there are doubts about the exhibition programs of a gallery, the gallery will first receive a warning. During the re-application the executive officers and the committee will reexamine the exhibition programs of the gallery and see whether or not the problematic aspects have been modified. If the committee is less than satisfied with the modifications, the gallery is not accepted in the scheme for the new granting period.

Dispute management

After the result is announced, the applicants have six weeks time to oppose the decision of the committee, which is the general regulation for all subsidies supervised by the Mondriaan Foundation. Although there are ample complaints about the selection procedure, only very few of the gallery owners have actually filed an official objection. On average – except during the early years of the KKR – there are 2-3 official objections to the KKR’s decision in every application period. 

Among the galleries that have filed a complaint, about half of them are granted the KKR eventually; however they also tend to fall out of the scheme as soon as the granting period is due. After the official objection is made, the accuser – the gallery owner - will be asked to participate in a private hearing with the lawyer of the Mondriaan Foundation and other employees who are not involved in the application procedure. The gallery owners can provide new information to the representatives in the hearing. 

According to the executive officers, the majority of the galleries whose application is rejected have a lack of quality, especially with respect to the presentation of the exhibitions and artistic quality of the artists they represent, while only a small percentage of the applicants fail to fulfill the formal requirements. In these cases, the galleries might need to present other evidences, and modify their exhibition plans. For the galleries that fail to meet the formal requirements, usually concerning their  turnover, the galleries will have to show that their financial state has been improved and they are ready to fulfill the requirements of the Mondriaan Foundation.

6.1.2 Decisive factors: innovation and geographical spread
Although the description of selection criteria have taken over a whole page of the KKR regulations that were announced in 2002, where the major points of formal criteria, professionalism and quality criteria have been stated briefly, most gallery owners believe that only two things really matter: how innovative are the artworks and the artists that they represent, and regional importance of their galleries; the latter sometimes is even more important than the quality consideration. 

As to the first aspect, in the interview the executive officers showed great confidence about the sufficient diversity in the types and styles of the KKR galleries; however they confirmed that the concern of geographical spread sometimes did triumph over the level of quality:

'If you are a gallery in Amsterdam, you have a tougher time getting through, because the quality here is very high and there are a lot of them, so you really have to have top quality to get in the KunstKoopregeling. If you are situated in one of the provinces you have more chance because there is less competition.' (M01)

Nevertheless, the executive officers basically oppose any remark that there are one or more central criteria in the selection procedure: 'It is a combination of factors,' said one of the executive officers (M02). The factors that make up this combination for the decision making will be examined in following sections.

Professionalism and quality criteria

The center of the discussion in the committee meeting is evaluating the performance of the applicants with the professionalism and quality criteria. The professionalism criteria are more about the 'good practice' of a gallery: the way that galleries work with their artists, whether they pay enough attention to developing the artists’ career and how they interact with their clients etc. The professional criteria are much more generally accepted by the galleries owners and much less problematic than the quality criteria. It is about 'what galleries should do', as many gallery owners have remarked in the interviews. The Netherlands Gallery Association (the NGA) uses similar criteria in reviewing the application for membership.  

The quality criteria, compared to the professionalism criteria, are more abstract and subject to the accusation of subjective (unfair) judgment. The KKR executive officers clarified the common misunderstanding toward the quality criteria during the interview: 

'To us, the group of artists that you represent individually is not the most important part of the discussion. The most important factors for the committee to decide whether a gallery is accepted to the KunstKoopregeling are the combination of programs and artists as a whole. It has to convince them that it makes sense. […] It is always a combination, a subtle combination of lots of factors that are taken into consideration.' (M01)

The 'combination' and 'artists and exhibition programs as a whole' however are very vague and confusing concepts and leave ample space for free interpretation. In the Art & Antiques Fair 's-Hertogenbosch 2010, one of the founders and current directors of the NKK Paul Sevenhuysen had a comment on the KKR and non-KKR galleries in the art fair:

'You see gallery A is allowed to use the KunstKoopregeling, but gallery B is not, when everyone knows gallery B is much better than A. Gallery C is selling artworks exactly from the same artist as A, but C is not allowed to use it either. It is simply a nonsense that a group of so-called experts decide who can use it and who cannot, and call those they like "good quality". I think the customers can see by themselves what is good and what is bad. And no matter what if that is how they like it, the government should just stop telling them there is something wrong with their taste.' 

Artistic excellence and encouraging innovation

To further understand the standpoint of the Mondriaan Foundation in quality criteria, the executive officers referred to a publication of the Mondriaan Foundation: Second Opinion. In this book there is no one article specifically discussing the KKR and its selection procedure, however in the article written by Gitta Luiten, chairwoman of the Mondriaan Foundation, she accentuates the importance of providing government subsidies to 'artists with exceptional quality', so 'less artists would receive a higher amount of subsidies' (Luiten, 2007:23-24). 
'Supporting the excellence' instead of letting a greater number of artists receive small amount of subsidies, is a popular criticisms of the current Dutch subsidy system, Van der Ploeg has very a similar comment in his 'In Art We Trust' (Ploeg, v.d., 2005).  It is however questionable if the same concept should be applied to the KKR, since the objective of the KKR is not about promoting the excellence, and on the contrary, is about making art accessible to the general public.

For Erik Bos, the owner of the prestigious Nouvelles Images Gallery, the issue should be what kind of art needs the public support the most. He believes that government assistance is particularly fundamental for innovative art: the government must make sure that there is enough chance for innovative art to survive and develop (Bos, 2007: 98).  

Excellent or not, innovative art or avant-garde art received most of the government subsidies, according to Dutch economist Hans Abbing, who has also contributed an article to Second Opinion. He argues that the Dutch subsidy system helped to marginalize the reputation of art trends and styles other than the government-subsidized directions in art – the avant-garde art. The avant-garde art and its practitioners became a social monopoly; a group of officials and prominent art collectors become the authority of taste and everything falls outside their perception of 'good art' is considered 'bad':  

'For them, their own art was the measure of everything, and that measure was applied in the committees with conviction'. (Abbing, 2007: 143)
Abbing then takes the Dutch traditional portrait painting as example and claims that due to the 'unequal competition and the lack of recognition' the level of this type of paintings has significantly decreased (Abbing, 2007: 143). Abbing’s remarks are supported by the gallery owners. They commonly agree that the government subsidies – including the KKR – are only for the innovative art, and the galleries that are not in this art trend, stand very little chance to participate in the KKR; unless those galleries fulfill another major objective of the KKR: geographic spread.
Regional importance

The geographical spread, which was already a major objective of the RSK, has a slightly different implication in the KKR. The fundamental difference is that the RSK, like the ASK (Aankoop Subsidieregeling Kunstwerken), placed socio-economic and geographical spread in the welfare state context. The geographical spread of art institutions was considered a way to balance the difference in development between regions.  The KKR, on the other hand, only cares that whether or not the interest of art buyers in a certain region has been reasonably represented; since the art buyers are also highly concentrated in the big cities and much fewer in the provinces, there is no need to oversupply a region when the demand is relatively low. A few galleries in each provincial capital is more than enough. A gallery owner believes that the regional importance is the most important criterion:
'I think it is very simple. They choose my gallery because I provide the service they want to the customers in this region. It really depends on where you are. Like a lot of unknown galleries in the countryside got selected because they represent the customers there.' (G10)

It is however also an issue of fairness. Galleries in the big cities might not have the equal competition opportunity as galleries located in other places. Since the KKR has set 'quality' as the most important criterion, the 'regional importance' –instead of the terminology of 'geographical spread' – becomes a conflict criterion against the quality criteria. On the other hand, even though the regional importance has been taken into consideration, the majority of the KKR galleries are still located mostly in the 'Randstad' – Amsterdam, The Hague, Rotterdam and Utrecht – 132 out of the 235 galleries; among them 94 galleries are located in Amsterdam. Compared to the galleries in the Randstad, the galleries in the 'provinces' in general appear on the list for a shorter period; only a hand full of those galleries manage to stay on the list since the very beginning. 

The question is: why is it so important to have a KKR gallery in the far ends of the Netherlands? The answer may be the nature of the KKR as a consumer subsidy begging the question of accessibility.  As the slogan of KKR has suggested: 'provide (quality) art to as many people as possible'. The KKR therefore should be offered to people in their living places, not somewhere they have to drive hours to reach. It is however doubtful if for the consumers the geographical accessibility actually outweighs the quality concerns.  The conflict between the quality criteria and regional importance shows that the KKR is struggling between two priorities: accessibility of art and quality of art. 
6.1.3 Criticisms of the selection procedure

The abstract concept of 'combination of all factors' raises the accusation of subjective judgment and the struggle between quality and accessibility creates self-contradiction and tensions within the policy objectives; the KKR selection procedure then is subject to ample criticism from the gallery owners. It is however very intriguing when asked about their opinions about the selection procedure of the KKR, all interviewees first answered: 'I have no problem with the selection procedure.' Not until I had kept on pursuing this issue, they started to reveal their true feeling toward the selection procedure of the KKR.

Subjective judgment and ignorance

Apart from the criticisms about the over-emphasis in avant-garde art, many gallery owners believe there is hardly a real standard in deciding who is allowed to participate. 'It’s very subjective. You would never know what they think is important this time,' said a gallery owner (G15). Another gallery owner claimed that the committee had already an idea what galleries should be in the KKR, the selection procedure was just a formality: 

'It all depends on whether they like you or not. If they like you, than whatever you do is fine. If they don’t like you, they will find some excuse to exclude you. It can be that they suddenly have some doubt about your exhibition programs, or they think your business is doing too well or too bad. Too well can mean that you are too commercial, too bad is like you are not doing your job well enough.' (G02)

He believes that the committee members use their general perception of the gallery to deliver verdict rather than the information he has submitted. Even thoroughness of procedure is doubtful; he recalled that many times when he received the notification, the data he had submitted often came with the out-of-date materials he sent years ago.  The remarks given by the committee also appeared to be out-of-date and ignored the fact that the direction of his gallery had changed significantly. 
He was not the only gallery owner who questioned the professionalism of the committee members. Some even criticized that the committee had no knowledge of 'how a gallery runs in the real world'. It appears that besides the verdict, the remarks of the committee often are the source of problems. A gallery owner expressed her upset when she received the 'ridiculous' comments from the committee: 

'The first time I applied for the KunstKoopregeling, they made a comment about the name of my gallery, saying that doesn’t sound right. Once they said that my artists were a bit ‘on the old side’.  I have young artists aged 25, and artists who are over 80. But they are alive and still making art, is the committee trying to say artists older than 40 cannot make innovative art anymore? Another time they praised me highly because I put some artworks in my friend’s theater; they said it’s very good that I participated in activities outside Amsterdam. It is like they've forgot about all the art fairs I have attended. It is just very ridiculous! I would say those people have no idea of how a gallery runs in the real world.' (G09)
Lack of personal contact

Lack of personal interaction is another problem mentioned by the interviewees. The gallery owners normally have no direct interaction with the Mondriaan Foundation; except a few occasional phone calls strictly for requiring information, the only interaction they have with the Mondriaan Foundation is submitting the application every two years. Although the executive officers claimed that they have a random control protocol and visit the galleries very often, most of the gallery owners I have interviewed have never met the executive officers personally and especially not in their galleries. 

Some gallery owners find it impersonal or even consider it a sign of disrespect, that the galleries are kept distant from the center of decision making. They feel the need to explain their visions and ideals rather than submitting the application documents; apart from 'being selected', they want to be understood and appreciated. A gallery owner recollected that in the time of RSK, two executive officers visited the galley: 

'We had a nice conversation then we are accepted by the scheme. I think it is better like this way. You can explain to them what your vision is and they can understand the reality in the gallery business better. (G09)

Paternalism and expert art

Many gallery owners hold a strong resentment against the parental role that the government has been playing: judging, instructing and leading by reward and punishment. For them the selection of quality is not different from selecting the 'right' artists and 'right art' that fit to the agenda of government subsidies. 'They have some ideas in mind which artists they are interested in. If your gallery represents those "right" artists, then the chance that you will get it is much higher,' said a gallery owner (G02). 

This paternalism of government subsidies is also widely criticized by art scholars and professionals in the Netherlands. Voolstra (2001), for example, has pointed out that the Dutch government through the subsidy system tries to lead the direction of development in art, and the government is also one of major buyers of Dutch contemporary art, which leads to a three parties market: the government, the market and the art providers (artists and galleries). Voolstra also argues that in other countries, the direction of art development normally is decided by the market; the galleries, rather than the government, are the trend leaders of art (Voolstra, 1998: 41-44). 

It should not be forgotten that the RSK –the forerunner of the KKR – was brought up as a token of government’s support to the galleries. It is meant for assistance, but it has turned to a means of control. On the one hand, it is very questionable that the status of Dutch galleries in the national and international art market has been strengthened by the RSK and KKR, or perhaps even weakened because they have lost their function as gatekeepers and taste-formers, this function has been taken over by the expert committees when applying 'quality selection'. On the other hand, the KKR, as a consumer subsidy by nature, should be exempted from the influence of the 'institutional art' or 'expert art', since the consumers are free to make their own decision what they are going to purchase. However due to the strict selection of participating galleries based on artistic quality, consumers' sovereignty has been contaminated. A gallery owner remarked on this issue: 
'I think the public should decide who is a good artist and who is not. The KunstKoopregeling uses money from the tax payers but does not allow them to make their own decisions. The Mondriaan foundation decides which gallery gets the subsidy and directs the way how people get into touch with art. I think it is crazy that we have to let such a small group of people decide when, how and why you should buy art.' (G06)

Even the lists of selected galleries and non-selected galleries on the annual reports of the Mondriaan Foundation are considered a way of intimidation by some gallery owners. Since 'not-being-selected' is perceived as disgrace, by making it public the Mondriaan Foundation can use it to discourage some 'lower-quality' galleries making a hopeless application for the KKR, and keep the number of applications as small as possible. The executive officers of the KKR responded to this remark by emphasizing that the list was only for transparency, and just like applying for any other kind of subsidies, 'sometimes you get funded and sometimes you get rejected. It’s part of the game.' (M01)

Notwithstanding that, there are also a few galleries that do not have any negative comments toward the selection procedure. Those galleries are either the ever-lasting participants of the KKR or the newcomers. The newcomers who have never (or yet) received any negative remarks or rejection for the committee, consider being selected by the KKR a recognition and an approval of 'what he has been doing'. 
The galleries 'that are always in the list and have a good reputation', on the other hand, simply identify all selection criteria – formal, professionalism, and quality criteria – as 'what they are'. Those gallery owners have no criticism for the selection procedure because those criteria are 'what a gallery should do'. As mentioned the committee and executive officers often find no necessity to examine their applications at all; in this sense they actually receive automatic prolongation of the KKR participation. By identifying themselves with these criteria – and confirmed by the government officials – those galleries become the embodiment of ideals behind the KKR criteria. They are 'the selected', and some might call them 'the Top galleries'.

6.2 The quality stamp: the KKR as a symbol of quality 

For a normal good, the consumers read the Consumer Index and accumulate information in order to make a most profitable purchase. However in the case of art, there is not a universal and standard 'Consumer Index' to reveal the quality of an artwork. The quality of art is very difficult to determine and the evaluation is always rather subjective. Although art is an experience good and the consumers gain more capacity when they consume more, 'what art is' still depends on many external factors that exceed the preference of consumers. Even for those who have extensively consumed the goods of art – for example, the collectors – they still need a framework of knowledge to help them determine the value of an artwork. The reputation and honorable experiences of artists and the reputation of galleries can create an extra value for the consumers: they do not just buy a painting that 'they like', but also something 'extra'. (Abbing, 2002: 271-272)

Those 'extra' things are provided by the art world where the dialogue of 'what art is' being carried continuously. The art dealers, gallery owners, art critics and prestigious collectors are normally responsible for defining 'what art is'. But in the current context of the Dutch art market, another important party is leading the conversations concerning the definition of art: the government
. The government uses the subsidy system and the expert evaluation to define the 'good' art and so called 'high-quality-art'. Anything that falls outsides of this definition may not necessarily be 'bad', but it is probably not 'good' either. The question is of course why the galleries are willing to give up their position as gatekeepers and let the government to decide for them 'what art is'? 

As mentioned in the previous chapter, the galleries believe that they need the government assistance – although it might not be true. When offering the assistance, the government asks the galleries to prove their 'quality' and the galleries that can prove that their 'quality' is exactly equal to the 'quality' in the government’s 'mind' (quality criteria) will be awarded subsidies and assistance that galleries believe they so desperately need. The galleries have to embrace the government’s definition of 'quality' in order to receive government assistance. Furthermore because the galleries are rewarded for their 'quality', it becomes an honor and an approval. The government even gives them a stamp that embodies this approval so that they can put it on the front door: the sticker of the KKR.     

6.2.1 Guarantee of quality art

The KKR galleries are easy to recognize, because they all have a sticker on the front door with the logo of 'KunstKoop'. On their website and in the semi-consumer-index publication 'Galeriegids', the KKR galleries also come with the logo of 'KunstKoop'. It is considered a symbol of quality; it is supposed to provide something 'first' before the customers even walk into the gallery, and  'something more' than eyes can perceive, something more than their like and dislike.  As a KKR gallery owner said: 'They knew that my gallery is a good gallery and sell artworks with better quality. That’s why they come in the first place.' (G03)

Symbol of quality guarantee

It was written on one of the annual reports of the Mondriaan Foundation that the KKR is design to 'guarantee high quality art'
. The means to reach this objective is the quality criteria in the selection procedure. The galleries are selected because they have at least 'sufficient' quality in presenting and promoting the 'high quality art' professionally. This argument implied that 'all' the artworks sold in those selected galleries are 'high quality' and their quality are guaranteed by the government. The logical error of this argument is that it is impossible to guarantee the quality of every individual artwork sold in these galleries, since the committee has never really evaluated the quality of each artwork, only the galleries and the artists who they represented. Considering that the artworks are mostly unique and even from the same artist the quality of artworks can be varied, the guarantee of the KKR is more symbolic than the 'quality guarantee' for a normal good.

The Mondriaan Foundation not only cannot guarantee the artistic quality of each artwork, in the current regulations, it also has no control over whose artworks will be sold in those galleries. However it does not stop the Mondriaan Foundation from awarding this 'quality stamp' to the galleries, nor the galleries from receiving and using it as a 'quality guarantee'.

Nevertheless, some sort of guarantee is always needed. Economist Akerlof in his 'The Market for "Lemons"' (1970) comments on the importance of quality guarantee using the bad quality cars 'lemons' as example. Interesting enough is that one of interviewed gallery owners actually used the guarantee of car as an example to explain the function of the KKR sticker:

'It is like the two years guarantee you get when you buy a car. You don’t really need it, because the car is new. A new car has fewer problems, and you either get a good car or you get a bad car. A bad car that will break in two years is bad anyway. The stamp of the KunstKoopregeling is like the guarantee for cars; it just makes you more comfortable, feel safe. People like to feel that the artwork they are buying has a high quality, especially those who buy it for investment reasons.' (G04)

The question is why the Dutch gallery owners feel that they would need a sticker from the government to provide the customers guarantee?  Do they suspect that the customers would doubt their professional judgment if there is no approval from the government? The answer might be already implied in the question: it is a 'feeling' that they need the sticker. As mentioned in Chapter 4 the Dutch galleries started to largely emerge in the 1960’s and 1970’s, when the ASK had already been activated and the 'quality' of exhibitions and art institutions had been evaluated by the government since then. Requiring the approval of the government then becomes a habit of the gallery owners: something they have been doing 'since always'.

The stamps: KKR, K, NGA

The desire and need for approval even leads to a phenomenon of competing 'stickers'. Besides the KKR sticker, there are the other two: the sticker of 'NGA' and a red capital character of 'K'. 

The NGA sticker indicates the membership the NGA (De Nederlandse Galerie Associatie, the Netherlands Gallery Association). The galleries that are members of the NGA are also considered having 'good quality', especially professional-wise. Among 235 galleries that have ever participated in the KKR, 78 galleries are also member of the NGA. The 183 members of the NGA however present a broader scope in styles and types than the KKR participants.  Many galleries that participate in the NKK are also the members of the NGA. Most of NGA galleries put the NGA sticker on the front door too.

Another 'quality stamp' - the capital 'K' – is given by a Dutch art magazine Kunstbeeld, who publishes every year a semi-consumer-index Galeriegids. This capital 'K' sticker is a new invention: started from this year. On the cover there is a text: including all Top galleries and museums. The editors of the Galeriegids explain the symbol of 'K' as following:
'This label is awarded by the editors of Kunstbeeld to a small selection of professional galleries and art institutions that focus on modern and contemporary art, who organize and represent leading artists and participate in major art fairs in the Netherlands and Belgium. […] Using this selection you can quickly and easily plan your visit at galleries in a city.' (Galeriegids 2010: 7)

A gallery owner told a story that one gallery owner came to her and, with a voice mixed with envy and jealousy, said: 'You have three stickers! How can that be? Normally if someone has one or two that’s already something, but you have three!!' (G03) The invention of 'quality stickers' seems to bring the gallery owners back to the playground of elementary school, where the children show off their sticker book and compete for their sticker collection: 'How many stickers do you have?' they ask each other. That can be even worse. Losing stickers means disgrace and this disgrace is physically represented by missing a sticker on the front door. A gallery owner complained that he had asked for a new KKR sticker from the Mondriaan Foundation but somehow it never arrived, 'Maybe people would think: "what’s happened, why I don’t have the sticker anymore"', he said. 

Quality stamps in the marketplaces 

Although the quality stamp of the KKR is very much cherished by the gallery owners, in the marketplaces – the art fairs – they hardly present it or place any indication, such as a sticker, showing that they are 'the KKR galleries'.  Exactly because art fair means marketplaces for the galleries, the quality guarantee stamp should be even more important, since the customers here spend on average less time to browse through the artworks and the competition is much more intense. However in the art fairs, the significance of 'quality stamp' somehow disappears and is replaced by the financial benefits of the KKR. The galleries either do not present the KKR at all, or they spend lots of effort in showing the payment calculation of using the KKR arrangement. 

'Quality stamp' is therefore valued and used as an inviting sign, something that comes with the whole image of 'a good gallery': honorably mentioned in the prestigious gallery guides and art publications, the stickers on the door, the museum-like exhibition hall and slightly intimidating atmosphere of gallery space that the customers can see from the outside through the windows. When image and status are not needed – such as in the art fairs where artworks are shown in an open space and are more like a 'normal' marketplace – the abstract quality stamp is no longer necessary. 

It is however doubtful whether or not the consumers understand the implication behind the quality stamp of the KKR. Most gallery owners I have interviewed responded to my question with a rather uncertain: 'Err… I think they know, but of course I will explain that to them' (G08). Some even showed a genuine surprise, as if they had never thought of the possibility that the consumers might not know that; and obviously their customers also did not give them enough indication that such a universal perception of quality stamp actually existed. After their enthusiastic over-ascertain statement about the importance of the KKR as a quality stamp, this reaction of gallery owners is of course very noticeable and surely intriguing. The quality stamp of the KKR seems more important and much more comprehensible to the gallery owners than to their consumers.

6.2.2 The meaning of 'being selected' and 'not being selected'
The importance of 'being selected' consequently creates an inferior position for those that are 'not selected'. Furthermore, it has created a whole set of polarized concepts that separates the Dutch art market into two sections: 'the selected' galleries and 'the not-selected' galleries, the innovative art and commercial art, the idealist art installations and the commercial art installations. 

The polarization of the Dutch art market with selected and not-selected galleries is a widely perceived phenomenon documented by many Dutch art scholars and art critics
, but it is also indeed a 'phenomenon': it is not the whole truth. There are many galleries that hardly or never apply for any sort of government subsidies including the KKR. The owners of those galleries do not cry for government support when they set up for prestigious art fairs in foreign countries. Nevertheless, just like the owners of KKR galleries, they would never consider themselves 'businessmen' nor believe that their artworks are less good or 'commercial'.

Innovative art vs. commercial art

However the phenomenon of a polarized art market still exists, at least in the mind of many gallery owners and the government officials. When there is a judgment between 'good' art and 'bad' art, and some galleries are considered providing 'good' art and some are not, the polarization then becomes a reality. It becomes even more problematic when 'good' art is coupled with a certain type of art trend, or an ideology – innovative art.

The terminology of 'innovative art' suggests nothing but 'new'. The Dutch word for innovation indicates this association even more clearly: 'vernieuwing' – the newness or the renewing. The emphasis on the innovative art therefore implies an ideology that everything newer is better. The falsehood of this presumption needs no further explanation: 'new' is of course not always better than 'old'. A conceptual contemporary piece from a young artist probably would not be valued as much as a portrait made by Rembrandt, no matter in term of monetary worth or artistic achievement. Likewise, an experimental artwork made with unconventional materials is not necessarily better than a still-life oil painting done with traditional techniques. 

A gallery owner described the type of art that the KKR committee prefers as 'innovative contemporary art which leaves a strong impression', and claimed that the reason why her gallery fell out the list of the KKR was due to the increasing emphasis on innovative art of the selection committee: 'They only care for innovative art. But art is not just about innovation. Not only innovative and experimental artworks have "good quality", realistic art has quality too! It’s really not fair that they try to force you to a certain direction.' (G11) 

Idealism vs. commercialism

Just as the KKR galleries believe that their choice of presenting innovative art is 'following your heart and stomach' (G04) and 'selling something they believe in', the galleries that choose for rather traditional or realistic art are doing exactly the same thing: 'I want to sell something I think is beautiful, something I believe is good; unfortunately it is not the same kind of art the committee likes,' said an ex-KKR participant whose gallery focuses mainly on realistic art (G11). 

When the avant-garde or innovative gallery owners identify themselves with the image of devoted cultural workers who live on their ideals and resist the monetary temptation of selling accessible art, they imply that anyone who does otherwise must 'do it for money'; in other words, for commercial reasons. The fact is that those owners of non-avant-garde galleries can be as idealist as they are, especially when innovative art is much more highly praised by the government and consequently also by the art world. 

As argued in the previous chapter, let alone whether or not the KKR has actually benefited the Dutch galleries in general, it is widely believed that the KKR 'helps'. Since the KKR is financially beneficial for the selected galleries, it then creates an unfair competition for the galleries that are not selected. Considering that the selected galleries are awarded this benefit because of their idealism of selling avant-garde art, the not-selected galleries then are punished because of their idealism of selling other kinds of art. 

However the benefit of being selected is not just the roughly 3500 euro interest that is compensated by the government. The indirect benefits are even more attractive for many galleries owners; on the other hand, it also makes 'not-being-selected' even more disadvantageous.

6.3 The Club - the benefits of 'being selected'
Among the 235 galleries that have participated in the KKR – including a few that did not make it to the full period of two years – there are 58 galleries that have been on the KKR list since its official implementation, which is around 25 % of all KKR galleries; and 70% of KKR galleries have been granted continuously more than six years. Considering there are around 580 professional gallery installations which focus on the present day art and represent professional artists
, this statistic show that the KKR has only benefited less than half of professional contemporary art galleries, and most beneficiaries have received the KKR repeatedly.  

The relatively low participation rate and high tendency of repeat participation raises the suspicion of a 'club-like' structure inside the participating galleries. Whereas 'being-selected' signifies prestige and status, the KKR galleries are considered as the elite and the repeat participants thus are 'the elite' of the elite – the Top galleries. In spite of the fact that those galleries often oppose to the term of 'Top galleries', it is generally perceived that such elite exists. For the outsiders, 'the Club' is not only a social class inside the Dutch art market, it is a confederate of joint interests whose members spread to every segment of the art world in order to promote their own artistic visions and consequently their own benefits.  
6.3.1 The Club - Artists, galleries, art fairs, museums and the government

'The Club' of the Top KKR galleries – if it really exists – could be a very distinct group that only consists of the repeat KKR participants in a few major cities of the Netherlands: Amsterdam, The Hague and Rotterdam. Those galleries are common with their prestigious image as promoters of the contemporary art, which is characterized by participation in prestigious national and international art fairs, representing well-known artists, active in art related events, activities and organizations. 'The Club' can also be defined in a broader sense which includes the art fairs organizers, government cultural officials, museum directors and curators, art critics and experts and artists who form a close circle with those galleries. 

A circle like this is of course very beneficial, financially and psychologically. It is however questionable how organized this 'Club' is and how reliable these beneficial connections and resources are. My field experience indicates that 'the Club' is not a structured entity in any aspect, but a psychological construction; and it only exists when people believe it exists. 

It is indeed true that a few owners of the KKR galleries enjoy a prestigious status in the art world, but this status can hardly be attributed to the KKR or its 'Club' : personal charisma, extensive network, long history in practice and actively involved in professional union affairs are more related to their respectable image. 

A club with no friends

When asked about 'the Club', a gallery owner answered: 'I don’t think there is a club. We don’t really socialize with each other. Yes we meet each other in the art fairs and we would like to know what other people are doing, but we are not friends.' (G04) Another gallery owner explained the probable reasons why some believe such a 'Club' exists: 

'The Netherlands is a small country. Everyone knows each other here. There are some serious players in the art world. Some galleries exist more than 50 years. Then of course everyone knows them. But I don’t think those galleries exclude the opportunity of young galleries. There are enough examples of young galleries that have made their name in a few years. I think it all depends on how much you take your business as a gallery owner seriously. If you have a good exhibition program then there is no barrier for you to enter the art world. But if you are located far in the countryside and open only one day a week, then you can’t blame that people don’t take you seriously.' (G08)

If someone sees the gallery owners greet each other and make small talk in the art fairs, he might have the impression that they all know each other very well. However most gallery owners I have talked to, ensured me that the art fairs were the only occasions they met and socialize.  To the surprise of those who believe 'the Club' exists, the KKR galleries consider each other as competitors much more than the fellow members of a friendly social and professional club. The competition between the KKR galleries is not any less than the competition between the KKR galleries and non-KKR galleries.

The KKR and prestigious art fairs

However it is debatable whether or not the art world is really an open playground for any newcomers. To announce their existence, the young galleries would need to participate in the prestigious art fairs and the members of the juries and committees of those art fairs are often the Top galleries, who are characterized as having a kinship with innovative, avant-garde and experimental art. The prestigious art fairs in the Netherlands have an even stronger tendency in favor of conceptual experimental art than government subsidy committees; the personal preference and taste of those Top galleries jury members certainly contribute to this phenomenon.

The KKR galleries are also the major group of the participants in those prestigious art fairs. Among the 96 Dutch participants of Art Amsterdam 2010, there are 66 galleries that currently appear on the list of the KKR, which counts to almost 70% of all Dutch participants. The statistic of Art Rotterdam 2010 is even more impressive: 43 KKR galleries out of 48 Dutch participants. Those galleries are not only the regulars of the KKR, but also the repeat participants of the both art fairs. The galleries form a sense of conventionality in those art fairs: the gallery owners expect their stand should be placed next to those galleries they believe to 'belong to the same category' and feel totally shocked if 'one of them' falls out of the list. The high repeat participation of the KKR galleries in prestigious art fairs is however difficult to attribute to the effectiveness of the KKR solely; it is more likely that most KKR galleries simply share the same kind of artistic vision, or at least they feel that they need to present this kind of vision when attending those art fairs.  

The distinct repeat participants can be intimidating for the newcomers or 'outsiders' – selected by the KKR or not. The KKR galleries located in the 'provinces' normally only participate in local art fairs, or do not participate in art fairs at all. At the site of Art & Antiques Fair 's-Hertogenbosch 2010 a gallery owner said: 'It is true that it is a distinct and exclusive network there; it’s difficult to get in. You just don’t feel you belong.' (G15)
The emphasis in avant-garde and experimental art of those prestigious art fairs surely will exclude the galleries that are considered 'not innovative enough'; however over-emphasis on those aspects can be disadvantageous for the Top galleries as well. A gallery owner, who was often invited to be the member of art fair jury, complained that once, in order to be selected to participate in an art fair, he had to take artworks from four young artists to the art fair. After he had sold everything, the return was not even enough to pay for the stand (G02). Participating prestigious art fairs is therefore, like many things that the Top galleries do, 'not for the money', albeit at great cost.
The Conflicts and collaborations between galleries and Museums 

The Top galleries are also the very few Dutch galleries that 'almost' enjoy the same prestige that galleries in other countries have – they are invited to give advice to museum exhibitions and collections, make recommendations about young and promising artists to museum curators and serve as a helpful middleman when museums hold retrospective exhibitions for artists they represent. However these cases are rare and only for a handful of Top galleries; it is indeed a prestige and privilege in the art world of the Netherlands. Even for those Top galleries, the collaboration with the public museums is still very limited and never on a regular basis. 

While the public museums in other countries depend highly on the galleries’ recommendations and hardly go over the galleries to contact the artists directly, the situation in the Netherlands is entirely different. The museum curators always contact the artists directly and visit artists’ ateliers often without first noticing the galleries.  The reason why they apply this approach, as a curator told me, is to 'get a better price'. The 50% selling price of gallery commission is something the curators would like to avoid; and directly contacting the artists normally leads to a big discount because the artists prefer their artworks purchased by museums rather than by private buyers. 

The museums therefore not only do not collaborate with the galleries, instead they become the competitors of the galleries. But of course it also depends on the museum. Some museums, especially medium size museums, are more willing to collaborate with galleries to enrich their exhibition programs. 

6.3.2 Psychological and financial benefits of 'being selected'
Besides the 'Club'-like structure, the KKR also brings other kinds of benefits to its selected galleries other than direct monetary reward – the interest compensated by the government. Those benefits however can also generate financial reward. The selected galleries are awarded with those benefits, mainly due to a belief system that the KKR galleries are 'selected', 'approved' by the government and 'better in quality'; this belief system is created by the symbolic significance of the quality stamp that the KKR implies and is reinforced by the prestigious status and privileges that are possessed by a distinct group of 'Club': the Top galleries . Although this belief system may be false and misleading, it still gains its power everyday when people believe it is true and rewards the KKR galleries with benefits that the not-selected galleries cannot share.

The benefits of 'being selected', according the outsiders, therefore consist of three different kinds of benefits: direct financial benefits such as the interest compensated by the government and the increased art selling with the help of the KKR, psychological benefits such as status and prestige, and indirect financial rewards generated by the 'good name' of the KKR.  

Artists and the galleries

One of indirect benefits of the KKR is that it helps the galleries to find 'better' artists. The artists are more willing to work with a KKR gallery, partially because of the image that the KKR are associated with and partially because the KKR enables the galleries to pay the artists sooner. The galleries in the Netherlands take 50% of selling price as commission. It is not uncommon that the galleries take such a high percentage of commission in other countries, but in the Netherlands, the gallery owners obviously feel that they need to explain themselves why the commission is so high. In my field work, more than half of gallery owners raised this issue during the interviews, and listed a series of expenses such as rent, water and electricity, promotion materials, opening events, art fairs and publications that they need to pay in order to promote the artists. These expenses are so extensive, that they would make no profit at all if they would have to give more than 10% discount to a customer who wants to buy an artwork. Some also name this as the reason why they would not use the NKK
: they simply cannot afford that.

Some gallery owners claimed that if they would have to use the NKK, artists would need to pay too. In other words, the commission will be even higher. Regardless of the high commission, sometimes the galleries just do not pay the artists on time because 'they don’t have the money yet'. One of the objectives of the RSK was to help the artists to receive the payment as soon the artwork is sold, but as mentioned in the previous chapter, it still depends on the galleries. The RSK and the KKR however do provide a better argument for artists to require their payment right after the purchase has been made. Nevertheless, as a gallery owner has observed, this aspect is totally ignored by the Mondriaan Foundation:
'They put so much attention on the type of art and artists they want to promote, and say those that sell this kind of artworks are "good galleries". But in fact there are a lot of galleries in the KunstKoopregeling that don’t pay their artists on time, or treat them badly. I won’t call them "good galleries" at all.' (G02)

The reason why the artists would endure the bad treatment from those galleries and do not go to other non-KKR galleries instead, according to gallery owners, is because 'the good image' of the KKR. 
'Art business is all about image; it is very important for the artists to work with the "right galleries", because the "right galleries" can bring their works to the "right art fairs". If the galleries take their works to "wrong art fairs", that may even hurt the artists; they would get the stamp of commercial. The KunstKoopregeling is like a government approval, the artists think they are more trustworthy, they are "better" galleries.' (G02) 

Artists’ preference for KKR galleries becomes an obstacle for the non-KKR galleries to require 'better' artists. Especially for the galleries that lose the KKR participation, it becomes a painful moment of losing some of their artists:
 'I told all my artists that’s what happened, I am not in the KunstKoopregeling anymore. They could stay or they could go. Most of them stayed, but yes, some of them decided to go to other galleries instead.' (G11)

Connection with other government subsidies

The 'better' artists prefer the KKR galleries; likewise, the KKR galleries need those 'better' artists as well. Putting 'better' between the quotation marks is because the definition of this 'better artist' is rather doubtful. It refers to artists who have graduated from prestigious art academies, received various government subsidies, participated in prestigious art fairs and held exhibitions in public museums. The KKR galleries need those artists because those characteristics mentioned above are often highly valued by the committee. Walking into any KKR gallery and picking up the information of the artist in exhibition on the desk, it states often exactly this kind of information. 

In the current context of the Dutch art market, the artists are highly dependent on government assistance. Since their graduation, they can first apply for 'Startstipendium' – a subsidy for young starter-artists – then all kind of individual subsidies for different projects, their artworks can be purchased by the public museums and they can apply and participate in different public art projects funded by different government organizations. For artists, to have an impeccable curriculum vitae that demonstrates their devotion as a diligent artist making only 'pure art' (in opposition to 'commercial art') and therefore entitles them to government subsidies, is their highest priority. Therefore to be represented by the 'right' galleries that can give them the 'right' image they need is more important than by the galleries that provide excellent service and can sell their artworks the best.

On the other hand, the galleries depend highly on government subsidies too. Besides the KKR, the galleries can apply for government subsidies to hold a special exhibition, participate in art fairs abroad, and as an independent art organization it can start a project requiring public funding. Being a KKR selected gallery, although it would not grant them automatically privileges, certainly is a big plus on the image of the gallery in general. Just like all other subsidies and the KKR, the selection is done by expert committees which obviously share a very similar taste and ideology and are in favor of a particular type of art – innovative/ avant-garde art – and therefore in favor of the galleries that sell and promote this type of art, and most of them are the KKR galleries.

Furthermore, there is also a tendency that the KKR committee prefers more young artists in the list. The galleries thus are encouraged to represent more young artists although it is doubtful whether or not the artworks of those young artists can actually be sold by the KKR. Research (IJsdens & Mariën, 2007)
 shows that the average age of KKR artists (who have sold their artworks by the KKR) is 47.1, the oldest among the artists from any other kinds of government subsidies (see section 2.2.2).   

Structural financial difficulty of the avant-garde galleries

It should also be noticed that when gallery owners listed their expenses, they did not mention any production cost. When it is rather common in other countries that the galleries pay for material costs or give the artists a deposit in order to secure their right in requiring artworks, the Dutch galleries normally leave the production costs to the artists. One reason is of course that the Dutch galleries are very small in scale compared to e.g. the galleries in United States, and therefore they do not have sufficient resources to support and promote their artists at the same time. But thanks to the abundant government subsidies to the artists, the production cost is highly compensated by the government. Nevertheless, since the artists do not receive extra assistance from the galleries nor do they sell many artworks with the help of the galleries, the relationship between the artists and galleries is rather fragile. Once the artists have made their name, they would prefer to be represented by international, and usually foreign, galleries that can promote them even further internationally. 

It is not difficult to observe a vicious circle here: the Dutch galleries are encouraged to represent young artists – which often involves costly investments – and once the young artists get famous they would leave the small galleries of the Netherlands and look for a 'bigger' career.  The Dutch galleries cannot receive the benefits from their long term investment, which keeps them small and financial 'vulnerable' and therefore in need of government assistance.
Disadvantages of not-being-selected

Apart from the monetary compensation, the KKR galleries enjoy the approval from the government and what the sticker of KKR represents. However they often deny the 'good name' of the KKR has brought them any extra financial rewards. They also oppose the term 'the Club', but do not deny there is social elite of 'serious players', 'good galleries', and 'galleries that belong to the same category' that share a similar artistic vision. They believe that the high repeat participation of the KKR galleries in prestigious art fairs and government subsidies simply is because they have 'better quality'. In other words, being repeatedly selected by the KKR, art fairs and other government subsidies is another proof of their high quality.  

Nevertheless, the financial rewards generated from the belief system of the  KKR galleries' prestige and 'good quality' are highly compensated by the high expense of their risk-taking activities such as promoting experimental and innovative art and representing young artists.  In order to keep enjoying the prestige and remaining 'selected', they have to invest greatly on those activities and therefore stay in a state of financial vulnerability. 

On the other hand, for the galleries that are not selected, a feeling of exclusion from 'the Club' is very real, as real as the difficulties they have encountered in acquiring new artists, applying for other government subsidies and participation in prestigious art fairs. Although 'the Club' might not be constructed consciously and lacks an organized joint effort to achieve the collective objectives of the club members, it still successfully excludes the non-Club members from certain benefits based on its preference. These benefits, financial and psychological, are mostly taken for granted by the Club members. They do not even consider it a benefit, but something that should naturally be awarded to them for their devotion and sacrifice for art.  The lack or the loss of those benefits, however, is very visible and often painful for the non-Club members.

A KKR gallery owner also is aware of this phenomenon: 'The KunstKoopregeling is more important if you can’t get it; once you've got it, it’s not that important anymore. But as long as it exists one day, you just have to get it' (G02). The disadvantageous position of the 'not-selected' galleries stops the KKR galleries from leaving the scheme, even when they are deeply unsatisfied with the KKR. A KKR gallery owner told me: 'I have had enough of this kind of arrangement. A committee decides what you can do and what you cannot do. If it got cancelled, I think it’s a pity, but I won’t miss it.' (G09) However, just like many galleries owners who have expressed their anger, discontent and resentment toward the KKR during the interviews, they would still apply for the next term when the time is due, as long as the KKR exists. 

6.4 Concluding remark: Market values or (government) artistic values? The dilemma of the KKR

The quality issues surrounding the KKR consist of three different aspects: the nature of the KKR quality criteria and the fairness of the selection procedure, the significance of the KKR as a quality stamp and finally, the benefits of 'being selected' as the KKR galleries. In this chapter, those three aspects are elaborated in three different sections.  
Emphasis on quality criteria
In the first section, the detailed selection procedure provided by the executive officers shows that they have made an effort to prevent an biased selection procedure and given consideration to the diversity of participating galleries by frequently renewing the committee members. However according the gallery owners, the KKR committee generally shows a strong favor to innovative art, and galleries that focus on different types of art are largely excluded from this arrangement. The first aspect therefore echoes to the problems emerged during the last period of the RSK, when the strict and rather limited 'quality' criteria caused enormous conflicts between the government and the galleries. The situation now might not be as devastating as then, but a certain amount of discontent and ill feeling are surely present in the mind of the gallery owners. 
My empirical research shows that the central issue of the selection procedure is the emphasis on quality criteria. The concepts of 'good quality' and 'professional' are constantly confused and mixed in the selection procedure. On one hand, the galleries need to fulfill certain professional requirements (opening days, the amount of exhibitions ... etc.), but on the other hand, the list of artists who the galleries represent and how the galleries present them, are actually the most important factors in the selection. Other important factors, such as whether or not the galleries treat their artists fairly, are rarely controlled or checked. The 'quality' criteria seem only to concern the 'artistic quality' that appeals to the KKR selection committee but not the professional operation of the galleries.
A polarized art market 
The second aspect, which is presented in the second section of this chapter, accentuates the meaning and significance of 'being selected' by the KKR committee. Because the quality criteria are the most important factor in the selection procedure, the KKR is viewed as a quality stamp that entitles the participating galleries to use it as a guarantee of quality. Moreover, the quality stamp is considered a symbol of status and prestige which is embodied in a sticker that the selected galleries can place on the front door demonstrating the approval of the government. This quality stamp, as symbolic as it is, has been firmly believed and perceived by the art world, and thus becomes a belief system that 'the selected' galleries possess a special(/better) quality than the 'not-selected'.     
Furthermore, 'the selected' galleries are often selected not only once but repeatedly, and 'stay being selected' has become their major objective. The 'selected' and the 'not-selected' galleries therefore form the two distinct sections of the Dutch art market. When 'the selected' signifies 'good quality', 'innovation', and 'idealism', the 'not-selected' carries the ill reputation of 'less-good quality', 'commercial art' and 'commercialism'. 
The benefits of 'being selected'
The third section elaborates the benefits created by the belief system that is illustrated in the previous section and shows that, besides the direct financial benefits (the interest compensated by the government), the 'selected' galleries - especially the everlasting repeat participants, the Top galleries - also receive psychological benefits such as status and prestige, and indirect financial rewards such as privileges and the benefits generated from their 'good name'. In the eyes of the 'not selected', those Top galleries in the KKR have formed a 'Club'-like structure, whose members have spread to different segments of the art market  and use their prestige and privileges to exclude other parties who have a different artistic vision than theirs from sharing those benefits.
Although the KKR galleries often deny the existence of the 'Club' as well as of the exclusive advantages of being a selected gallery, the disadvantages of 'not -being-selected' such as difficulty in acquiring artists and participating in prestigious art fairs,  are very noticeable for the galleries that are excluded from the KKR. The unfair competition between the selected and not-selected galleries therefore exceeds the scope of the direct financial benefits and places the not-selected galleries in an even more inferior position. 
Dependency on government approval and assistance

This chapter shows that the emphasis on quality in the KKR selection procedure has sent a strong message to the art world that what kind of artistic vision that government and their expert committees have. By rewarding the participants with financial and psychological benefits, the government helps to create a class of social elite that fits to their vision of art and directs the development of the art market to a certain direction – innovative and avant-garde art. Furthermore, the government encourages the galleries to take on the type of art which is 'difficult to sell', and then provides those galleries assistance so that they can survive without turning to more market orientated types of art. This is surely a formula to construct dependency. 
On other hand, the attempt to stimulate the purchase of 'high quality art' is rather fruitless. The quality selection of  the galleries can only limit the range of choices; the consumers still make the purchase based on their preference, which is rather different from the definition of 'high quality' of the selection committee. The quality selection of the KKR therefore only contributes further to the unbalance between innovative art and traditional art and the unfair competition between the selected and not-selected galleries, but has no significant effect on 'stimulating' consumers' demand otherwise, e.g. for the so-called 'high quality art' that is synonymous with innovative art.
Chapter 7: Conclusions and recommendations
This thesis is set to answer the question to what extent the government instrument of consumer subsidy can influence the art market and the different parties active in the fields. Applying the qualitative research approach, I have interviewed many galleries owners and executive officers of this instrument, and supplemented my research with official documents, official and unofficial studies, researches, news articles and publications. My field work exceeds beyond the interviews, and includes field observation of the galleries, art fairs, exhibitions and museums, and is supplemented by various unofficial conversations with other gallery owners, museum curators and artists. 

I believe that it has provided rich data and information for policy makers and executive organizations to re-evaluate and re-contemplate the effectiveness and possible modifications of the KunstKoopregeling (the KKR).  It should be also beneficial for cultural officials in other countries who are interested in this instrument and deliberating the possibility to apply this instrument in their own country.

To conclude this thesis, I will first review the important finding of this thesis and examine the KKR’s effectiveness based on those findings. After the advantages and disadvantages of the KKR have been clearly identified, a few recommendations will be listed for consideration. Furthermore, there are a few aspects which may require the attention of future research and study, which will be addressed in the end of this chapter.

7.1 Concluding words

First of all, it should not be forgotten that the Netherlands is a welfare state. The government and the society believe that certain goods should be provided to everyone with public support. This makes the range of 'the public goods' – in a broader sense as the goods that are commonly perceived as 'good and fundamental for the society', or more precisely, the merit goods – much more extensive than in other countries. The government taxes the citizens with high tax rate, in exchange for providing services such as cheap public education, health insurance, eldercare and a far-reaching social security system. It is then rather natural for the government to provide assistance to the arts: a merit good that is commonly believed to be 'good' and 'necessary'.  

7.1.1. The arts in a welfare state
On one hand, the high tax rate for the high income groups and a very thorough social security system for those who have a lower income entitle the high income groups to have their say at what they consider important. In this context, even when the art consumers are typically high income socio-economic elite, it still entitles them to demand that the government should allocate the public resources to the arts in order to enjoy the arts with lower prices and better quality. 'Art buyers are tax payers too,' as a gallery owner told me (G01). 

However considering the high amount of public resources that has flown into the art sectors, and that the number of art consumers and particularly the art buyers is very small compared to those who hardly benefit from the services but still pay for those services, the high tax rate cannot justify the high government expenditure in the arts, since the high-income groups also benefit from other services provided by the government. Furthermore, the arts are often consumed privately: an artwork sold by the KKR becomes a private possession and an opera performance is only for those who purchase the entrance ticket. It is then unfair for those who do not consume the arts, and often they are also the socio-economically more vulnerable group among the citizens.

Collective benefits of the arts

Other arguments therefore are called in to justify government’s support for the arts. First of all, the arts create collective benefits. The arts can improve the living environment and increase people’s satisfaction in life. A city with more artistic activities is more attractive for the high income groups, which creates a cluster effect for recreational industries to flock into the city and eventually leads to the improvement and renewal of the urban environment. A good example is the Amsterdam city government tries to renovate the Red Light district by temporarily allowing artists to use the prostitute window-cabins as working spaces. The arts are expected to change the ecology of the Red-Light district and even to reach the final objective of 'gradually extinction of prostitution'. 

The arts are also good for nation’s image and prestige. Dutch design and architecture announce Dutch mentality and spirit to the world and also stimulate the economy and relevant industries. The paintings of Vermeer, Frans Hals, Rembrandt and van Gogh attract millions of visitors from other countries every year. For contemporary art that the KKR is designated for, it is more questionable whether or not it is appreciated enough to be the reason that foreign tourists choose to visit the Netherlands. However it is rather clear that the highly conceptual and avant-garde nature of Dutch contemporary art certainly presents an image that the Dutch government and society would like to be associated with: freedom, tolerance, innovation, frankness and fearlessness for confrontation. 

The arts as merit goods

Nevertheless, using the arts as a means to represent those values is, of course, a choice. The Red-light district, that the city government of Amsterdam is so embarrassed to be associated with, can very well represent all those values too; and surely the Red-light district is a much more attractive reason to visit the Netherlands than the contemporary art for most of foreign tourists. The Dutch society simply prefers the arts over the prostitution and believes that the former should be encouraged and the latter should be extinguished. The arts are therefore merit goods. It is decided by the society that the arts are 'good for the citizens' even though many may not have any intention to consume them. 

Exactly because the arts are so limitedly consumed, it gives grounds for the public intervention. The market has failed, say the advocates of the public assistance; it failed to provide sufficient arts goods with good quality and it failed to distribute the arts goods efficiently to the consumers. The art market therefore calls for government intervention and assistance. The Dutch government has tried to respond to this calling on both supply and demand side.

Public support on the supply of the arts 

The public support on the supply side includes financing art education, subsidies to the artists and art organizations. As a matter of fact, most government support in the arts is allocated on the supply side. The BKVB funds are given to individual artists for individual projects, starter-artists support, working grants, international exchange support…etc., and the annually budget is around 10 million euro. The Wwik - the Artists' Work and Income Scheme Act, a special social security system for the artists – costs annually 25 million euro, while the KKR annual budget is only 0.8 million euro. Besides, there are still subsidies to art academies and art student finance arrangement that are financed under the budget category of education. 

The abundant public support on the supply side, according Dutch cultural economist Abbing (2002), causes the over-supply of artistic outputs and leads to the structural poverty of Dutch artists. Furthermore, by subsidizing the artists, the government compensates the production cost. The artists can use the subsidies either to purchase materials or decrease their working hours in non-artistic activities.  Since their basic means to survive and financial means to purchase material are more or less secured, it then gives the artists less incentive in presenting and selling their artworks to the public. 

Public support on the demand of the arts 
The public support can also focus on the demand side. Besides compensating their production cost, the government tries to increase the demand of their artworks. First of all, the government can become the consumers of their artworks. As a matter of fact, the government is the major buyer of the Dutch contemporary art. Apart from the commissions and assignments from government projects on national, municipal and local levels, the Museumaankopen Regeling (MA, art purchasing subsidy for museums) enables the museums to purchase more artworks from the Dutch artists. The government also invests a large amount of public resources in art education in elementary schools, pro-active advertisement and promotion for the arts in order to 'cultivate' the public’s taste and appreciation for the arts.

Direct subsidies to the consumers

Then of course, the government can give direct subsidies to the art consumers. The direct subsidies to the consumers are based on the presumption that by lowering the price the demand for the arts will increase, especially for those who do not have sufficient financial resources to consume art.  Although this presumption seems to contradict the common economist belief of price inelasticity of demand for the arts, studies show that for the average-income group, price elasticity does exist. A price-lowering instrument like the KKR therefore should be more attractive for the middle-income segments than the very rich. 

The direct subsidies to the art consumers can be taken in many different forms; such as in the performing arts, the tickets are highly subsidized by the government by compensating the production cost and the revenues shortage of the producers and the venues. Furthermore, in the Netherlands, the VAT (value added tax) for the art and cultural goods is set extra low compared with the normal goods (6% to 19%). Another common form of direct subsidies to the consumers is the coupon or voucher system, which is similar to the concept of the KKR. The advantage of the voucher system is that the government stays away from the artistic judgment and leaves it up to the consumers to decide. This kind of subsidy system therefore avoids the probable 'expert art' issues that are rather common in a granting system where the selection is made by experts, and also excludes the possibility that political considerations will affect the allocation of public support to the arts. 
However, the voucher system often encounters two kinds of problems: the selection of participating art providers and the identification of the target group. If the selection criteria are biased or too narrow, it will limit the range of choice for the consumers; and if the target group is not clearly identified, the policy will face the deadweight loss and raise the criticisms of further worsening the unfair income distribution between the rich and the poor. 

Those two problems are exactly what the KKR are facing at this moment. The government over-emphasizes 'artistic quality' control and relatively ignores the professional performance of the galleries which has created a series of unintended consequences on the behaviors of the galleries and artists, while the effectiveness of the KKR on the financial aspect is rather doubtful due to the absence of a clear definition of target group.  

7.1.2 The effectiveness of the KKR 

The KKR is considered a 'very successful' instrument. According to the executive organization the Mondriaan Foundation, the successfulness of the KKR can be easily observed by the fact that 'with a very little investment' it has 'generated a very high return'.  As argued in Chapter 5, this is basically a false statement. The statement takes the ratio of the 'investment (interest paid by the KKR)' to 'return (art selling price)' as an evidence of its efficiency; however this ratio is largely predicted by the interest rate, since the amount of paid interest is calculated with a certain interest rate and is by nature a proportion of the total selling-price. Furthermore, when the growth curve of the KKR selling turnover and that of the total art selling in the Netherlands are compared, it shows no significant correlation except that both of them showed positive growth before the economic crisis. It is therefore difficult to prove that the growth of the KKR selling has any direct influence on the total art selling. 
However the data that the Mondriaan Foundation uses to justify the efficiency of the KKR do yield some interesting information: 1. the average price of artworks rises constantly; 2. the number of artworks and the total purchase prices of the KKR have increased significantly since its implementation. The results show that there are more artworks sold by the KKR now than before and the artworks sold by the KKR also become more expensive. 

Unclear effectiveness with respect to financial benefits of the KKR

My empirical research shows that the financial benefits of the KKR to the participating galleries are inconclusive as well. Although it is generally believed that 'the KKR helps', the financial benefits to the galleries are not evenly perceived: some galleries use it much more than other galleries. The executive officers denied the knowledge of such a phenomenon, but admitted that they constantly move the budget around from the 'unused' budget from some galleries to the others that 'need more'. However by allowing this situation to happen, it first makes the policy inefficient – the budget is not properly measured and distributed; secondly it encourages certain galleries to develop a strong dependency on the KKR because they are allowed to use the KKR even when they have exceeded their due budget. Some galleries claimed that 70% of their annual turnover is from the KKR selling; it could be quite devastating if those galleries cannot use the KKR anymore.

Most gallery owners believe the KKR can 'push through a deal that otherwise cannot be made' and use it as a persuasion tool to encourage people to 'buy more' and 'buy better (more expensive) stuff'. This result echoes the data of the Mondriaan Foundation, the average prices of artworks sold by the KKR has increased and more artworks are sold by the KKR. The regular clientele of the KKR are mostly the people who are quite well-off; on the other hand,  the middle-income groups are still largely incidental clientele, characterized as young couples purchasing artworks for decorative reasons. Although this does not mean that the incidental clientele is insignificant for the gallery business, but it shows that the KKR does not have a strong influence on turning those art buyers into regular art buyers and collectors.  

Limited offers

Although the effect on the financial benefits of the KKR for the galleries remains unclear, the financial benefits for the consumers are undoubtedly there. The KKR can increase the purchase capacity of a consumer at least a few times more than his or her current purchase capacity; it can also widen the research range and enable the consumer to purchase something more appealing to him than his budget would allow. Furthermore, the compensated interest is of course a real benefit: the same amount of money that is supposed to make the full payment now can stay in the bank where it keeps generating saving interest, while the loan interest is compensated by the government. 

Why are there not even more artworks purchased by the KKR, since it is so beneficial for the consumers? As the statistic shows, the annual turnover of the KKR hardly exceeds 10% of the total art sales in the Netherlands. One of the answers might be the nature of the KKR as a loan, which involves the application procedure and paperwork, and some consumers might find that too troublesome and choose not to use the KKR. Furthermore, the offer is limited. The KKR is only offered by selected galleries, and although geographic spread has been taken into consideration, most selected galleries are still highly concentrated in the major cities of the Netherlands. The selected galleries are also characterized as galleries that sell and promote innovative and avant-garde art; this art style may not be attractive to most consumers.   

Expert art and the 'Club'
The limited offers created by the quality selection of the executive organization is closely related to the objective of the instrument: stimulating the purchase of 'quality art'. Although the executive officers believe that the artistic styles of the KKR galleries are 'diverse' enough, it still shows a strong unbalance between innovative art and other art styles that involve applying more traditional techniques. The large number of repeat beneficiaries of the KKR and an obvious overlap between those galleries and the repeat participants of prestigious art fairs indicate that there is a distinct group of Dutch galleries that are favored by the experts, whether they are hired by the government or by a private organization. Those galleries are viewed as the elite among all galleries, and it is believed that they have formed a 'Club'-like circle that excludes other galleries from sharing their prestige and privileges. 

This 'Club' is, according to the non-member, a creation of the KKR. The KKR is the most structured and long-existing government assistance to the galleries. Taking the RSK into consideration, this system has been implemented for more than 25 years. The quality criteria that are used as the most important factor in selecting the participating galleries, have been set up in 1992, when the Council for the Arts proposed the hierarchy of galleries and placed the innovative and avant-garde galleries as the highest in the hierarchy. Most of the everlasting participants of the KKR were also the participants of the RSK too. 

The quality criteria on the one hand become the ground for the selected galleries to use this quality stamp as a quality guarantee to their customers s, on the other hand direct the galleries to a certain artistic direction that the government and their experts prefer. However it is still a rather 'nobody wins' situation both for the selected and non-selected; while the non-selected suffer from the negative image of 'commercial' and 'less quality', the selected galleries submit their function as gatekeepers to the government experts and feel obligated to follow the instruction of the government because they have developed a dependency on government assistance and approval. 

Furthermore, those galleries are encouraged to sell and promote the style of art 'that is difficult to sell' as well as the young artists, which leads to their financial vulnerability and constant need for public assistance. 

The contaminated consumer sovereignty

As mentioned the KKR is a consumer subsidy. If the central value of the direct consumer subsidies, as some economists would suggest (e.g. Frey & Pommerehne, 1989),  is giving the public the freedom to decide how they want to allocate their share of public resources, the quality selection of the KKR then obviously violates this principle. Furthermore, the freedom of choice, according to the galleries owners, is exactly one of the most important aspects for the consumers to use the KKR: the KKR increases their purchase capacity, frees them from the budget restriction and therefore allows them to choose from a wider range of artworks. To let this aspect fully function, the executive organization of the KKR may need to consider to abandon the quality selection and allow the market - the galleries and the consumers - to decide and define 'what (good) art is. 
7.1.3 The impact of the KKR on the Dutch art market

Three research questions have been identified in Chapter 1, and based on my empirical research results I will briefly answer these questions in the following paragraphs. On the basis of those remarks, a few recommendations will be presented in the next section.   

1. To what extent does the KunstKoopregeling stimulate the art market in the Netherlands?
The evidence to support that the KKR has stimulated the total art sales in the Netherlands is inconclusive; its effectiveness in this aspect cannot be verified nor disputed. It is however obvious that the number of artworks sold by the KKR has increased significantly over time. It might signify a formation of a new consumption habit: more and more people consider applying a loan to purchase art an attractive idea. The higher average price of the artworks sold by the KKR indicates that the KKR helps to increase the acceptance of consumers of higher priced artworks. The KKR can also significantly increase the purchase capacity of the average-income groups of art buyers. However, the KKR still fails to target this group of art buyers and provide them with sufficient incentive to become regular art buyers. 
2. In which ways does the KunstKoopregeling contribute to or hinder the demand of contemporary art? 
The strict quality selection and the preference of the selection committee over innovative and experimental art limit the range of artworks offered by the KKR. They not only violate the spirit of the KKR as a direct consumer subsidy to the art buyers, but also influence the supply of art other than the innovative art. The long term influence of these quality requirements has created an ideology that 'only' innovative art is good, which leads the galleries to oversupply the innovative and experimental artworks or invest in the less profitable types of art and artists, and particularly in costly promotion of young artists. On the other hand, the demand for this type of art does not significantly increase. Most of the artworks sold by the KKR are still relatively more accessible in styles and prices.

The exhibitions of highly conceptual and innovative art hold by the KKR galleries, which are strongly encouraged by the selection committee, may further worsen the high threshold image of the galleries. Furthermore, the perception of 'what good art is' has become much narrower, anything that falls outside the range of innovative art is generally marked as 'commercial' and therefore 'not-good-art'. Although the demand for artworks with more traditional styles and techniques may not necessarily decrease due to the KKR, it surely becomes less encouraging for the artists to pursue a career in these types of art, as well as for the galleries to representing these types of art. Nevertheless, the consumer preference does not change with this shift of focus in supply. Consumers might turn to artworks from other countries which still possess the elements of their preference.

3. What impact does the KunstKoopregeling have on the behavior of gallery owners and consumers?

The KKR has set up three different kinds of criteria in selecting the participating galleries: formal, professionalism and quality criteria. The repeat participants have internalized those requirements, especially concerning the professionalism. The gallery owners believe that the galleries should be open to the public, hold exhibitions regularly, participate in art fairs, and they are more willing to exhibit young artists’ artwork. On the other hands, the quality stamp implication of the KKR creates a dependency of galleries on government approval, and helps to form a class of social elite inside the art market. The newcomers and outsiders of this 'Club' may feel excluded and intimidated. The KKR therefore contributes to the polarization of the Dutch art market.

The consumers are also suspected to develop a dependency on government compensation. From the former ASK to the present day KKR, the direct subsidies to art buyers have been implemented in the Netherlands more than 50 years. The significance of this influence is yet unclear. Furthermore, the consumers have developed their own way of using the KKR, which is using it like a 'savings program'. However this function is not yet acknowledged by the executive organization.
7.2 Recommendations

Based on the finding mentioned above, the following recommendations are made for the possible modifications of the KKR regulations; furthermore, in view of a privately initiated arrangement that has emerged, deliberating the new role of the KKR in the context of the existence of the NKK is of course a necessity.

1. Abandon the artistic quality criteria 

Based on my empirical research, it is very clear that the artistic quality selection has a very limited result in directing the preference of the consumers, but has created abundant negative influence on the ecology of the Dutch art market. Considering that there are already plenty of government grants and subsidies that use the expert committee as the selection mechanism, it is then especially important to let the consumer sovereignty aspect of the KKR fully function. On the other hand, the professional criteria should be particularly reinforced, and also more strictly controlled. It is predictable that the executive organization will then use the limited budget as the justification for the stricter selection, and because the professional requirements are much easier to be fulfilled, it is then difficult to distinguish roughly 150 galleries to participate in this arrangement. Therefore it comes to next recommendation: extend the scale of the KKR.

2. Extend the scale of the KKR

The statement that is used most frequently by the advocates of the KKR - 'little investment generates significant returns' – also marks the limitation of the KKR. Due to the need to operate under such a restricted budget, the number of participants is limited to around 150. When the KKR first implemented, the number of the professional galleries in the Netherlands was much smaller than today; the quota of the KKR participants however does not change with the variation of the number of galleries with time. It is only reasonable that the Ministry should reexamine the budget and allow the number of participants to increase to the most optimal amount that can best serve the objectives of the instrument. 

An alternative solution is to terminate or privatize the KKR; however considering the galleries' dependency on government approval and assistance, and the impact of economic crisis, the sudden privatization or termination the KKR can cause great difficulties for the some galleries that are highly dependent on the KKR. Nevertheless, as the history has told us, most galleries have survived the termination of ASK and the RSK; the impact of its termination, might not as devastating as many would suspect.  
3. Re-identify the target group

Since the first recommendation is abandoning the quality criteria, it seems to imply that the current objective – stimulating the purchase of quality art – has to be modified too. It however does not mean that a 'new' objective needs to be applied on this arrangement, but re-define the focus. Although the executive organization claims that the earlier objectives in the RSK, such as socio-economical redistribution, support for the artists and galleries... etc., have been removed from the current instrument design, those objectives are always embedded in the regulations and common perception of the KKR. The special arrangement for CJP-card holders and the endeavor to provide the KKR to an 'as-broad-as-possible' clientele, keeps accentuating the importance of offering the KKR to the people other than the rich. The significance of the KKR turnover to the galleries and therefore also the income of artists are always viewed as an evaluating point of the KKR’s effectiveness. 

To reinforce those aspects, especially concerning the socio-economical redistribution, the executive organization needs to re-identify the target group. It probably will be too ambitious to include the less privileged in the target group, but in order to attract more average-income people to become (regular) art buyers, a few modifications in the regulations might be essential to reach this objective. The 'savings program' concept for example, with regulations designated for this purpose can be very attractive for the average income group who would like to regularize their expense in art consumption. The CJP-card holder arrangement, on the other hand, has been generally remarked by the gallery owners as 'not effective at all'; the policy makers might need to find a way to reactivate the CJP-card holders, or abandon this special arrangement.  

4. Restart communication with the galleries 

My empirical research shows that there is already a high amount of discontent from the gallery owners toward the KKR and especially the selection mechanism. Their perception about the KKR is sheltered by incomplete information, rumors, misunderstandings, and occasional disagreements that have been accumulating for years, due to lack of direct communication with the executive organization. In order to regain their trust and revive their enthusiasm in promoting the KKR to their customers, the executive organizations must restart the communication with the gallery owners. Furthermore, supposed that the scale of the KKR has been extended and more galleries are allowed to participate in this arrangement, the executive organization must hold a few regional meetings open to all galleries in that region to explain their new policy objectives, selection procedure and criteria. 

5. Promote the KKR beyond the current circle

The KKR is mostly promoted inside the (visual) art-lover circle, and the most important promoters are the gallery owners. However for a general art lover, who has an average income and a stable job, who enjoys visiting museums and other sorts of so-called 'high art', he might never set foot into an art gallery or visit the art fairs, because he believes art possession is something too far away from his life. He probably has never heard of the KKR. As all galleries owners agreed in the interviews, the incidental clientele is typically the young couples who want to 'buy something nice for their house'; studies also shows that the art buyers are also keen consumers of other art forms. The executive organization therefore should consider promoting the KKR in life-style, housing, DIY and design shops, and also bookstores, libraries, performing arts venues and even trendy restaurants.  In order to extend the population of art buyers, the executive organization must take a more pro-active attitude in promoting the KKR.

6. Re- deliberate the role of the KKR 

The existence of the NKK accentuates the complicated significance of the KKR for the gallery world. It is seemingly a simple marketing strategy that is widely applied in normal goods, and its effectiveness should be purely financial. However due to the long history of the quality judgment embedded in the Dutch direct subsidies to the art buyers, it becomes a symbol of government approval and status, and also becomes a part of the self-identity of the galleries. The NKK thus stands in an unfavorable position when it competes with the KKR.  The executive organization needs to redefine the role of the KKR in the current art market and its relationship with the NKK. Shall the KKR stay as a competitor of the NKK, or as the Council for the Arts suggested in 1992, the KKR parallel with the private one and each serves for their distinct target group? If the latter is the approach that the executive organization would like to apply, a conversation must be started between the NKK and the KKR, and a clear definition of target group must first be found before any fruitful result can emerge.  
7. Research the possibility of privatizing the KKR

It should not be forgotten that the RSK – the forerunner of the KKR – was a private initiative; the government took over this arrangement as a token of supporting the galleries. The current situation is that the government instrument becomes the competitor of a similar private arrangement. Nevertheless, as argued in the Chapter 5, the sudden abolishment of the KKR might lead to the termination of the NKK, since the competition has disappeared. The government should certainly conduct a research investigating the possibility of privatizing the KKR. However such a research might not lead to a meaningful conclusion, whereas the KKR gallery owners are psychological and financially dependent on the KKR, and they might tend to conceal their true opinion in order to prolong the KKR. 
It is thus foremost important to abandon the quality criteria and normalize the competition by allowing more galleries with a different artistic focus to participate in the KKR. The possibility of privatizing the KKR might sequentially emerge when the galleries are no longer dependant on the KKR, psychological and financially.

7.3  Suggestions for Future Research

The Dutch direct consumer subsidies have influenced the art market for over 50 years; the development of its impact on consumer behaviors however has not yet been investigated. Has the consumer habit actually changed due to those direct consumer subsidies? What is its long term effect on consumers’ perception of art? Has art possession actually become a more accessible concept for the consumers? Such a research that examines the influence of the direct consumer subsidies on the art consumers is certainly essential when it comes to the point of evaluating the effectiveness of this type of subsidies. Furthermore, it will be very beneficial for the government cultural officials who are contemplating to change the direct consumer subsidy system to foresee the possible outcome and the consequence of its implementation.

Furthermore, as to the issue that the financial effectiveness of the KKR in the Dutch art market in general cannot be verified or disputed, because an identical art market without the KKR in the same time period cannot be found or created in order to see the difference with or without the KKR; there are a few possibilities to conduct a research that at least can provide some meaningful comparison. First of all, one can conduct a research comparing the art selling turnover in the Dutch-speaking region Flanders of Belgium and the development of its art market over period of time with the data of the Netherlands, since the cultural characteristics of Flanders region are relatively similar to the Netherlands. 

Another possibility is to study the art market in the window period between the ASK and RSK (1979-1984) and see how the Dutch art market functioned in that time, when the direct consumer subsidies were not present. The period between the RSK and the KKR might provide an even more conclusive result, since these two arrangements are almost identical; however this period lasted less than two years and furthermore the galleries were first fighting against the termination, and then were expecting the implementation of the new arrangement, making it rather dubious that a meaningful result can be found in such a study.
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Appendix A

1. Sample of the interview questionnaire for the KKR galleries

Date/ Time: 

Location: 

Gallery: Galerie 

Interviewee: 

Participating in the KunstKoopregeling: 

Participating in the Nationale Kunst Koop: 

Presenting the KunstKoopregeling on the website/in the gallery with clear indications:
Address: 

Telephone number: 

Website: 

e-mail: 

How long have you been participating in the KunstKoopregeling?

What is the reason for you to take part in the KunstKoopregeling in the beginning?

What is the procedure for the selection?

What do you think of this selection procedure?

Do you think the procedure is fair and sound? Do you agree with those criteria?

Does the KunstKoopregeling really help? 

What kinds of people are actually using the KunstKoopregeling the most? (rich/middle class, collectors/first time buyers)

What kinds of artworks are sold mostly by the KunstKoopregeling? From what kinds of artists? (famous/starters)  

Do you think the KunstKoopregeling is necessary for your business?

What if you can’t take part in the next year, do you think that will affect your business?

What do you think of the NKK? Will you consider participating in the NKK if you cannot be in the KunstKoopregeling anymore?

Do you think the galleries in the KunstKoopregeling form a club-like small group? What do you think of that? Do you feel that you belong/are excluded from this group?

Do you think the KunstKoopregeling is a quality stamp? What do you think of that? Do you agree with that? Does this have any influence on your business?

2. Sample of the interview questionnaire for the NKK galleries

Date/ Time: 

Location: 

Gallery: 

Interviewee: 

Participating in the KunstKoopregeling: 

Participating in the Nationale Kunst Koop: 

Presenting the Nationale Kunst Koop on the website/in the gallery with clear indications: 

Address: 
Telephone number: 

Website: 

e-mail: 
How long have you been participating in the Nationale Kunst Koop?

What is the reason for you to take part in the Nationale Kunst Koop in the beginning?

How did you get into touch with the Nationale Kunst Koop and how does it actually work? 

Does the Nationale Kunst Koop really help? 

What kinds of people are actually using the Nationale Kunst Koop the most? (rich/middle class, collectors/first time buyers)

What kinds of painting are sold mostly by the National Kunst Koop?(commercial/artistic)

From what kinds of artists? (famous/starters)  

Do you think the Nationale Kunst Koop is necessary for your business?

What do you think of the Nationale Kunst Koop? Have you considered to apply for the KunstKoopregeling? Have you tried that before?

Do you think the galleries in the KunstKoopregeling form a club-like small group? What do you think of that? Do you feel that you belong/are excluded from this group?

Appendix B - description of the interview sample

Among the 15 gallery of the owners I have interviewed, 11 galleries are currently participants of the KKR. 5 of 15 galleries are repeat participants since the implementation of the KKR, besides them there are another 7 galleries that appear on the KKR list more than 6 years continuously. 4 galleries are current members of the NKK; among the 11 current KKR galleries, 4 galleries appear on the list of the NKK, however all gallery owners of those 4 galleries denied participating in the NKK.

The characteristics of those galleries concerning the research topic of this thesis are presented in the tables listed below.

Table B. 1  Participation repeat frequency in the KKR

	Participation repeat frequency 


	Number of galleries in the interview sample
	Total number of galleries with the same participation frequency

	The full participants (14 years)
	5
	58

	Frequent participants  (more than 6 years but less than 14 years)
	7
	105

	Irregular participants (less than 6 years)
	1
	72

	Non-participants (never)
	2
	-

	Total
	15
	235


* The full participants refer to the galleries that have participated in the KKR since its official implementation till now (1997-2010), in total they have been selected for participation for 14 years. There are galleries that participate in this arrangement one or two years later; although their participation shows almost the same amount of constancy, they are placed in the second category - the frequent participants. The irregular participants refer to the galleries that have participated in the KKR less than 6 years. Although the KKR application only happens once every two years, and the admission is valid for two years, some galleries fail to stay in the arrangement before the time is due; in order to be precise, each year of participation is counted as one. The 14 times of participation thus signifies that those galleries have been participated in the KKR continuously for 14 years.

Table B. 2  Location of the galleries

	Locations
	Number of KKR galleries in the interview sample
	Total number of KKR galleries in the same geographic location
	Number of galleries in the interview sample

	The Randstad


	Amsterdam
	4
	94
	4

	
	Rotterdam
	2
	15
	2

	
	The Hague
	2
	16
	2

	
	Utrecht
	1
	7
	1

	
	Total
	9
	132
	9

	Other locations than the Randstad
	2
	103
	6

	Total
	11
	235
	15


Table B. 3  Participation in art fairs

	Art fairs


	Number of participating galleries in the interview sample
	Number of KKR participating galleries in the interview sample
	Total number of KKR participants in the art fair
	Total Dutch participants in the art fair

	Art Amsterdam 2010
	9
	8
	66
	96

	Art Rotterdam 2010
	4
	4
	43
	48

	Affordable Art Fair 2009
	4
	1
	5
	59


Appendix C -  List of interviewed galleries:

Galerie A d K Actuele Kunst

Animaux Galerie/ Galerie Christian Ouwens 
Artitled! Contemporary Art 

Bianca Landgraaf Galerie 

de galerie
Livingstone Gallery

MKGalerie
Galerie Molenaars
Galerie Nouvelles Images

Reflex Art Gallery
Smarius Galerie

Steendrukkerij Amsterdam
Utrecht Gallery
Wanrooij Fine Art
Galerie Witteven  

� Beeldende Kunstenaars regeling, an arrangement that artists can submit his works to the local social work office, in exchange for money for living and professional cost.


� This statement is widely presented in all kinds of documents, news articles and promotion material. To mention a few: Blans I., 16 november 2007, Minister Plasterk dreigt Nederland saaier te maken. De Volkskrant. OPINIE.; or Jongenelen, S. 2005. ‘Kunst kopen zonder rente’. Verzamelen!. Rijswijk: P/F Kunstbeeld, 14-17 


� Hollak, R. 19 september 2007. Groot onbegrip over afschaffing ‘kunstkoopregeling’. NRC Handelsblad.


�The MA, de Regeling financiële ondersteuning voor museale aankopen moderne beeld kunst, the financial support for museum purchasing modern visual arts arrangement.


� This information can be found on the flyer of the KKR and the website designed as the platform of the KKR, de KunstKoop: http://www.dekunstkoop.nl/. Retrieved 10 June 2010.


� In earlier published document in 2002, one more restriction to the purchasers was mentioned: the applicant must live in the Netherlands or register the Netherlands as his regular living place continually for the past 18 months (see: KunstKoopregeling. 26 August, 2002.Staatscourant 162: 12). This restriction is now removed from the office website.


� Only when the purchaser wants to apply the loan jointly with his/her partner. This information can be found on the request form (Aanvraag Geldlening) of the KunstKoopregeling.


� The applicants are asked to submit the original of the following documents: 1.recent salary specification and/or the statement of other incomes of the applicant (and of the partner, if the loan is applied jointly); 2.recent yearly turnover reports (if the applicant owns a business), or income tax assessment; 3.one copy of a valid passport or driving licence of the applicant; 4.the yellow page from the contract with gallery; 5.an original recent bank statement.


� This budget ceiling is calculated based on the gallery’s turnover in previous years (Staatscourant, 2002: 12).


� During a school trip in Berlin, the students of the Master Art & Culture Studies Programme Cultural Economics & Cultural Entrepreneurship visited the Projekt Zukunft (Project Future) office — a Berlin Senate Initiative for structural change in Berlin as an information and knowledge society – and listened to the brief of Mrs. Eve Emenlauer-Blömers, Senate for Economy, Technology and Women / Project Future Berlin. During the briefing, Mrs. Emenlauer-Blömers expressed her strong interest in the KKR and described it as 'a great idea'. She also mentioned that she was planning to introduce a similar arrangement in Berlin.  





� One may say the artworks purchased and owned by private persons, just as the artworks sold by the KKR, should be considered 'private goods'; those artworks can however still provide collective benefits to the society  which will be elaborated in following sections in this chapter. Here we can just consider the possibility that one artwork is purchased by the KKR and later donated to the public museum. This painting therefore is back to the public domain without losing its value by earlier consumption and no longer excluding other people to consume this artwork. Some may argue that without the intervention of the government to cultivate such demands in the first place, this artwork might not be preserved or even made.


� Eecke argues that it is impossible to understand the true desire of the public towards public funding of art. Even if such a measurement has been conducted and suggests a specific amount of public expenditure in the arts, it can only be used as an indicator of 'whether or not to provide the good', but not 'how much to tax citizens for a particular good' (Eecke, 1999: 151).


� Willingness to pay, however, is considered an instrument to understand the public’s desirability.  Throsby and Withers (1983, cited in Heilbrun & Gray 2001: 232) carried out a survey to find out whether or not the public believe there are external benefits from art and culture and if so, how much they would be willing to pay for them. Besides the actual result (overall acceptance of public benefits of the arts), the research shows that people have an incentive to overstate or understate their true willingness. 


� See the Table 6 ‘the cultural participation in eight European countries’ in Ploeg, vd. F. 2005. The making of cultural policy: a European perspective. CESIFO working paper No. 1524.  


� The artworks sold by the KKR however should not be considered as 'pure private goods'. As mentioned above, the market failures argument is exactly the reason for the government intervention to the art market; the KKR is built on the presumption of market failure and itself is already a measurement to intervene the natural mechanism of the market. Furthermore, the ideal concept of 'pure private goods' requires allowing the market to work fully (Eecke, 1999: 143).


� However, Throsby and Withers’ research in Australia in 1974 indicates that unequal benefit of public subsidies to the arts for upper- and lower- income group: the upper-income groups benefit from subsidies to the arts more than the taxes they paid to support them while the benefit falls short of taxes paid by those of lower income (Throsby & Wither, 1979).


� See the official website of the KKR: http://www.dekunstkoop.nl/ [06.2010]


� The other essential part of this argument is the non-monetary reward of  the artistic profession. Thorsby (1992), Towse (2001), Withers (1997) and Abbing (2003 & 2002) have elaborated this aspect in their researches. Although artists gain lower wages in general, they actually receive many non-monetary rewards in the form of recognition and status; in other words, the psychic incomes they receive from their profession compensate their monetary lost from the opportunity cost. Government subsidies therefore will only increase their artistic outputs since that enable the artists to cut down their non-artistic activities (i.e. a second job) in order to support themselves and work longer in their artistic activities.


� In the original text in their book Muses and Markets, Frey and Pommerehne suggest that the government should lift the regulations that contribute to stagnating the organizational efficiency and fossilizing the existing structures, such as strict working hours limitation and unredeemable budget surplus). On the other hand, regulations such as copyrights, droit moral and droit de suite make it possible for the creators of an artistic act or object to reap their due financial rewards (Frey & Pommerehne, 1989: 181-182).


� A good example can be found in the argument of controversial art, particularly in the case of senator Jesse Helms versus the NEA (National Endowment for the Arts) in United States (1989-1990), which raises the contradiction between artistic freedom and political objectives. Rushton (2000) has elaborated on the arguments surrounding this case, please see: Rushton, M. 2000. Public Funding of Controversial Art. Journal of Cultural Economics 24: 267–282 


� The most commonly mentioned reason is that the Netherlands is a welfare state where the income is redistributed by the proportional tax rate. Any group of citizens, with high income or not, have the right to request the certain goods that they desire should be provided to them sufficiently with the help of government intervention. Especially combined with the merit goods argument, a welfare state like the Netherlands should then takes responsibility of ensuring such goods provided with high quality and lower prices (O’Hagan, 1998: 62). 


� The importance of the quality is especially accentuated in Throsby's study on consumer demand. Throsby, C. D. & Withers, G. A. 1979. The economics of the Performing Arts. London: Edward Arnold., 27-35


� The predecessor of the KKR, the Rentesubsidieregeling, was brought into play in 1984 and considered a great success too. However it does not appear in Fenger's article. This may be due to the fact that the successfulness of the Rentesubsidieregeling in the early years was only obvious to the gallery owners and cultural officers from the government; the general public still held a rather suspicious attitude toward it (see 2.2.3).


� From 1998-2002, Van der Ploeg was the State Secretary for Culture and Media (staatssecretaris voor cultuur en media) in the cabinet Kok II.


� Other reports with the same research focus but in different time periods are:  Vinken, H. & Dun, L. van. 1994. Beeldende Kunstbeleid WVC. Subsidies, Opdrachten en Aankopen 1984-1991, Vinken, H., & Dun, L. van.1995. Beeldende Kunstbeleid OCenW. Subsidies, Opdrachten en Aankopen 1989-1992. Vinken, H. & Dun, L. Van. 1996. Beeldende Kunstbeleid OCenW. Subsidies, Opdrachten en Aankopen 1990-1993. Vinken, H. 1998. Beeldende Kunstbeleid OCenW, Subsidies, Opdrachten en Aankopen 1988-1995. Vinken, H. & Wiekeraad, M. 1999. Beeldende Kunstbeleid OCenW, Subsidies, Opdrachten en Aankopen 1996 en 1989-1996. Vinken, H., Wolf, de A & Wolput, van B. 2001. Beeldende Kunstbeleid OCenW, Subsidies, Opdrachten en Aankopen 1990-1999...etc.


� This IVA report and those mentioned below are from another series which focuses more on the cross-examination of the effectiveness of the all sorts of government instruments in different periods, and generally focuses on the artists. Ijsdens, T., Mariën, H. & Vloet, A. 2005. Statistiek van Landelijke Subsidieregerlingen voor Beeldende Kunst 1999-2003; IJsdens, T. & Mariën, H. 2007. Statistiek van Landelijke Subsidieregerlingen voor Beeldende Kunst 2001-2005; IJsdens, T. & Mariën, H. 2007. Het Landelijk Subsidiestelsel voor Beeldende Kunst 1984-2005. ...etc.


� BKVB Foundation (Fonds voor Beeldende Kunsten, Vormgeving en Bouwkunst, the Netherlands Foundation for Visual Arts, Design and Architecture) is a granting body for different kinds of grants and subsidies for individual artists and art projects.


� This table is translated from Dutch to English on the basis of IJsdens and Mariën's table in:  IJsdens, T. & Mariën, H. 2007. Het Landelijk Subsidiestelsel voor Beeldende Kunst 1984-2005: Bereik, Structuur en Doorstroming. Tilburg: IVA Beleidsonderzoek en Advies, 8, Figuur II. Typering van subsidiesoorten.


� Wwik (De Wet Werk en Inkomen Kunstenaars, the Artists' Work and Income Scheme Act) is not exactly an art-related subsidy. It falls under the jurisdiction of the Ministry of Social Affairs and it is by nature a social security payment especially for artists. Whoever works as an artist can apply for this welfare payment. Artistic achievement is not a crucial criterion.


� One of the major arguments that the advocator of the KKR often use is its low cost, which is clearly presented in � REF _Ref267389396 \h � \* MERGEFORMAT �Table 1�.


� The connection between the expert-evaluated subsidies and grants can be shown by the fact that many artists have benefited from more than one of them. They start with the subsidy for art academy graduates (startstipendia) and move on to income subsidies for artists with less income (Basissubsidies or Basisstipendia), in between they apply for subsidies for individual projects, accept government commission assignments and sell their artworks to museums (Museumaankopen) or to individual art buyers (KunstKoopregeling) , and if their income is still lower than minimum wage, they can apply for the special social security payment for artists (Wwik).  The KKR and Wwik are by definition of the IVA research not expert-evaluated subsidies, but there is no regulation forbidding artists to profit from them when receiving other subsidies.


� The IVA report did not state clearly the source of this list. For further information, please see: � HYPERLINK "http://www.elsevier.nl/web/Auteur.htm?dbid=177&typeofpage=71806" �Simons�. R. 6 May 2006. De beste 100 Nederlandse kunstenaars - Wie heeft het meeste succes? Elsevier. http://www.elsevier.nl/web/Artikel/170071/Omslagartikel-De-beste-100-Nederlandse-kunstenaars-Ranglijst-Wie-heeft-het-meeste-succes.htm. Retrieved in 15/06/2010.


� Bosch, K. et al. 2007. Vraagonderzoek naar Hedendaagse Beeldende Kunst. Den Haag/Amsterdam: Stichting Artes/Motivaction.


� The data of the KKR participating galleries are collected from the annual reports of the Mondriaan Foundation. Lists of participants of NKK, Art Amsterdam 2009 and 2010, Art Rotterdam 2010, Affordable Art Fair 2009 and  the list members of current NGA members are found on their official website.


NKK: http://www.nationalekunstkoop.nl/deelnemende%20galeries/index.html [Retrived 06/2010]


Art Amsterdam 2010: http://www.artamsterdam.nl/exhibitors.htm [Retrived 07/2010]


Art Amsterdam 2009: http://www.artamsterdam.nl/2009/participants.aspx [Retrived 07/2010]


Art Rotterdam 2010: http://www.artrotterdam.nl/nl/deelnemers [Retrived 07/2010]


Affordable Art Fair 2009: the official website of art fair in 2009 is removed.


NGA: http://www.galeries.nl/nga_headern2.asp?b=3[Retrived 07/2010]





� The SBBK also known as 'Contraprestatieregeling' ( the Quid Pro Quo Scheme).


� It is not difficult to see that in the original design the maximum purchase price (3000 guilders), the maximum grant (300 guilders) and the subsidy rate (35%) per purchase did not really add up. The 300 guilders maximum grant only made up 10% discount for 3000 guilders artwork and only artworks that were priced below 850 guilders could benefit from the whole amount of 35% discount. The ASK therefore is more beneficial for purchasing cheaper artworks and in this way provides an incentive for fraud (see following sections).     


� De Beeldende Kunstenaars Regeling, also known as Contraprestatieregeling (Quid Pro Quid Scheme).


� Kunst Kopen met Kredietverlening: Ministerie van WVC Stimuleert Kunstaankopen Particulieren met Rentesubsidie. BK-Informatie, 6 (5), October 1984: 9-10


� Ibid.


� This percentage is calculated from Table 8B in Gubbels' research: Gubbels, T. 1992. Kwaliteit op Krediet: de Rentesubsidieregeling Kunstaankopen 1984-1990. Amsterdam: Boekmanstichting, 45


� The historical development of the prestigious art fairs in the Netherlands and its relation with the Dutch avant-garde galleries can be found in Gubbels' 'Korting en Krediet voor Beelddende Kunst'. Boekmancahier, 7 (24): 197-198; and Gubbels, T. & Voolstra, G. 1999. Passie of Professie, Galeries en kunsthandel in Nederland. Amsterdam: Uitgeverij Uniepers Abcoude.





� Raad voor de Kunst adviseert over Rentesubsidieregeling 1993/1994. BK-Informatie, 14 (7), 30th October 1992: 8-9. 


� Jongenelen, S. 26th September 1997. Animo voor Kunstkoopregeling Valt wat Tegen. Het Financiële Dagblad.


� Raad voor de Kunst Adviseert over Rentesubsidieregeling 1993/1994. BK-Informatie, 14 (7), 30th October 1992: 8-9.


� Speech of the Ministry of Wellbeing, Public Health and Culture, H. d'Ancona in the opening of a new galery complex building in Lijnbaangracht in Amsterdam, 15 October 1993, cited in T. Gubbels. 1995. Korting en Krediet voor Beelddende Kunst. Boekmancahier, 7 (24): 200


� Nuis Handhaaft Regeling Rentesubsidie Kunstaankopen. 9 November 1994. Trouw. 


� Kunst Kopen met Kredietverlening: Ministerie van WVC Stimuleert Kunstaankopen Particulieren met Rentesubsidie. BK-Informatie, 6 (5), October 1984: 9-10


� Jongenelen, S. 26 September 1997. Animo voor Kunstkoopregeling Valt wat Tegen. Het Financieele Dagblad.


� Henkes, P. 1996. Henriëtte Mulder vs O.C.& W. Tableau. 18(6) zomer: 53


� Whereas the documentation of the RSK is not as abundant that of the KKR, the regulations of the RSK may seem simpler. It may, however, not be the case. The information of the RSK listed in this table, partly comes from the report in BK-Informatie (1984) and partly from the Gallery Admission Regulation (Toelatingsregeling Galeries) announced by the Ministry of WVC in1984 and 1989, and is supplemented by Gubbels' research.      


� In 1996, minimum price was f 1,250, maximum loan was f 10,000. After the consultation with two major gallery associations (the NGV and GbN) in 1998, the maximum loan and minimum price are altered based on their suggestions (Jaarverslaag Mondriaan Stichting. 1998. Amsterdam: Mondriaan Stichting: 233)


� Jaarverslaag Mondriaan Stichting. 2007. Amsterdam: Mondriaan Stichting: 10


� Jaarverslaag Mondriaan Stichting. 1996. Amsterdam: Mondriaan Stichting: 199


� For example, the Mondriaan Foundation cooperated with the Boekman Foundation and held a roundtable discussion on 13th March 2001. The report is published under the title of 'Kunst te Koop!'. T. Gubbels & I. Janssen (eds.). Kunst te Koop! Artistieke Innovatie en Commercie in het Nederlandse Galeriebestel. Amsterdam: Boekmanstudies/ Mondriaan Stichting


� Jaarverslaag  Mondriaan Stichting. 1996. Amsterdam: Mondriaan Stichting: 198


� There is another remark - 'galleries are admitted for two years instead of one year'. This is however contradict to all other documents I have found about the RSK. The vaild participating period after each application should be also two years in the RSK. Therefore I left out this remark.  


� Jaarverslaag Mondriaan Stichting. 1997. Amsterdam: Mondriaan Stichting: 215


� Jaarverslaag Mondriaan Stichting. 1996. Amsterdam: Mondriaan Stichting: 198 


�See the appendix 2 & (bijlage 2 &3) in: T. Gubbels. 1992. Kwaliteit op Krediet: de Rentesubsidieregeling Kunstaankopen 1984-1990. Amsterdam: Boekmanstichting.


� Jaarverslaag Mondriaan Stichting. 1999. Amsterdam: Mondriaan Stichting: 229


� Jaarverslaag Mondriaan Stichting. 1998. Amsterdam: Mondriaan Stichting: 237; Jaarverslaag Mondriaan Stichting. 2001. Amsterdam: Mondriaan Stichting: 113


� Kamer op de Bres voor Kunstkoopregeling. 17 december 2007. Novum.





� E.g. Rengers & Velthuis (see 2.2.1), and Janssen (Janssen, 2001, p. 15) .


� Centraal Bureau voor de Statistiek. 2006. Bemiddeling Hedendaagse Kunst. The CBS has stopped accumulating the data after 2001 and last modification for this database is made on April 2006. http://statline.cbs.nl/StatWeb/selection/default.aspx?VW=T&DM=SLNL&PA=7098BEKU&D1=0&D2=7-12&D3=%28l-11%29-l&STB=G1%2cG2%2cT&CHARTTYPE=1 [Retrieved July.2010]


� Valk, W.D.M. v.d., 2007. Onderzoek Aanbieders van Hedendaagse Beeldende Kunst 2007. Zoetermeer: EIM.


� Here he referred to someone who paints the house, not the artists.


� For artworks priced below 7450 euro the maximum down payment of each purchase is set at 450 euro. Artworks priced beyond 7450 euro require higher down payment.


� In a conference held by the NGA and the Boekman Foundation, the high threshold of galleries was specifically mentioned by a participating speaker: 'The gallery has a high threshold. Consumers are afraid that knowledge of art is needed and have the idea that a gallery is not meant for beginners'. Leden, J, v.d. 2008. Verslag van het Symposium 17 december 2008. In: T. Gubbels & K. Verloren van Themaat (eds.). Veranderingen in der Beeldende Kunstmarktgelariehouder, Kunstenaar en Koper in Beweging. NGA Symposium 17 November 2008. Den Haag: Nederlandse Galerie Associatie, 21





� This research focuses on the customer profiles of the art-buyers and art-borrowers (the customers of the Art Renting Centers). The respondents are separated into three groups and their different preferences and motivations are compared in this research. The result shows that there is no significant difference in the profiles of the art-buyers and art-borrowers, although the art-borrowers are in general younger than the art-buyers and financially not as well-off as the art-buyers. As to the questions that concerning the issues discussed here, the three groups of the respondents answer them with trivial differences in the order of those reasons mentioned in this paragraph. However in general the result is very similar, 'high prices' is the major reason that around 50% of all 3 groups of respondents do not purchase in the galleries while other reasons are ranged from 9%-12% in the different order in different groups. See Bosch, K. et al. 2007. Vraagonderzoek naar Hedendaagse Beeldende Kunst. Den Haag/Amsterdam: Stichting Artes/Motivaction.


� In the interview with the executive officers of the KKR from the Mondriaan Foundation, the two executive officers mentioned that the participating galleries of the KKR are very 'diverse' and they did emphasize the diversity in the selection procedure.


� De Vries, A. Het galeriewezen: goede fee of boze heks? In T. Gubbels T. & K. Verloren van Themaat (eds.). Veranderingen in der beeldende kunstmarktgelariehouder, kunstenaar en koper in beweging. NGA Symposium 17 november 2008. Den Haag: Nederlandse Galerie Associatie, 8-9





� Bosch, K. et al. 2007. Vraagonderzoek naar hedendaagse beeldende kunst. Den Haag/Amsterdam: Stichting Artes/Motivaction.


� According to a research commissioned by the NGA and The Art Intermediaries Federation (federatie kunstbemiddeling), the number of galleries registered at the Netherlands Chamber of Commerce (de Kvk) in 2006 is 1200, however only around 580 galleries focus on the present day art and represent professional artists.  Valk, W.D.M. v.d., 2007. Onderzoek aanbieders van hedendaagse beeldende kunst 2007. Zoetermeer: EIM.


� The NKK data from this table mostly come from the official website of the NKK: www.nationalekunstkoop.nl [Retrieved 2010/07]. The data of the KKR in this table only present the current regulations. 


� Gollin, R.11 Febrary 2008. Landelijk alternatief voor KunstKoopregeling. Volkskrant.


� The maximum down payment of the NKK is 30%. Most of NKK galleries used this maximum amount as standard. After the down payment is deducted, the galleries would have to pay 13% of 2100 euro for a painting priced 3000 euro; that is 273 euro. 


� Valk, W.D.M. v.d., 2007. Onderzoek aanbieders van hedendaagse beeldende kunst 2007. Zoetermeer: EIM.


� Hollak, R. 19 september 2007. Groot onbegrip over afschaffing ‘kunstkoopregeling’. NRC Handelsblad


� Plasterk, R. 7 December 2007. Beleidsbrief Beeldende Kunstbeleid. Den Haag: het Ministerie van Onderwijs, Cultuur en Wetenschap. 


� Kamerdebat over Cultuur: KunstKoopregleing blijft bestaan. BK-Informatie, 30 (1), 1st February, 2008, 7-10





� This number may be slightly different from the calculation of the Mondriaan Foundation – if such a calculation exists. Because galleries change names, merge and set up new branches very often, it is very difficult to come out with a calculation with absolute certainty. The calculation in this thesis treats the galleries that obviously have the same owner but have used different names in different periods as one, while branches are considered a separated unit than the parent gallery, since they would need to apply for the KKR separately as well.


� In the conversation he mentioned the galleries by name. To honor his trust, here I remove the names of the gallery and replace them with A, B and C.


� Voolstra (1998) has a very similar remark in her 'Meningen over de markt'. In T. Gubbels & G. Voolstra (eds.). Visies op beleid en markt, overheidsbeleid en de particuliere markt voor beeldende kunst. Amsterdam: Boekmanstudies/ Mondriaan Stiching, 40-45


� Jaarverslag 2005 Mondriaan Stichting. 2005. Amsterdam: Mondriaan Stichting, 17


� I.e. Abbing, (1998, 2002, 2007); Gubbels (1992, 1995, 1998);  Gubbels & Voolstra (1998); Voolstra (1998)...etc.


�This comparison may appear to be questionable, since the number of 235 galleries is accumulated from the 14 years of the KKR history and many among them have stopped their business.  Furthermore, the number of 580 contemporary professional galleries only represents the situation in 2006 (Valk, 2007). It is only for the purpose to show that the KKR has only benefited to a small group of galleries. 





� The interest of the NKK, which the gallery owners have to pay themselves, ranges from 5-13% of the purchase price after the down payment. Using the NKK is actually more profitable for the gallery owners than giving 10% discount, see section 5.3.1. 


� IJsdens, T. & Mariën, H. 2007. Het landelijk subsidiestelsel voor beeldende kunst 1984-2005: bereik, structuur en doorstroming. Tilburg: IVA Beleidsonderzoek en Advies.









