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Due to the development of the gallery industry in Taiwan
and the need stemming from policy implementation, the
Taiwan Art Gallery Association officially established its
first subsidiary body, the Taipei Art Economy Research
Centre, in June 2010. The centre’s main responsibilities
were research of industry and environment trends
and data surveying and analysis in order to gradually
develop into a database role for the gallery industry.
It would also provide data, suggestions, cautionary
warnings, and trend reports to serve as reference for
galleries or government agencies for any operation or
policy needs. In 2005, the Association organized the
first Asia Art Economy Forum (now known as the Art
Taipei Forum] in conjunction with Art Taipei with the
vision of art education in mind. It was the convergence
of academic thought and innovative artistic energy and
it gradually developed into an important annual event in
the industry. This year will be the fifth year anniversary
of the Taipei Art Economy Research Centre and also
the tenth year anniversary of the Art Taipei Forum. The
Gallery Association is very honored and grateful to be
able to continue to cultivate, spark, and accumulate
more cultural momentum for the art industry.

This year’s Art Taipei Forum is centered around the
topic of “art finance.” In light of the developmental
trends of the global art market and the opportunities
and competition of cross-strait financial development,
investment strategies that allow art to become an asset
allocation option are becoming ever more popular. It
has also greatly boosted the art market. As the center of
the world’s economy and wealth gradually shifts east,
investment momentum in Asia and the growth rate of
the overall market holds great potential. The Taiwanese
banking industry should not overlook the develop of art
financial operations. If we can reference the modes of
operation of global art financialization in order to build
a comprehensive investment mechanism, not only will
we be able to attract more individual investment in
the art industry, we can also encourage more banks

and insurance companies to allow artwork to be
incorporated as an option for diverse asset allocation
or a wealth management portfolio. This will allow art
investment to bring great growth to the art industry.

In view of this, there will be four sessions at Art Taipei
Forum this year. We will be starting with different
modes of trade in the art industry and explore different
possibilities in the industry through art financing and
art funds. At the same time, we will also be discussing
a fundamental issue of the art market: establishing
a system for an art appraisal system and certifying
appraisal personnel. Through hearing from different
experts and scholars, we hope to create the starting
point and catalyst for Taiwan’s art finance scene. We
want to thank the Bankers Association of the Republic
of China, Taiwan Academy of Banking and Finance,
Legislator Chen, Shei-Saint's Office of Legislative
Liaison, and our friends from various media outlets for
their continued support and encouragement. Life moves
forward and art continues to innovate. The Taiwan
Gallery Association will also continue to move with the
times. We sincerely invite you to our event and we hope
we can meet the challenges and opportunities of the
future of Asian art. Together, we hope to create a more
prosperous Asian value.

A 60 R~

Chairman of Taiwan Art Gllery Association
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Introduction

Themes

Art Taipei Forum is one of the few international art fairs in Taiwan that incorporate both academia and the market.
Together with foreign and domestic intellectuals and important members of the industry, ATF will showcase the
uniqueness and diversity of Asian art culture in a systematic manner. There will be diverse perspectives and discourse
as this year’s ATF serves as an exchange platform between the Asian and international art communities.

It is the only art industrial economics forum in the country that incorporates academia and the market; recognized by
foreign media outlets and galleries as the best of its kind in Asia. After the impact of the financial crisis, development
of the global cultural industry has become an important discussion topic. Art Taipei Forum has entered its tenth year
and is the only research seminar in the country that incorporates both academia and the market. It is also one of the
few of its kind in Asia. Its mission is to foster development and diversity of the art industry, from both academic and
practical aspects. This year’s ATF has expanded its marketing coverage to major Asian media outlets. We have worked
together to plan promotion topics in order to build up our brand. We hope to promote deeper understanding of cultural
differences and perspectives across Asia, in hopes that as the forum grows, it will be able to provide forum participants
with an abundance of art sustenance.

Launch of the ATF Open Translation Programme allows the global art perspective to be heard in Taipei and connect
with the world. Ten years since its inception, Art Taipei has decided to launch the ATF Open Translation Programme in
order to share footage of sessions from past years and allow the entire world to view and share these videos.

It aims to deepen topic discussion from an industry chain perspective and fosters diverse development of the country’s
art industry. Past forum topics were chosen after many meetings and deliberation by committee members.
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Venue: Taipei International Convention Center, R102

10:00-
10:30

10:30-
12:30

1 0 A 3 1 H (sat) 2015 * Programme may be subject to change.

R e gistration

Opening Speech

Speaker

Jih-Chu LI, Chairman of The Bankers Association of the Republic of China

Moderator

Chiu-Huang HSU, Administrative Deputy Minister of Ministry of Culture of the Republic of China

Modes of Trade in the Art Industry: Art Financing and Loans / Open discussion

Moderator

|-Cheng LIU, Executive Director of CTBC Financial Holding

The Market of Art Financialization in China

Speaker

Jun HUANG, Deputy Director of China Art Financial Institute, Renmin University of China
Corporate Art Collection in China

Speaker
Li ZHAO, Professor of China Central Academy of Fine Arts

Open discussion

L unoch B r e ak

13:30-
15:00

15.30-
17.00

Modes of Trade in the Art Industry: Possibilities of Developing Art Funds in Taiwan

Moderator
Bor-Yi HUANG , President of Taiwan Academy of Banking and Finance
Speaker
Terry HUANG, Vice President of MOTIF Art Group
Executive Director of MOTIF Art Consulting Taipei Branch

T e a B r e a k

Constructing an Art Appraisal Mechanism and a Appraisal Personnel Certification System/
Open discussion

Moderator

Wen-Mei YUI, Executive Director of Taiwan Vitality Culture & Education Foundation

Establishing an Appraisal Mechanism in the Greater China Region - Do We Need an
Appraiser Association of Greater China?

Speaker

Betty KRULIK, Former President of Appraisers Association of America
Yi YIN, Former Dean of Art Science and Technology Studies Center, China Art Science and Technology Institute




Speakers

Jih-Chu LI

Jun HUANG

Li ZHAO
Terry HUANG

Betty KRULIK
YiYIN

Moderators

Chiu-Huang HSU

I-Cheng LIU
Bor-Yi HUANG
Wen-Mei YUI

* The names are listed in order of programme.

Chairman of The Bankers Association of the Republic of
China

Deputy Director of China Art Financial Institute, Renmin
University of China

Professor of China Central Academy of Fine Arts

Vice President of MOTIF Art Group

Executive Director of MOTIF Art Consulting Taipei Branch
Former President of Appraisers Association of America

Former Dean of Art Science and Technology Studies Center,
China Art Science and Technology Institute

Administrative Deputy Minister of Ministry of Culture of the
Republic of China

Former Executive Director of CTBC Financial Holding
President of Taiwan Academy of Banking and Finance

Executive Director of Taiwan Vitality Culture & Education
Foundation
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Opening Speech

Jih-Chu LI, Chairman of The Bankers Association of the Republic
of China

Chiu-Huang HSU, Administrative Deputy Minister of Ministry of
Culture of the Republic of China
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Jih-Chu LI

Chairman of The Bankers Association of the Republic of China

Dr. Jih-Chu Lee currently serves as the chairperson
of the Taiwan Financial Holdings Co. and the Bank
of Taiwan, the island’s largest bank by assets and
the clearing bank for the New Taiwan Dollar in
mainland China. The Taiwan Financial Holdings
Group has a total of four wholly owned subisidiaries
covering banking, securities, life insurance and
insurance brokers. Dr. Lee is also the chairperson
of the Bankers Association of the R.0.C., the
youngest ever to hold that position. In addition, she
concurrently acts as a member of the Board of the
Taiwan Stock Exchange Corp., the Taiwan Futures
Exchange and the Joint Credit Information Center,
the vice chairperson of the Monte Jade Science and
Technology Association of Taiwan, and a member of
the Steering Committee of the Taiwan Academy of
Banking and Finance, the Industrial Development
Advisory Council of the Ministry of Economic Affairs,
and the Steering Committee of the National Palace
Museum.

Immediately after receiving her Ph.D. at the age of
26, Dr. Lee served as a professor of economics at
National Chengchi University in Taiwan. She was a
visiting scholar at Harvard University and at Stanford
University in the United States, and was a visiting
professor at Peking University and at Tsinghua
University in mainland China.

Dr. Lee's previous posts included the vice

chairperson of the Financial Supervisory
Commission under the Executive Yuan (the Cabinet),
legislator in the Legislative Yuan (Parliament], the
chairperson of the Chunghwa Post Co., and the
Minister of the National Youth Commission under
the Executive Yuan. She also held posts concurrently
as a committee member of the Mainland Affairs
Council under the Executive Yuan (the Cabinet], a
member of the Board of the Mega Financial Holding
Co., Resident Supervisor of the Taiwan Cooperative
Bank, a member of the Board of Chunghwa
Telecom, the chairperson of Financial Research and
Development Fund, R.0.C., as well as key positions
in several prestigious institutions.

Along with her extraordinarily rich career
experience, Dr. Jih-Chu Lee’'s outstanding
achievements in different fields have been
recognized with a large number of awards. Among
other honors, she received Eisenhower Fellowship
and Fulbright scholarship in the U.S., Top Ten
Outstanding Young Persons Award of the World at
Cannes in France, Best Research Professor Award
from National Chengchi University in Taiwan, Top
Ten Outstanding Young Persons Award in Taiwan,
K.T. Lee Administration Medal and First Merit
Medal from the Executive Yuan in Taiwan. She was
also named by prominent business and finance
magazines in Taiwan as Best Legislator in the field
of Finance and Economics.
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Modes of Trade in the Art Industry: Art
Financing and Loans

The Market of Art Financialization in China

[ Chinese art finance pledge financing system - A case study on
Bank of Weifang ]

Jun HUANG

Deputy Director of China Art Financial
Institute, Renmin University of China




In the recent decade and with the rapid develop-
ment of the Chinese art market, many commercial
banks have started venturing into the art market and
expanded their exploration of art and finance. The
Bank of Weifang in Shandong was an early pioneer.

Weifang is a city rich in history and culture; kites
and traditional Chinese paintings are two of the city’s
cultural calling cards. Weifang is also known as
the “capital of Chinese paintings.” There is a saying
in the art world that goes, “Look to Shandong for
Chinese paintings and look to Weifang for Shandong
paintings.” Weifang is an important primary market
for art in China and is also a place where art trade
and investment is quite active. Weifang alone has
over 2000 galleries. A large amount of art resources
congregating in this city has driven its demand
for financial services, in particular, financing
services. Faced with intense competition as banks
homogenize, the Bank of Weifang came out with
a differentiated development strategy to meet the
needs of the burgeoning local art industry and which
allowed it to enter the art market.

In September 2009, with the support of the local
government, the Bank of Weifang used the work
of famed artists such as Yu Xining and Li Kuchan
as pledges and issued the first art pledge loan of
¥2.62 million. Pledge loan rates are usually 50% of
the assessed value. Through a series of operating
mechanisms and supporting measures, the Bank
of Weifang solved the four issues that most bank
loans face in the art market: appraisal, assessment,
trusteeship, and liquidation. Thus, it formed a com-
prehensive art pledge financing operating system. As
of the end of October 2014, the balance of art pledge
loans issued by the Bank of Weifang has reached ¥70
billion and the total value of loans is ¥100 billion.

I. Formula for Art Pledge Loans Issued
by the Bank of Weifang

1. Appraisal and Assessment Mechanisms

Art appraisal and assessment is different as
there is no unified standards and no authorities with
which to register. The Bank of Weifang established

a versatile appraisal and assessment channel.
Different types of art and different artists will be
appraised and assessed by different institutions and
different experts. By cooperating with reputable
companies that have a state ownership background,
the bank is able to establish appraisal channels with
trusted appraisers and fully utilize the abundant
resources and network of pre-purchasers. At the
same time, the Bank of Weifang has established a
database of experts and consultants with appraisal
specializations and can provide consulting services,
such as appraisal or assessment, for the pledged
artwork.

2. Art Trusteeship Mechanism

Art is different than other pledges in that there
are specific safekeeping and storage requirements.
The efficiency and quality of safekeeping have to
be on par with the level of operations development.
When operations first began, local museums worked
with the Bank of Weifang and served as a place of
trusteeship for the art pledges. Operation times and
methods of these museums completely followed
those of public sector organizations and this only
highlighted the time, efficiency, and safekeeping
requirement incompatibility between the bank and
said museums.

In January 2014, the country’s first bank-owned
professional art storage warehouse, built by Bank
of Weifang, commenced operations. In the future,
the Bank of Weifang plans to establish a single art
financial center that encompasses storage, auctions,
sales, and curation. This center will be able to meet
the non-financial needs of clients from all over the
country by establishing a comprehensive art financial
services platform.

3. Pre-purchase Mechanisms

This mechanism uses “contract governance” to
create solutions for default liquidation problems
during the art pledge loan process. The “pre-pur-
chaser mechanism” is when the Bank of Weifang
designates an individual as a pre-purchaser. This
individual must be from a reputable agency or an art
investment industry insider that is able to appraise
or assess the value of the artwork that is to be the
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loan pledge. The pre-purchaser and borrower will
sign a “loan pledge long-term contract” in which the
pre-purchaser will serve the function of guarantor.

If the borrower defaults on part of or the entire
loan, the pre-purchaser can purchase the pledged
artwork according to the terms of the contract and
this payment will be used to pay off the loan to the
bank. Due to the fact that banks issue loans at a
discounted rate to the valuation of the artwork, if
the borrower defaults, the pre-purchaser has the
opportunity to purchase the pledge at this discounted
value. The loan pledge long-term contract is signed
beforehand. If the borrower defaults, the contract
will automatically go into effect. The bank will di-
rectly release the pledge to the pre-purchaser after
the loan has been paid off and the borrower cannot
object to this arrangement. If the borrower is able to
pay off the loan, the pre-purchaser will receive the
normal guarantee fee of 1%.

The art pledge loan line of business at the Bank
of Weifang is different from the regular credit
mechanism that has regular liquidity loans. The
Cultural Finance Department of the bank oversees
this line of business. The Art Pledge Loan Review
Committee, established by the headquarters, is in
charge of executing investigations, review, and the
approval process when it comes to loans that are not
regular liquidity loans.

With this mechanism, the Bank of Weifang is able
to take the issues faced in the art financial services
market back to the market to be solved by experts.
Hence, the Bank of Weifang can return to its original
banking medium and focus on what it knows best.

Il. Opportunities and Challenges of
Art Financial Services Provided by
Commercial Banks

Starting in 2007, Minsheng Bank was the first
to categorize art as financial products by selling
“Extraordinary Wealth Management - Art Investment
Plan” to a ¥500,000 high-end investor. Soon
thereafter, China Merchants Bank came out with
a “private banking art appreciation plan” for their
Sunflower VIP clients. After 2009 and as China’s

art market rapidly expanded, many banks served
as sales channels for trusts and private equity
funds and sold a significant amount of art financial
products to high-net-worth individuals. After 2012,
there was an obvious correction in the art market
which exposed many risks in art trusts or funds and
made redemption difficult. In recent years, both the
China Bank Regulatory Commission and the banks
themselves are generally cautious about art financial
products.

Commercial banks in China do share some
commonalities with their counterparts in Europe
and the United States. One, many banks sponsor
art events in myriad of forms. Banks incorporate art
event sponsorship as part of their corporate social
responsibility and strategies such as building cor-
porate reputation and promoting cultural branding.
Two, services are targeted towards high-end clients.
The main line of business is to provide consulting
services such as art appraisal, asset allocation,
legacy planning, and philanthropic planning. As
the investment threshold is higher and information
asymmetry is present, art products in commercial
banks are generally targeted towards high-net-worth
individuals, both in China and abroad. Third, close
Collaboration with Experts Art investment not only
requires a high level of professional knowledge from
investors, it also calls for a high level of sensitivity on
the changing trends of the market. Hence, as wealth
managers, banks have to form strong collaborations
with professionals in the art market when coming
out with art financial products.

There are some differences between commercial
banks in China and those in Europe or the United
States in terms of art financial products. One,
many European and American banks provide these
services as a proprietary service which means the
banks themselves invest in art and have a large
collection. For example, JP Morgan Chase, Deutsche
Bank, UBS, etc. own a significant amount of art. On
the contrary, very few Chinese banks have directly
entered the art market and purchased artwork. Two,
there are different requirements for art pledges.
Currently, some banks are working with auction
houses by issuing loans for payment of pieces that
are being auctioned. As there is a lack of reputable
appraisal and value-assessment agencies, banks



are unable to accurately determine the value of
artwork. So apart from issuing a loan that is a set
percentage of the valuation of the pledge, banks also
require the auction house to provide collateral for
the loan. Since credit is generally higher in European
countries and in the United States and this service
is generally targeted towards private banking clients
with high net worth, loans of a set percentage of
the pledge valuation can be issued directly after it
has been assessed by a professional agency. For
example, Citibank’s private banking department is
using art consulting services to provide art pledge
loan services to their clients and offering financing
amounts up to 50% of the valuation of the artwork.

Issuing loans is one of the most important lines
of businesses in commercial banks. Compared with
art pledge loans services in European or American
banks, some Chinese banks have used local condi-
tions and made some courageous innovations. For
example, some commercial banks have established
specialized art pledge loan teams and supporting
measures to correspond with the needs of the
development of the local art industry and target the
majority of these loans towards galleries and stores
that sell art. There has been a significant amount of
art pledge loans issued since. One of the contributing
factors to this success is the support of the local
art industry. It is difficult to replicate this model
on a larger scale elsewhere. If this cannot happen
on a larger scale, art pledge loans as micro-loan
products will not be able to scale up and it will be
hard for banks to make a profit.

Some art institutions collaborate with banks and use
the institution’s credit or an expert’s personal reputa-
tion to endorse the appraisal or assessment of artwork
as a means to manage control risk and promote art
pledge loans. We are seeing an increase in art financial
products; art funds and trusts are an example. There
was much talk on the topic of risk management. And
apart from the structural prioritization of the quality of
products, there were also promises to art consulting
agencies for low rates on repurchases and yields.
There seemed to be no risk for these products from the
outside. But as the cruel reality of art funds and trusts
of the past two years have showed us, as the market
evolves, art consulting agencies are not equipped to
deliver on their promises.

The purpose for asking for a loan pledge is, once
the borrower’s source for the first payment is expe-
riencing difficulties, the bank will be able to liquidize
the pledge for the second payment to avoid possible
losses. So the most basic requirement banks have
for pledges is high liquidity. But the low liquidity of
art as assets is its natural flaw. Combined with the
low credit environment in China and the infamous
“Jade Dress” [ s # & 4K ) loan fraud case has left
many banks cautious.

A president of City Commercial Bank once said
something about putting China’s art finance into
practice that | agree with: “One half is fire and the
other half is the sea.” On one hand, the art market
is rising like a fire. On the other hand, the financial
institutions are not able to manage the risks of art
and are calm like the seas when it comes to the
fusion of art and finance. The majority of commercial
banks in China use traditional risk management
concepts when dealing with the conundrum of art
finance. This has made the docking of banks and art
very bumpy.

What's worth noting about is, since the start of
2014, Tencent, JD, Baidu, Ali, and other responsive
Internet enterprises have used their high user
number advantage to rapidly change lanes and
started to take over the consumer loans market
that once belonged to commercial banks. JD's
“Baitiao,” Tmall's “installment payment plans,” Ant
Financial Services” "Huabei,” and Baidu's "Baifa
Youxi” have all been launhced. Tencent has also
clearly stated its bank will feature strong consumer
finance characteristics. E-commerce platforms
for art offer consumers a wide range of personal
consumption loans, from a few thousand RMB to a
few dozen thousand RMB, based on data such as
past customer transaction habits combined with risk
management models. When consumers purchase
art on e-commerce platforms, they can choose to
pay in installments or use credit. This allows finance
and artwork consumption to work together perfectly
and will greatly stimulate sales volume. Internet
enterprises have started to affect and rewrite the
relationship between art and banks.

Note: Content about the Bank of Weifang was based on informa-
tion provided by Mr. Li Jianwei, vice-president of the bank.
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Jun HUANG

Deputy Director of China Art Financial Institute, Renmin University of China

Jun Huang, a professor of economics and a Ph.D.
supervisor, is the assistant to the dean of the School
of Economics in Renmin University of China(RUC).
She is also the deputy director of China Art and
Finance Institute of RUC.

Professor Huang got her undergraduate and
graduate degree from the School of Finance in
RUC. Then she finished her Ph.D. study in the
School of Economics in RUC. She is also a visiting
PH.D student in the Financial Research Center of
Judge Business School in University of Cambridge.
Professor Huang's major fields of specialization are

Monetary Policy, Commercial Banks and Art finance.

She has conducted several research programs. Her
research won the Economics Prize of Da Huang-
Mundell, the Outstanding Doctoral Dissertation in
Beijing, the Philosophy and Social Science Excellent
Prize in Beijing and so on. Professor Huang is the
main writer and the publisher of the Research of
Art Finance of China in 2013 and the Research of
Art Finance of China in 2014. She also participates
in several programs as the program expert. One
of the programs conducted by the China Banking
Association is named Services for the Small
Enterprises and Agriculture Products. Another
program lead by the China Banking Association and
the Citigroup is called the Micro Finance.
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Corporate Art Collection in China

Li ZHAO

Professor of China Central Academy of
Fine Arts




Business Council for the Arts (BCA] summarizes
corporate art sponsorship into as followed: (1)
Achieving strategic goal. (2) Exploring new clients
and markets. (3) Bolstering morale in both
employees and clients. (4] Elevating the company’s
status in terms of publicity and image. (5] Enriching
local community and increasing quality of life.”
Businesses are willing to target “arts” as sponsor
opportunity because they each possess resources
that the other needs. By exchanging what they have,
arts and business create new value that strengthens
their competitive edge both in a tangible aspect
such as economic gain, as well as in intangible one
such as social and artistic value. The arrangement
generates a win-win-win situation between art,
business and the society. Such collaboration can
only be possible if all parties involved cooperate
on the premises of equality, mutual benefit, trust
and communication. Finally, when all needs are

satisfied, longevity can be achieved.

The Developing Stage of Corporate Art
Sponsorship

As of now, corporate sponsorship for art in
Mainland China is still in its developing period. Due
to the fact that many businesses in the region are
start-ups, they do not have the appropriate me-
chanics to sense the potential. Furthermore, there
is also a lack of understanding in the relationship
between business and arts, resulting in serious
unawareness of art sponsorship in the business
field. In perspective, a company has to grow into
a size large enough and be in a specific phase in
order to apprehend the values that arts can offer.
The apprehension does not always happen to any

company. Instead, it requires a business to embody

passion for culture and arts into its DNA even in the
early stages of development. For example, luxury
brands are willing to sponsor arts and work with
artists because such artistic DNA is deeply rooted
in their company culture and philosophy. After all,
they are in the business of creating aesthetics.

Types of Corporate Art Sponsorships

In accordance to the specific sponsor, art spon-
sorship is categorized into 4 types: private sponsor-
ship, institutional sponsorship, public sponsorship
and overseas sponsorship.’ Private sponsorship
focuses on buying artworks and funding exhibitions,
directly contributing to the art market itself. It
increases the demands for art production, therefore
helps pushing forward with the development of art.
Institutional sponsorship is made by business in
the attempt to bring in publicity, which is namely a
form of advertisement, and can also be seen as a
part of market promotion and marketing strategy.
Public sponsorship happens when the government
provides funds to museum as well as art collection.
In the case of Mainland China, it enables public art
institutions in to acquire more quality art pieces
and refine their collections. The contemporary
art scene in Mainland China is supported mostly
by sponsorships from private business entities,
international corporations and foreign funds. For
example, Ullens Center for Contemporary Art,
founded by the Ullens of Belgium, is dedicated to
promoting and educating about contemporary art
in China. Uli Sigg, a Swiss art collector, created
Chinese Contemporary Art Awards (CCA] to sponsor

artists” endeavors.

4. Chu, H. (2003). ABC: Art, Business, and the Community. In Cultural and
Creative Industries Touring Forum (Vol. C). Taipei: Council for Cultural
Affairs.

5 Zhang, C. (2003). Who's Sponsoring Art? Art Market, J(7).
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The Growing Development of Corporate
Art Collection

Speaking of the 4 types of art sponsorships
in Mainland China, institutional sponsorship is
the most popular and important of the four. It is
primarily exemplified in the form of corporate art
collection, which is now practiced by most firms as

a method to sponsor art.

As for the actual practice of art sponsorship in
Mainland China, the act of sponsoring is embodied
into companies building an art collection for
themselves. Business collection is viewed as an
important force of participation in the market of
art collecting. It is not only done for the purpose of
asset allocation and financial planning, but also a
development strategy for business branding, com-
pany culture and social responsibility. The process
of building a corporate art collection generally con-
sists of 3 phases. Frist, the executive or the founder
of a business develops a habit of art collecting and,
after having acquired a great number of artworks,
grows it into a business collection. During this
phase, the focus and aspiration of the collector, to
some degree, will generally set up the future focus
and direction of the corporate collection to come.
Second, when the corporate collection has become
substantial in terms of both quality and quantity, a
connection to the development and expansion of the
business side of the company will be established.
For example, a large number of top corporations
overseas care much about their history and culture,
and subsequently have built a collection that is
relevant to their causes. This type of collection gen-
erally will be given one or more important themes,
thus gradually it will shape the identity of the col-

lection. Third, utilizing existing corporate collection
to help push forward systematic art collecting and
further develop and educate about arts. By then, the
collection goes beyond business by entrusting more
social responsibility to the company. After reaching
certain significance, the collection will be able
to drive the industry of related cultural products.
Further, with growing awareness and ability of
collecting art, corporations will be able to influence
the government to implement relevant cultural
policy, such as tax-exempt charities. As a result, it
will enable positive growth and diversification of art
collections in Mainland China.

In 2013, Chinese business collections continue
to grow, becoming even more crucial to the market
of arts. As for the 3 phases of building a corporate
collection, most businesses in Mainland China
find themselves around and between 1st and 2nd

phases.

Consequently, as of 2013, the capital scale
of business collection in Mainland China also
continues to increase, reaching around 60 billion
RMB with the annual growth rate of 33%. In terms
of the topics, the corporate collectors still focus
on traditional artifacts such as Chinese painting,
calligraphy and porcelain. Contemporary art drops
to a lower market ratio (8%) after a correction in
the market, but international art sees a rise in
percentage (10%).

Ever since 2012, corporate art collection has
become an integral part of the business. In 2012,
Phoenix Publishing & Media drew much attention
by making a 21w million RMB bid to win the Guoyun
Lou Collection at the Beijing Council International



Auction’s spring sale. This is the only selection
of Guoyun Lou Collection, considered Chinese
national treasure, owned by private hands. Phoenix
Publishing & Media is regarded as a leading
publisher of historic texts and books by most in
the fields of publishing and cultural creation. It
has been compiling, exploring, publishing and
carrying out academic research on ancient books.
The group also gives out a generous amount of
special fund to ancient book publishers, and has
collected a substantial number of rare editions
over the years. Phoenix Publishing & Media chose
to bring in these rare books, because they share
a strong relationship with its core business. Even
though there are few bumps in the process, the
purchase generates a great deal of publicity for the
company. The corporation shows that it is socially
responsible through the process of collecting art.
It demonstrates the company’s determination to
achieve its social mission to protect, research and
promote the culture. It epitomizes the very essence

of corporate art collection.

Similar to the development of private art
collection, corporate art collection in Mainland
China is experiencing the trend of public exhibition.
For example, Xinjian Guanghui Industry Investment
Group has been collecting artworks since the 90s,
targeting Chinese modern painting and calligraphy.
Each year the group devotes hundreds of millions
of RMB into the collection, and has since acquired,
to presence, around 500 masterpieces of famous
modern artists. The planned Xinjiang Guanghui Art
Museum will keep a selection of nearly 200 pieces
ready for exhibition, and will be open to the public
free-of-charge. In the future, the group intends to

donate artworks to Xinjiang Uyghur Autonomous

Region when it sees a suitable opportunity, taking

on the responsibility of cultural exchange.

In 2013, Dalian Wanda Group bought in Pablo
Picasso’'s Claude et Paloma at a sale hosted by
auction company Christie’s of New York with a
winning bid of more than 28 million U.S. dollars. It
set a landmark for Chinese business collectors that
have increasingly internationalized taste, and it also
provided the group with much positive publicity.

Problems in the Development of
Corporate Art Collection

There are problems in the development of
corporate art collection in Mainland China.

First, many businesses in Mainland China still
lack the awareness when it comes to art collecting,
as they fail to recognize the importance of branding
and promoting company culture. Companies who
have been able to take the opportunity, such as
Taikang Life Insurance Company and Minsheng
Banking Corp., actively seek out any occasion to
showcase their collections to the public, and in
returns they receive much attention and publicity
to their brand and company culture. This kind of
positive energy will surely inspire and encourage

more businesses to collect art.

Second, Chinese corporate collectors are in need
of expertise. Today, the companies know how to
“acquire” art, but yet to understand how to “curate”.
In perspective, what to buy, and how to construct
and build a collection systematically and soundly, is
extremely significant for a corporation. If a collector
only relies on personal taste to make decisions,

even with the help of only one or two professionals,
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it may not be enough to successfully build a great
collection. A good collector must make decisions
through aesthetics evaluation in the discipline of
art history in order to create an artistic reflection of
the company philosophy. Using the approach, the
uniqueness and the identity of the collection can be
fully realized. In the process of building a collection,
corporate art museums must first professionalize
curating, planning, research and management of
the acquisitions. Under these qualifying conditions,
businesses will be able to set a standard for
evaluating collectivity of artworks, and also provide

specialized training.

Third, companies and groups who have estab-
lished a collection are not yet able to systematically
organize and research. Research and evaluation
are pivotal to the understanding of an artwork. Only
through complete research, businesses will be able
to explore and learn about the intrinsic value of

arts.

Forth, in 2013, a large number of companies and
groups have plans about building a museum to
exhibit their art collections. A corporate museum
is not only a great home for the companies” ac-
quisitions, but also a great way to redistribute and
share art resources. By building a museum, or by
setting up a corporate art fund, a private company
transforms an institutional collection into a public
collection. In the transition to public collection, it
will draw widespread attention and participation
from the people, turning the business cause into
a public one. These corporate museums are the
prominent examples for the importance of social
responsibility. However, even after the museums

are open, the operation and maintenance of the

facility have proven to be a difficult task for busi-
nesses that lack the relevant experience. Therefore,
for companies that are not equipped enough to
run a museum, there are other viable options
to redistribute and share art resources, such as
hosting a public exhibition event. With a shortage of
supportive regulation and policy in place for private
museums in Mainland China, if a business does
not have the long-term commitment to running a
museum, it should exercise prudence to protect all
interests of different parties in its effort to give back

to the society

Fifth, there is a lack of supportive policy in
regards to corporate art collection in Mainland
China. Corporations overseas are able to receive
partial refunds on their company taxes, a supportive
policy that the businesses in China are not entitled
to. It prevents the companies from arousing a
passion for art collecting. Thus, it is imperative for
the government to act fast to formulate supporting

measures.

Constraints on the Development of
Corporate Art Sponsorship

From a legal standpoint, the businesses in
Mainland China are not able to receive relevant tax
benefits. As of now, the government only allows tax
benefits to the companies that give donation to the
few selected charitable organizations. The auditing
process is complicated and the qualifications are
extremely limiting. The lack of financial oversight
on social organization leads to over-regulation by
different governmental institutions such as the
Ministry of Civil Affairs, the Ministry of Finance,
the State Administration of Taxation and the
National Audit Office. It hinders the growth of



charitable business and corporate art sponsorship
in China. Therefore, the lack of supportive policy is
a constraint on the development of corporate art
sponsorship.

The second constraint is the lack of awareness
of art sponsorship on the side of corporation. The
companies do not fully understand the information
and the benefits of art sponsorship, causing them

unable to act on it even if they so intend it.

The third constraint is the fact that many
businesses do not have a long-term plan when it
comes to art project. Most sponsorship deals are
made in an occasional partnership with no long-

term mechanism in the work.

The forth constraint is the lack of professional
managerial personnel. Even though art manage-
ment businesses in Mainland China have been
setting up art schools of higher education for 10
years, when faced with the rapid growth in the
cultural and creative industry, art industry, the
talents in existence fail to meet the rising demand
for professional art managers in the cultural
sectors. As a result, the shortage of high quality
art managers is also one of the constraints on the

development of corporate art sponsorship.

The Direction for the Development of
Corporate Art Sponsorship

In the future, corporate art sponsorship will grow
in a fast pace, and will go beyond a simple exchange
of resources between corporation and arts, and will
emphasize the interaction and participation level
on both sides. In the strategic cooperation plan,

the role of corporation will become more active,

transcending the role of a monetary contributor and
the beneficiary of a business deal. Corporate art
sponsorship in the future will be a collaboration of
two equal entities between the business brand and
the art brand. Emphasis on the interaction between
corporation and art, in another word, is to level up
the business’s participation, with both corporation
and art focusing on customer engagement and
experience, and create more cross-sectoral and

diverse cooperation opportunities for both parties.

6 Chu, H. (2009). The Study of Corporate Art Sponsorship.
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Li ZHAO

Professor of China Central Academy of Fine Arts

Born in 1967, Zhao Li is a native of Wuxi, Jiangsu.
After he received his degree in art history from
the China Central Academy of Fine Arts in 1989,
he stayed on to assume a teaching position. In
1998, he obtained a doctoral degree in literature.
He formerly served as the assistant chair of the
Art History department at his alma mater and,
subsequently, the assistant dean of the College of
Humanities. He currently serves as an art professor
at his alma mater and is also an advisor to doctoral
candidates. He is the founder of Art Beijing, Art Nova
100, the magazine “Art Value,” Art Market Research
Center (AMRC), and Chinese Modern Contemporary
Art Document ([CCADJ). He is also a distinguished
research fellow at the Institute for Cultural
Industries at Peking University, a researcher at
the Art Institute of the China National Academy
of Painting, professor at the Guoxue Center at
Nanjing University, and an appraisal evaluation
researcher and expert at Tsinghua University.

He is the convener of Chinese Contemporary Art

(Hong Kong] Promotion Centre, a consultant for
the Chinese Cultural Industries Foundation at CCB
International, a cultural industries department
consultant for Ping An Bank, and a consultant for
the art finance research center for Lombarda China
Fund Management and Guosen Securities. His main
areas of research include art history, art promotion,
the art market, and art finance. His publications
include "Present Situation of Contemporary Chinese
Oil Paintings,” “Literature on Chinese Oil Paintings,”
“Contemporary Chinese Art” (editor), "Brief History
of Chinese Art” [co-author], "Compendium of
Chinese Art History” (co-author]. Projects include
the Chinese Pavilion at the 2009 La Biennale
di Venezia, "Founding Fathers of 20th Century
Chinese Art Exhibition,” “Neo-Chinese Art Pioneers
Exhibition,” "Global Art Collections Summit,”
“Art and Economy Summit,” Annual Meeting for
Contemporary Chinese Art Collectors,” “Shanghai
International Collectors Forum,” and “Art Sponsor
Awards.”
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I-Cheng LIU

Executive Director of CTBC Financial Holding

Mr. Liu has covered the financial sector for over 16 years
with experience from investment banking, retail banking,
wealth management to payment. He joined CTBC BANK
as S.E.V.P in 2013, primarily being responsible for the
cards and payments strategy which includes customer
segmentation refining, card portfolio review and marketing
strategy development. Now more committed into new
payment initiatives,E-commerce and M-commerce tactics.
He also initiated digital life and mobile commerce strategy to
further extend payment market and to create more initiative
opportunities. He was added a new role in Taiwan Lottery
Co., in 2014.

Prior to that, Mr. Liu was the head of Barclays Bank PLC,
Investment Banking Taiwan, playing the leading role of
Foxconn bond issuing, Hermes-Microvision block trade,
Lextar block trade, and TranAsia Airways $75 million
convertible bond.

As the Chairman of the EasyCard corporation from 2010
to 2012, he focused corporate strategies, from launching
loyalty program with leading retailers and forming Trusted
Service Management (TSM) and Third Party Payment
service companies to reorganization in order to increase the
corporate efficiency and improve the business operation. In his
tenure, the number of EasyCard circulated doubled from 17
million to 33 million, recording an unsurpassed growth rate.

Mr. Liu is a native Mandarin speaker, fluent in English,
Japanese and Taiwanese. Currently, he is the club president
of Wharton Alumni club Taiwan and CFA Society Taiwan. He
is a sponsor of the blockbuster movie “cape No.7" (highest
of box office in Taiwan's movie industry), and many other
culture activities such as TED@Taipei.
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Introduction

In the early days, collecting art was merely about
a personal passion and habit. However, as the art
market flourishes, the prices of artworks soon
skyrocket. As a result of the growth, investments in
arts are becoming an alternative option for asset al-
location. In the U.S. and Europe, the market system,
tax law and insurance policy are well established.
The success story of British Railway Pension Fund,
which made considerable returns through trading
art, is a classic and much-celebrated example. The
latest emergence of Asia’s art market is starting
to draw attention, making art one of the focus
investments in the marketplace today. Still, there
are elements necessary for an art fund to work out.
Are the market conditions in Taiwan ready to put art

fund into realization?

i. Qualifying Conditions for Art Fund

In order to make art investment a sound financial
tool, the diversity and quantity of tradable art must
satisfy the demand. Sufficient supply coupled with
an influx of hot money will create a buyer’'s market
in few years. On these satisfying conditions, art will
go beyond a collector’s item, it will be investable.
A successful art investment, however, requires
appraisal technique, market knowledge and great
networking skill. Compared to traditional financial
products, the market of art investment can be
difficult to enter, because it is relatively risky for
prospective investors. Subsequently, crowdfunding
art fund, which can significantly reduce the
perceived risk, is becoming a new favorite.

Art funds pursue a focus investment strategy and

target specific topics of artworks, they also imple-
ment a “lock-up period”, and minimize the risk by
applying both long- and short-term strategy with
the attempt to maximize the returns. To operate the
investment vehicle, investors turn to trustees for
management of their acquisition of artworks, which
is overseen by attorney-at-law and auditable for
accounting and regulatory purposes. Investors buy
“shares” of a particular artwork, instead of buying

ownerships.

Fund Operational Structure

Fund Company

Attorney-at-law — Administrator —— Auditor — Bank

Management

Company

Source: Motif Art Management

Advantages of Investing in Art Fund

1. Capital Appreciation: Artworks of great impor-
tance are known for their value preservation
and appreciation; they also become highly

liquid during recession.

2. Diversification of Risks: Art fund exhibits a

low degree of comovements with the stock

v
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market (of only 0.04], so it is less susceptible

to market downturn.

3. Return on Investment: In the art market, there
is shortage of supply due to high demand.
Rates of returns in the art market outperform
the stock and real estate market for years.

4. Expertise of Professional Fund Manager:
There is high barrier to enter the market in
which successful investment requires relevant
expertise and substantial wealth. Therefore,
crowdfunding can reduce these risks.

ii. Case study of Art Fund in Europe, US
and China

In the U.S. and Europe, the notion of “art fund”
has been in existence many years, and is common
among the people. Art buyers from both regions
used to have the tendency to view artwork as col-
lectible, rather than a means to financial gain. Yet,
due to the recent structural change in the economy,
many begin to ask: Is art a good investment? If an
artwork can prove to be a valuable asset, it should
be considered a good investment option, regardless
of the risks. In general, investors utilize one of the
two strategies to invest in art. First, investors can
purchase common stocks in public companies in
related field. Since this type of investment allows
investors to measure the net asset value (NAV]J,
it is performed regularly through most art funds.
Second, investors can also buy-and-sell actual art.
In practice, it can be challenging for them, since
such strategy will only become fruitful if one has
a sizable network of personal connections and art
management proficiency. Recently, during the rapid
growth of Chinese art market, a large number of

private banking sectors in China adopt a strategic

approach to art fund similar to those in the U.S. and
Europe. They, too, offer numerous rounds of funds,
but differ in terms of operation and structure.

Both the American and European operating mode
of art fund, structurally speaking, consists of do-
mestic funds and international funds. Investments
in domestic funds will be held responsible for legal
taxation, investors’ backgrounds, and etc. Under
securities regulations, it is imperative for both the
management company and the fund company to
calibrate a clear division of authority and respon-
sibility in order to avoid any conflict of interest.
The statutory rules that regulate international
funds, on the other hand, are comparably relaxed.
In most cases, the funds are set up in tax havens
for purpose of tax exemption, such as Bermuda,
Cayman Islands and Virgin Islands. In the matter
of both domestic funds and international funds,
the agreements stipulate for investment target
and volume, the length of lock up period, valuation
method, settlement, termination fee and procedure,
and more. Fund managers usually charge an
annual management fee of 2% (of net value] and
performance fee equal to 20% (of profits) after
settlement. Additionally, participants are required
to pay for the storage and insurance, and also legal

and accounting fees.

In China, the art funds implement a strictly
financial approach. They are fundamentally similar
to their siblings in the U.S. and Europe, and,
broadly speaking, they can be broken down into
the following two variations: A trust or a limited
partnership. Most of the art funds offered by private
banking sectors come in the form of a trust. In

practice, the banks first have to raise capitals, after



which they turn management responsibility over
to the trust companies, and delegate operation
responsibility to the management company. Some
of the fund companies initiate certain measures to
protect the rights of the investors, commissioning
the management companies to make different
proportions of supporting investment, or make
supporting investment against the pledged assets
of the management companies itself, and set
up incentive plan that requlates the rights and
obligations of both investors and fund managers, in

order to ensure more security.

A limited partnership is formed after investment
companies raise capitals for privately offered fund.
It enjoys high level of freedom but lacks the pro-
tection provided by a trust company, subsequently
increasing risks of investors. In practice, a fund
company will be established for investors, and
once the investment is paid in, the fund company
will turn operation responsibility over to the man-
agement company. After the company income tax,
all member investors are allowed to pick up any
returns, according to their percentage of shares.
On top of the company income tax, however, the
recipients will also be obligated to pay the personal
income tax, resulting in double taxation, which sub-
stantially decreases their earnings. Although a trust
company provides oversight, it charges fees. It also
authorizes investment committee to rule over the
management company, impeding decision-making
by the management company during deals, and
causing fund managers’ inability to react promptly
to the market development. Moreover, every
single transaction has to be written-off, making it
unable to conform to the business mode in the art
marketplace, inadvertently adding to uncertainty.

Security matters. The art fund structures in the
U.S. and Europe allow ensuring the legitimate
interests of investors. China, on the other hand, is
lacking the same kind of legal safeguard to protect
investors’ interests in art investment. In addition,
Chinese management teams are less experienced,
less qualified and tend to have inadequate risk
management skills when matched by their western
counterparts, leading to critical failures during
operation. As matter of fact, art as a commodity is
not straightforward by any standards. The price of
art derives from the intrinsic aesthetic value of art
itself, and the ability to recognize such value is a
wide-ranging discipline of art history. A manage-
ment team must first perform thorough appraisal
and evaluation of an artwork, and then make use of
personal connections that are built through years of
networking; buy low, sell high, and always respond
to the marketplace development, in order to make

the investment profitable.

iii. Regulations, Art Market and the
Possibility to Develop Art Fund in
Taiwan

Learning from past experiences, art fund does
not seem viable in Taiwan. As the law that governs
investment activities, namely the Securities
Investment Trust and Consulting Act, only applies
to quoted securities investment, which covers
real estate investment trust (REITs], and the
securitization of real estate and financial asset.
Art asset, however, is not quoted security, but is
instead considered private investment, thus daily
net asset value in art fund cannot be measured.
The investment in art is not overseen by securities
regulations, and as a result it can only be operated

as privately offered fund.
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According to the law of Taiwan, to meet the
criteria of privately offered fund, a fund company
cannot exceed the limit of 35 investors. If a funding
round happens to demand a considerable amount
of capitals, it will pose a high entry barrier for
investors, and the fact that the investment will only
buy “shares” instead of ownerships makes the
marketplace even more unattractive to investors. In
addition, owing to the unconventional nature of art
as a financial asset, investment in art, when com-
pared to traditional financial instruments, seems
out of reach of those who are new to the market.
Furthermore, risks of a privately offered fund are
fairly unpredictable. There will be psychological
expectation for fraudulent activities. Unless offered
through an open platform by a bank, the funds are
unlikely to win confidence over investors. And if the
funds are backed by a bank, it will be a challenge
for a traditional banking system, without any back-
ground in art history, to set the right investment

target and develop a sound exit strategy.

Are the market conditions in Taiwan satisfying
enough for an art fund that sets out to target art as
investment? It's one thing to offer an art fund, but
another to operate the fund successfully. In a small
marketplace such as the one in Taiwan, building
a network takes less time, allowing access to the
latest development of artists, galleries, collectors
and auction companies. Given the conditions, it
creates efficiency for investors to make the right
purchase at the right price. However, one of the
characteristics of a small market is that it is prone
to saturation, leading to low mobility. Once the
maturity period of the fund expires, few takers are
willing to continue the fund, making it difficult to
exit the investment, especially when most contem-

porary art in the region is dealt exclusively between
Taiwanese buyers and sellers with limited global
movement. The market surely shows short-term
promise, but in the long run, risks are far greater
than profits. Unlike Taiwan, China’s currency
renminbi does not circulate abroad freely and its
domestic investment options are limited, thus as a
result when stock and real estate market become
stagnant, art investment grows. Taiwan's free trade
system, on the other hand, allows capitals to move
in and out of the country with ease. The fact that
there are substantial amount of investment options
domestically, on top of the existing high barrier to
enter the art market, nothing seems to incentivize

investors to bring in a large amount of capitals.

iv. Alternative Investment Options and
Operational Suggestions

Although artwork cannot be evaluated on net
asset value, it is evident that art with high aesthetic
value enjoys price preservation and appreciation
over time. In the U.S. and Europe, these artworks
are seen as valuable assets, just as stock and real
estate properties are, and can be considered as
solid options for asset allocation. Not only they are
mortgaged, they also bring tax savings. Art fund is
not the only solution to art investment in the market
of Taiwan. Prospective investors can practice a
strategy that offers more operational flexibility,

such as fixed asset management.

Fixed asset management is designed to meet
personal or corporate needs. It invests in art
through parts of the fixed assets in an independent
account. Contrary to art fund, it is free from the re-
straint of lock-up period as well as the drawback of

being only able to buy “shares” of artwork, because



it is an investment portfolio customized according
to the individual's investment amount, time horizon,
expected rate of return and art style preference. It
is set up by both investor and consultant under a
joint account, and any transaction must be approved
by both parties to be completed, protecting the
interests of investor. Investors also take ownerships
of their acquisitions purchased with the special
account. The goal of the investment is to maximize
returns instead of risk minimization. Nonetheless,
professional consultant team can significantly lower
the likelihood of making the wrong investment.
With rigorously planned entry and exit point, it will
effectively reduce the risks.

In terms of operation, there exists similarity
between fixed asset management and art fund. They
both implement a combination of long- and short-
term strategy (with the ratio of 70% of long-term
investment to 30% of short-term investment). Long-
term asset has the ability to be realized into cash
any given time, therefore the artwork is usually
historically important and come with a high price.
Short-term asset, on the other hand, has high mar-
ket liquidity, and the potential to make capital gains
in a short period of time. It is sold once the value of
the artwork can turn into expected returns, subse-
quently reducing storage and insurance costs for
investors. However, in the changing marketplace,
short-term asset is relatively risky, and apt to cause
misjudgment. By combining long-term asset into
the strategy, it will offset the potential loss against
short-term asset, lowering aggregate risks during
operation. Additionally, investors can design long-
and short-term targets according to the quality,
availability, authenticity and liquidity of artworks,
and further research different art periods, themes,

expressions, media, quantities and sizes in order to
exercise prudence, achieve precision, manage risks
and increase profitability.

[llustration of Long-and Short-term Strategy

10% Long- and Short-term Investment
Master Artists

70% Long-term

of master artists

25% Short-term

new artists

*Triangle represents the quantity ratio of artists from different
levels in the market.

Source: Motif Art Management

Conclusion

The longevity of art fund in the U.S. and Europe
can be contributed to the large marketplace in the
regions. Due to the market size, any amount of in-
vestment in art fund simply does not have the power
to move the market itself. The annual sales figures in
the art market surpass $10 billion in total, in which
the art fund numbers only account for less than
1%. It hardly has any impact on the entire market
structure, or any price-making ability. Both the U.S.
and European marketplaces are provided with a sig-
nificant amount of capitals and sound mechanisms.

Investment in distinguished
artists and some numbers

Investment in distinguished artists
and few numbers of new artists

5% Special Interests
Investment in popular
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Furthermore, the relevant regulations are clear. The
buyers are knowledgeable in art investment as well
as art collecting. Most art funds focus on long term
strategy rather than short-term returns, which gives
room for healthy growth. In China, on the contrary,
the once popular art fund and even the fractional art
units offered by cultural assets and equity exchange
have failed. This is due to the unsound mechanisms
in the marketplace, as well as the fact that most
buyers were speculators motivated by short-term
returns. Together the buyers, sellers, galleries and
auction companies engaged in price-fixing in order
to bring in more profits. However, when faced with
rapid market decline in recent years, many art funds
that are still in operation cannot exit easily.

In perspective, the market of art investment in
Taiwan has not been developed well enough to allow
art fund to exist on its own. It is a collector-focus
market. Unlike China, local buyers do not share the
same level of passion when it comes to investing in
art for profits. Artworks by Taiwanese artists are less
liquid and are given less international publicity, thus
they struggle to provide art funds with fundamental
support in the short run. Even if investors target
western art, finding a management team with rele-
vant background and experience is a challenge, not
to mention the hardship to building and managing
a personal network on global scale, as well as the
ability to understand the subtle relationship between
aesthetics and price of western art. If they choose
to follow the operational patterns of Chinese art
exchange or other related financial vehicles in China,
they will have to fractionalize art pieces and trade
artwork in fractional units, thereby destroying the
uniqueness of each individual artwork and denying
its aesthetic expression, thus repeating the mistake
that cripples the market in China

The market needs capitals to operate, but in order

to attract capitals, thorough plans and complemen-
tary measures should be ready. If Taiwan wishes to
launch an art fund, it should fulfill the prerequisites
first, solidifying the industry chain of artists,
galleries, auction companies and collectors, allowing
training to nurture sufficient expertise, expanding
investment targets, building a global trade network,
revising the tax regulations on art trade, increasing
the demand of the market, so it will boost the
liquidity of artworks and further make exit possible.
Take one step at a time; however, the government
should follow up with the improvements to keep up
with the tide, and devise timely policy measures. It
is the only way to oversee the industry development
and, at the same time, offer more advantages for the
industry itself.
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Constructing an Art Appraisal
Mechanism and a Appraisal Personnel
Certification System

Establishing an Appraisal Mechanism in the Greater China Region
- Do We Need an Appraiser Association of Greater China?

Betty KRULIK

Former President of Appraisers Association of America




Why standards? And Who Administers
the Standards?

Imagine a time when appraisers “shot from the
hip” assigning values to all kinds of property (real
estate, cattle, fine art, businesses] with little or no

reasoning.

Banks lend on the value of the properties .... Taxes
are dependent on property values... who is assigning
those values and what is there methodology?? There
have always been appraisers that followed clear
methodologies; but there are just as many or MORE
that did not.

Hence, with the crisis in the savings and loan in-
dustry in the early 1980°s, the need for improvement
in appraisal practices throughout the United States
was emphasized. The difficulties and losses expe-
rienced by many lending institutions illustrated the
importance of ensuring that appraisals are based
upon established, recognized standards, and most

importantly, that were independent and unbiased.

Enter the Appraisal Foundation (TAF) a private,
not-for-profit corporation charged by Congress of
the USA, with the responsibility of establishing, im-
proving and promoting minimum uniform appraisal

standards and appraiser qualifications criteria.

All of leading professional appraisal organizations
in the United States and Canada met to establish
and agree upon a generally accepted set of mini-
mum standards, those standards were adopted and
The Appraisal Foundation was established, in 1987,
to implement the Uniform Standards of Professional
Appraisal Practice. (USPAP).

The Uniform Standards of Professional Appraisal
Practice is recognized throughout the United States
as the generally accepted MINIMUM standards of
professional appraisal practice.

The Appraisal Foundation has 3 arms:

1. Appraisal Qualifications Board (AQB]J:
establishes the qualification criteria for state
licensing, certification and recertification of
appraisers. All state certified appraisers must
meet the minimum education, experience and
examination requirements promulgated by the
AQB. The AQB has also developed voluntary
criteria for personal property appraisers.

2. The Appraisal Standards Board [ASB):
establishes the rules for developing an
appraisal and reporting its results. In addition,
it promotes the use, understanding and
enforcement of the Uniform Standards of

Professional Appraisal Practice (USPAP)

3. Appraisal Practices Board (APBJ): The APB is
charged with the responsibility of identifying
and issuing opinions on recognized valuation
methods and techniques, which may apply to
all disciplines within the appraisal profession.
The APB offers voluntary guidance in topic ar-
eas in which appraisers and users of appraisal
services feel are the most needed. Compliance
with all guidance issued by the APB is entirely

voluntary.
Disciplines of various Appraisers

In the United States, the only appraisers that are
licensed are Real Estate Appraisers, each of the

50 States has guidelines that meet the minimum
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criteria established by the Appraisal Foundation.

Personal Property Appraisers are NOT licensed
by any governing body, those of us that are mem-
bers of the 3 main organizations, AAA (Appraisers
Association of America), ASA (Appraisers Society
of America) and ISA (International Society of
Appraisers]) adhere to the standards and criteria put
forth by the Appraisal Foundation voluntarily.

Below, is a selection of the broad variety of
disciplines in which Appraisers have specialties:

Real Estate (Farm and Rural as well as

Buildings and Property)

Business Valuation

Livestock

Machinery and Technical Equipment
Gems and Jewelry

Fine and Decorative Arts

The uses of appraisals and appraisers in the
United States and abroad have diverse applications,
this applies to every discipline as outline above.
The need for credible, independent appraisals is
essential where Art and Antiques are becoming
financial instruments, as stocks and bonds and real

estate have been in the past.

Financing

Purchase Price (cost basis)
Litigation

Property tax

Divorce

Charitable donation
Purchase/sale negotiation
Depreciation

Internal Business or Personal financial

planning purposes

Therefore it is of great importance that the
appraisers adhere to standards and methodologies
so that their appraisal reports are transparent and

credible.

In the United States, the Internal Revenue Service
(IRS], is responsible for Tax Collection and Tax
Law has their own guideline for what constitutes a
qualified Appraiser. They are:

1. An individual that has earned a designation
from a recognized appraiser organization,
and or has met the minimum education and

experience requirement.

2. An individual performs appraisals regularly,
and receives compensation.

3. An individual that demonstrates verifiable
education and experience in valuing property

like the subject property of the appraisal

4. An individual that has not been disqualified as
an appraiser by the IRS.

5. An individual that creates reports that are
USPAP compliant.

Because currently our government has little
interest in regulating Appraisers, the idea of
self-regulating organizations with a strict Code of
Ethics is paramount to the IRS criteria.

So, What is USPAP?

The Uniform Standards of Professional Appraisal
Practice is the MINIMUM standard for which
appraisers in the US must adhere. It has numerous
components most of which apply to Real Property,



but some essential concepts are in place for all

appraisal disciplines.

The purpose of USPAP is to promote and
maintain the highest level of public trust in
appraisal practice by establishing requirements for
appraisers. It is essential that appraisers develop
and communicate their analysis, opinions and con-
clusions to the intended users of their services in a
manner that is MEANINGFUL and NOT misleading.

a. It provides Definitions for Valuation, Methodol-

ogies and Approaches:

for example:

i. Appraisal: The act or process of developing an

opinion of value.

il. Fair Market Value: A price achieved in an open

market between a willing buyer and willing
seller, neither being under any compulsion to

sell, and both being aware of relevant facts

iii. Retail Replacement Value: A properties high-

est value that would be required to replace the
property with another of similar age, quality
origin, appearance, provenance and condition

within a reasonable length of time.
iv. Approaches:
1. Income Approach (Real Estate)
2. Cost Approach (Business Valuation)
3. Market Data Approach (Personal Property)

b. Ethics: Conduct, Management, and Confidenti-

ality (examples below)

1.Conduct: the appraiser must perform the

assignment with impartiality, objectivity and

independence

2. Management: the appraiser is paid a fee for his
work (and that fee is NOT contingent on value,
or that the appraiser is biased by the resultant

use of the appraisal.

Confidentiality- the appraiser must preserve and

protect the appraiser client relationship.

c. Competency- that the appraiser must be
competent to perform the report, or  decline
the work.

d. Scope of Work- discloses the purpose of the
appraisal, and what facts were considered to

develop the opinion
e. Record Keeping-

i. Each appraisal assignment must have a work
file with client name, true copies of the report,

and support information and documentation.

i. The files must be kept for 5 years minimum
and at least 2 years following any legal

proceeding.
Associations

There are three associations for personal
property appraisers active in the United States, we
are all sponsors of the Appraisal Foundation. Which
means that our entire membership complies with
the standards of the Appraisal Foundation, and that
we have an opportunity to discuss issues and craft

the guidelines for appraisers nationwide.

a. Appraisers Association of America
b. American Society of Appraisers
c. International Society of Appraisers
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Let me speak about the requirements of my
organization, The Appraisers Association of
America. The Appraisers Association of America
is an international organization based in New York
City with members in cities across the country
as well as in Canada, Europe and Asia. In a field
with no degree and no license, membership in the
Appraisers Association of America is one of the
most important credentials to look for in a personal
property appraiser. Our members are USPAP
compliant and known for the highest standards of
ethics, conduct and professionalism. Professional
members of our Association are in one of two main
categories: Certified Member, Accredited Member.
Certified is the highest level of membership and
a Certified Member always has a designation of
AAA after his/her name indicating that they have
particular expertise in a specified area.

Requirements

Certified appraisers of personal property with our
organization have met the following comprehensive
examination, qualifying education and qualifying
experience requirements.

Qualifying Education

1. An Associate’s degree (2 year college] or
higher at an accredited university. This is
the minimum, most of our appraisers have

advanced degrees.

2. Valuation Education of one hundred and twenty
(120) classroom hours with courses in the

following areas:

Essentials of Appraising

The appraisal process

Types of appraisals

Types of appraisal reports

Uses of appraisal reports
Definitions of value

Approaches to value

Methods of property identification

Legal and Ethical Aspects of Appraising

Codes of Ethics
Legal considerations
Contracts

Research Methods for Appraisers

Valuation theory and principles
Definitions of markets

Market research and analysis
Appraisal Writing Workshop

Narrative report writing

IRS Legal Guidelines in Valuation of Fine and
Decorative Arts

This is specific to estate, donation and gift
appraisals

Uniform Standards of Professional Appraisal
Practice (USPAP)

As defined above

Qualifying Experience
A. Experience Amount

1. 700 (approximately 4 months) hours of person-
al property appraisal experience in specific

areal(s) of specialization
2. Additional experience as follows:

a. Either 1,800 hours (approximately 1 year) of



personal property appraisal experience, of
which at least 900 hours (approximately 6
months] are in areal(s) of specialization

b. 4,500 hours of market related personal
property non-appraisal experience in areals) of

specialization.(Three years).

Why an Association?
Public Trust and Public Service

Appraisers serve the public by providing fair,
objective and disinterested information based on
the facts of valuation methodology. Many of our
professionals serve on boards of not-for-profits,
including museums, public art research programs,
academic organizations and art collecting groups.
They also volunteer for “what's it worth” local
events and lecture to professional and community

organizations and college students.

Furthermore, the Appraisers Association and
its members actively promote high standards of
the field by offering public programs, lectures at
major institutions and corporations, and private
education through partnerships with tax attorneys,
insurance professionals, banks and others requiring
specialized information. In addition, to better assist
collectors and professionals.

The Appraisers Association of America, estab-
lished in 1949, is the premier national association of
personal property appraisers who focus specifically
on fine and decorative arts. With a membership of
over 700 independent appraisers in 100 different
areas of specialization, the Appraisers Association’s
roster of well-established professionals has the
widest range of experience and expertise in their
respective fields.

The Appraisers Association, which is associated
with the highest level of professionalism, is a
dynamic association that is simply unmatched in
the field of personal property valuation. Appraiser
Association appraisers work with private and
corporate art collections as well as partner with
collectors, attorneys, accountants, museums, edu-
cational institutions, trusts, brokers and insurance

carriers to reflect the highest industry standards.

All of our members are required to be certified
according to the highest professional standards,
known in the field as USPAP (Uniform Standards
of Professional Appraisal Practice). Seasoned
professionals, members serve public and private
collectors alike to deliver independent, ethical,
and objective valuations for insurance, estate tax,
charitable donation, equitable distribution, and
liquidation purposes.

Code of Ethics

All Members of the Appraisers Association are
required to adhere to a strict "Code of Ethics”
which ensures unparalleled standards of ethics,
conduct and professionalism. The code requires the
appraiser to serve the public interest as follows:

provide independent valuation outside of third
party influences

retain no outside interest in the subject prop-
erty other than an accurate and professional
value

contract for appraisal work only within the
areas of their professional expertise

reach objective value conclusions by consid-
ering all factors in appraisal standards

use the highest standards of connoisseurship
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in examining and documenting property
professional remuneration is independent of

the value of the subject property

Educational Programming and
Professional Development

The Appraisers Association of America offers a
unique and wide range of professional development,
educational and networking programs throughout
the year, which are available to both appraiser
members and colleagues in related fields. Most
of our programs and conferences are open to the
public. In addition to educating appraisers, they are
of particular interest to collectors and members of
the legal and insurance fields, museum and auction
house professionals, dealers and art students seek-
ing new opportunities. Lectures and related events
feature international experts on varied topics from
Contemporary Art, Folk Art, American Paintings,
Jewelry, Silver, and Photography. Important issues
affecting professionals such as recent international
laws affecting repatriation may also be addressed.
The lectures and programs provide an independent
and open forum to explore issues germane to
the fine and decorative arts. They also provide

unprecedented networking opportunities.

The Appraisers Association of America is
affiliated with New York University's School of
Professional Studies. Highly regarded members
with over 10 years of experience teach in one of the
most prestigious academic programs. Graduates
are awarded a Certificate in Appraisal Studies in
Fine and Decorative Arts and learn to uphold the
standards of professional appraisal practice. In ad-
dition, the organization published a revised edition
of "All About Appraising: The Definitive Appraisal

Handbook,” an invaluable tool for all appraisers at
all levels, and a leading publication in the industry
in September 2013.

Partnerships

The Appraisers Association of America is located
in New York City, the epicenter of the international
art market. The organization invites your inquiries
with regard to creating custom-designed partner-
ships, including special local events or educational
programs as well as sponsorship of our prestigious
lecture series, publications and conferences.

International Standards

The world is getting smaller every day. People
own property and do business in numerous places
around the world, to have one valuation standard
internationally is essential to transparency in
business and to building trust. The International
Valuation Standards Council, based in London is a
not for profit whose objectives are similar to ours
at the Appraisal Foundation and the Appraisers As-
sociation of America. To strengthen the worldwide

valuation profession by:

1. Developing high quality international standards
and supporting their adoption and use;

2. Facilitating collaboration and cooperation
among its member organization’s;

3. Collaborating and cooperating with other
international organizations;

4. Serving as the international voice for the
valuation profession

9. In pursuit of these objectives the IVSC places
paramount importance on protecting the public

interest.



There are organizations in Hong Kong and China
that provide a framework for self-regulating orga-
nizations that promote the highest standard, and
build public trust. Based on an inspection of their
websites, the China Appraisal Society has a similar
code of ethics to our, and is a self-regulating body.
They, too, have a charter that brings transparency
and standards to the profession. While it is unclear
if that association includes just real estate, or if per-
sonal property, and art and antiques in particular,
are part of the association. It seems that the China
Appraisal Society is in accord with and associated
with the International Valuation Standards Council.

While the state licensing of Real Estate apprais-
ers in the United States seemed necessary at the
time, the greater appraisal profession prefers the
self-regulating organizations. We have the oversite,
credentialing and maintenance of files for re-ac-
creditation, and a disciplinary system to address any

infractions.

As a representative of the Appraisers Association
of America, we are here to help you in any way that
we can, as educators, to help in credentialing, and
to vet, as well as uphold the standard for which we

all aspire.
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Betty KRULIK

Former President of Appraisers Association of America

Appraisers Qualifications

Betty Krulik has 38 years of experience in the handling
of American and European 19th and 20th Century art;
she has sold to and on behalf of major collectors and
museums around the nation. She has acted as appraiser
for corporate and institutional collections as well as
private collectors.

Her specialty is American Art, yet in her 8 years at
Christies she handled European Old Masters and 19th
Century works as well as Contemporary Art.

She began her career in 1976 as Gallery Director of
a small American art Gallery. There she learned the
business from the ground up, doing inventory control,
bookkeeping, sales, and research. In 1978 she went
to Christie’s where she became Head of Paintings
Departments, an Assistant Vice President, Christie’s
East, 219 East 67th Street, New York, NY 10021 for
8 years. Responsibilities included business getting,
appraisal, cataloguing of paintings, works of art on
paper, and sculpture, of the 17, 18th 19th and Early 20th
Centuries European and American.

In 1987, she became Director of Spanierman/Drawings,
where she worked for 14 years. At Spanierman Gallery,
LLC she specialized in important American Works of
Art of the 19th and 20th centuries and has been at the
forefront of research in the field, as well as being known
as one of the major outlets for American Art. During
her tenure at Spanierman Gallery she curated many
exhibitions including the museum quality shows of the
work of William Merritt Chase, Willard Leroy Metcalf and
the landmark exhibition, Arthur Wesley Dow: His Art and

His Influence.

In 2001, she took the Directorship of the Department
of American Art at Phillips, dePury and Luxembourg, 3
West 57th Street, New York NY 10019, where she held
the auctions of the famed Glen Foster Marine Art sale,
and the world renowned Thyssen-Bornemizsa collection,
establishing world record prices in many sectors of
American art.

In 2004 she began her business as Private Dealer, Art
Advisory and Appraiser, Ms. Krulik has handled the sales
of important American art, from the Hudson River school
to American Modernism.

She is Certified Member of the Appraisers Association of
America, and currently serves on it's board as Immediate
Past President. She also has served on the Advisory
Board of the Munson-Williams-Proctor Institute, in Utica,
NY, and the Masterworks Museum of Bermudian Art.
She is President of the William Merritt Chase Catalogue
Raisonne committee, and on the advisory committee for
the Thomas Wilmer Dewing Catalogue Raisonne. She has
appeared as an appraiser on Antiques Roadshow, and
has lectured at the Appraisers Association of America,
New York University’s Continue and Professional Studies,
as a panelist for International Institute for Conflict
Prevention and Resolution (CPRJ, the Art Litigation and
Dispute Resolution Practice Institute of the New York
County Lawyers Association; and for Universities and
Museum groups around the nation. She is a member of
the in the prestigious Private Art Dealers Association.
Recently she has taken on the administration of the
Willard Leroy Metcalf Catalogue Raisonne Project.
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Constructing an Art Appraisal
Mechanism and a Appraisal Personnel
Certification System

Establishing an Appraisal Mechanism in the Greater China Region
- Do We Need an Appraiser Association of Greater China?

[ A Conversation about Authentication, Certification, Attribution
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Abstract

In today’'s art scene in China, the management
and perception of art are in deep waters. Its
situation is rather chaotic. What frustrates the most
is that even with a large number of new original
works being made day after day, a matching amount
of copies, forgeries and counterfeits are being
created as well. The problem with quality control
is becoming a more serious issue everyday as
floods of forgeries and fakes find their ways into the
market. With no bottom line, price inflation schemes
lead to unstable values and distorted appraisal
standards. There are also a number of pseudo
experts who make unjustified profits from art
appraisal, certification and quality tracing without
relevant professional abilities and ethics. To expand
their businesses, they will not hesitate to employ
false promotions about themselves, further compli-
cating the academia as though the situation in the
market was not complicated enough, adding hail to
snow. These pseudo specialists in art authentication
plot numerous schemes with the pseudo artists
for their pseudo art. In doing so, they create the
social responsibilities for the legitimate specialists
in art authentication to make reformative changes
and a positive impact. In the context the current
status in China’s perception and management of
art and in regards to the demand for authentication
in artwork’s attribution, originality, and pertinent
information, as well as the demand for professional
and efficient management solutions to copy, forgery,
fake, counterfeit and ghost authorship, | will discuss
my observations and thoughts on the subjects of art
authentication, certification, attribution, appraisal

and some other relevant issues.

I. Systems of Art Authentication and
Registry

On the subject of art authentication, different
methodologies, modes and professional references
are in place. However, they can be classified into
the following 4 categories: artist authentication,
empirical authentication, technological authentica-
tion and scientific registry. Certain instances might
fall under one specific category, while some others
apply to more than one. There is a long history of
practice pertaining to artist authentication and
empirical authentication. Technological authen-
tication and scientific registry are new systems
evolving from the modern technology. Together
they represent the positive energy of anti-forgery
“alliance”. However, the real world is both complex
and uncertain. Now, | will go in depth on the present
situation as well as the problem analysis of these 4

categories.
1) Artist Authentication

Artist is the creator, the maker and the rightful
witness involved in the creative process. Therefore,
without a doubt, he or she is deservedly the most
qualified individual to authenticate an artwork
of his or her signature. This not only safeguards
the copyrights of artist, but also protects artist’s
relevant interests and reputation. Further, artists
should always take on the roles of an advocate,
a supporter and a participant in maintaining the
order of the art market itself. There is a long
tradition of the practice of artist authentication.
The authentication is performed relying on the
memory and self conscience of artist. It does not
involve any complicated methodology or procedure.

Nevertheless, there are problems need to be
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pointed out. a)] All humans are mortal. When an
artist is still living and in good health, he or she will
be needed for verification if disputes surrounding
the authenticity of a particular artwork arise. Thus,
artists are tremendously valuable resources when
it comes to art authentication. However, as we
know very well, all artists in the ancient times have
long been deceased, and even some of the modern
artists have now passed away. Late artists cannot
possibly authenticate their artworks. b) Artists are
subject to memory loss and vision deterioration,
especially the elderly. It will be impossible for them
to have unabridged memories to recall details
about every single work created in their lifetimes.
As a result, it is inevitable, and understandably
so, that they will be mistaken due to poor eyesight
and memory loss. Also considering the fact that
forgeries today manage to look very genuine, and
appear to have no conceivable differences from
authentic works. They usually seem right according
to artists’ visual memories, leading to misjudgment
and resulting in inaccuracy. c) The authentication
process is vulnerable to ethical transgressions
as well. There have been instances in which the
artists and their families consciously choose not
to identify the authorship of their creations in fear
of damaging their reputations due to the poor
quality of the works. d) In general, artists spend
most energy on creating art. Authentication can be
seen as an act of "moonlighting”, thus it will not
be their professional focus. Controversies emerge
when serious time consumption, opportunity cost,
additional charge, and the availability of certification
and documentation is involved. There is also an
issue of personal safety resulting from subsequent
dispute and conflict of interest. Further, it will be
more complicated when authentication involves

artist’s family member, but it is unnecessary to go
into details of the matter for now.

2) Empirical Authentication

Empirical Authentication is also called conven-
tional authentication. It is an academic analysis
system that underlines the accumulation of first-
hand experiences and knowledge. The specialists
and researchers in the specific discipline heavily
emphasize the role of empirical evidence, hence the
self-explanatory name “empirical authentication”.
For the sake of academic classification, the word
“empirical” hereby should not be confused with the
derogatory tone of the philosophical theory “empir-
icism”. The authentication of Chinese art such as
painting, calligraphy, porcelain and bronze relies on
historic texts, modern academic publications and
papers, as well as word-of-mouth transmissions
of knowledge and experience, which all prove to be
priceless cultural resources. Therefore, the com-
munity of specialists who have deep proficiency in
the discipline are the clear leaders in the field, thus
should be given due respect. On the other hand,
those unqualified should not disgrace the system
by using it as a “reference” tool and marginalize its
importance.

However, we must also confront the problems we
face in the system of empirical authentication. al
How professional is the specialist? An art authenti-
cation specialist requires learning about a wealth of
authentic artworks in order to become good at the
job. Regardless of art genres, let it be ancient art
or contemporary art, any individual will only be able
to perceive a part of it, and to perceive more will be

extremely challenging, not to mention to perceive



an art completely, which will be impossible. One
must tell what is real before being able tell what is
not. The level of familiarity with the artist’'s authen-
tic pieces determines the ability to identify forgery,
counterfeit and copy. Hence, a specialist can be an
expert in a particular artist, a particular topic or
even a particular period, but will not be able to be
an expert in everything about art. It is impossible to
become “Superman” in art authentication. b] Many
empirical authentication specialists utilize their
observations of artist’s style and artistic technique,
which is rather understandable and will usually do
the job. But there are drawbacks in this approach.
First, artist’s style and technique are dynamic.
They can change. Second, any style of art can be
imitated. No matter how deeply skilled the artist
is, techniques can be replicated. Nowadays, owing
to the modern technology, today's forgeries are
capable of exhibiting little to no visible difference
from the authentic. In the context of the intricate
nature of reality and modern advanced technology,
the credibility of authentication specialty will be in
question if it only depends on observations of tech-
nique and style. ¢) How will the system of empirical
authentication fit into the legal system of China? The
legal system in the country is bound by the rules
of evidence, but the system of empirical authen-
tication lays emphasis on experiences. Empirical
conclusions can arrived at based on experience
and observation. Without question, a specialist can
expertly utilize experience and observation as basis
to identify many forgeries in no time. Still, there are
times when mistakes are made in the process. With
regards to the rules of evidence, we must confront
the questions and problems we face in the system
of empirical authentication. We must examine how
to apply the legal body to the operation of empirical

authentication. Keep up with the times and make
improvements in order to ensure the longevity of

the system.
3) Technological Authentication

Influenced by both the international trend of
scientific solution to authentication process and
the domestic trend of integrating science and
culture, art authentication in China must take a
historic turn to the way of science. By utilizing
optical microscope, Raman spectroscopy, infrared
spectroscopy, x-ray fluorescence spectroscopy and
other instruments in modern optical technology,
a specialist can, without imposing damage to art,
obtain the material data of artworks from past
to presence. Use this information to construct a
comparative basis for different art periods, and
gradually build a scientific investigation and au-
thentication system for all works. The design path
as well as the research objective is fairly feasible
and reasonable. However, we face a question of
whether it is a long-term or short-term objective.
Chinese art are not only in the possessions of
private collectors and cultural institutions on both
sides of the straits, but also in the collections
privately owned by connoisseurs living in different
countries across the world such as Great Britain,
France, the United States and Japan. Building a
material database of art that is extensive enough
for investigative operation is not a task that can be
done by a single scientific research team in only few
years. Therefore, one must exercise extra caution
when approaching a business that advertises itself
as “technological authentication” professional. It
will endorse a specific technological authentication

equipment as if it was an all-powerful machinery,
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but in reality there is no tool or system that can be
credited as the "magic mirror” in art authentication.
In an ironic fashion, there is no shortage of fraud
involving “magic mirror”, as many in the industry
call such system “test passing machine”. Once
the machine passes the test, the results can be
taken out of context with much absurdity. In the
advertisements of these businesses, references are
intentionally made to mention the names of certain
specialists and even some academics in the attempt
to affiliate with these professionals. Many in the
industry have taken offense at it. There is a saying
that goes “Let the cobbler stick to his last”. Any
expert who walks outside of the area of expertise
and enters into a new profession will be considered
unprofessional, and it is no exception with the
specialty of technological authentication. Without
the necessary support of scientific data, there is no
level of difference in the abilities between a well-

known expert and an ordinary scientific researcher.

Of course, the contributions and the role of
technological authentication must not be taken
lightly. The system has proven to be successful both
domestically and overseas. Moreover, there is a
continuing success in the authentication of painting,
calligraphy, porcelain, bronze and gems. Especially
in recent years, this scientific application has made
numerous newsworthy identifications of high quality
inkjet-printed forgeries. It is well received by the
industry, and highly reputable among the public.
As a result, it is imperative that technological
authentication will continue, but it should take it

step by step, making steady and gradual progress.

4) Scientific Registry

For generations, there has not been a registry
system that is able to substantiate creation and
circulation of Chinese art. It is the why, in present
day, much of the heritage and history of Chinese
art has not actually been able to come to light
completely. As a result, unsolved mysteries may
never be solved, and certain controversies will likely
never settle. In light of this, how to make use of the
gift of modern technology to implement the reg-
istration of art and personal accountability will be
essential to the art management of today. In 2009,
the researchers in our institution utilized optical
instruments to perform large-scale observation on
the microstructures of various works. They proved
that even a single component on the surface of art
has certain microscopic formation that is unique
to it. Registering each microscopic image into the
system as an unique information about a targeted
original work of art. In the future, such data can be
used to disclose any artistic deviation from the orig-
inal. And because even a high level forgery is only
capable of copying artistic style, it will not be repli-
cating artwork’s material formation on microscopic
scale. Shortly after the conclusion of the scientific
research, | learned much about the functions and
properties of A200 microscope, and subsequently
introduced it to the industry of art registry to collect
microscopic image as investigation evidence. Thus,
| designed a business mode named “"Register
for Chinese Painting” along with its marketing
campaigns, and experimented with the proposition
in various business corporations. This establishes
the foundation of the business of art registry that
leads to future expansion of the industry. It has
gradually generated a trend of art registration in
China. However, we must think of it with discretion

when considering the increasing popularity of art



registry and relevant advertisement. In the aspects
of technical equipment, business standards and
application range of the system, there are still
improvements need to be made. As a matter of fact,
the mode has only generated an increase in applica-
tion range in terms of Chinese painting. As for other
painting media such as oil painting, the business of
art registry is still either in the developing phase or
in initiation process. With regards to professional
credentials, academic standards and business
development, there are even more problems to be
solved. Sadly, some in the industry of art registry
are motivated by self interests alone. They not only
lack professional credentials, but business ethics as
well. If we entrust these people with the duties of art
registration, how can we feel safe? What should ter-
rify us more are the collaborated schemes between
mercenary specialists and pseudo artists, forgers
and forgery dealers. If they succeed, they will turn
positive energy into negative, then transform the

refinement of the market into further disorder.

Il. Thoughts and Perceptions of Basic
Concepts

The development of China’s art-related produc-
tion, perception and management is unbalanced and
inconsistent. China's art production enters an age
of diversity and prosperity within the past decades,
with the increase in the number of artists leading
to artwork growth in terms of quantity and quality.
Nevertheless, the perception of art and the devel-
opment of art management are lagging behind. Not
only there is a shortage of professional personnel,
but a scene of serious disorder as well. Forgery is
wildly rampant, imitation is a common phenomenon

and there is a huge contrast between art’s true

values and inflated prices. Activities of false
advertisement and fraud have become normalized.
There are a number of reasons behind the chaos.
Two of the reasons that should not be overlooked
are the failure to perceive the basic concepts and
intentional market tampering. The perception of art
is an academic discipline. It is also an indispensable
skill in today's art management. Since the
perception and management of art concerns the
interests of certain individuals and the profit gains
of certain organizations, many, especially those
who do not possess the necessary qualifications
and credentials, enter the profession for the sole
purpose of money-making. But they cover their true
intentions with falsified commitment to refining
the market, disobeying academic standards in
attempt to distort the basic concepts and ideas of
the perception and management of art. Therefore, it
is time to address the basic concepts and problems
on the subject.

1) "Art Authentication” and “Art Verification”

The words “authentication” and “verification”
share two similar definitions of establishing truth
and accuracy. They do not differentiate much from
each other, as the latter focuses on the importance
of evidence substantiation and proof, while the
former emphasizes the discovery of the truth with
conclusive accuracy. Authentication cannot be
performed without the process of verifying, and vice
versa. It is evident that "Art authentication” and “Art
verification” refer to the same topic. In practice,
authentication specialists and verification special-
ists are working in the same discipline. They both
target the same subject matter. In the perspectives

of research substance and commercial practicality,

Wa)sAg UO0IBDIIIIB] J9UU0SIad 1esielddy e pue wsiueyday jesiedddy 1y ue bunoniisuo)

103



TN 2 R S T R 2 e R WA B0 S ’\

#

or in the scope of business design and attribute,
“Art Authentication” and “Art Verification” are two
separate formulations, but are the same means to
the same end.

2) The Popularity of “Art Verification”

In China and the region of Hong Kong, Macau and
Taiwan, as well as other Chinese-speaking coun-
tries and regions, the vast majority of organizations
and the societies have preferred using the term
“authentication” for decades. Comparing to terms
such as “verification” and “investigation”, “authenti-
cation” has been used more frequently and broadly.
But neither “verification” nor “investigation” can
be seen as new vocabulary or new concept. The
legal system in Taiwan has been referencing
“verification” for a while, as the term is featured in
various institutions such as Forensic Science Bu-
reau. In 1997, the State Administration for Industry
and Commerce of the People's Republic of China
promulgated the Provisional Regulations of the
State Administration for Industry and Commerce
on the Authentication of Economic Contracts. Hong
Kong's television station TVB (Television Broadcasts
Limited) coincidentally ran a successful drama
series named Untraceable Evidence in the very
same year. Both literally referenced “verification”
in Chinese, as the show’s success grew, it brought
significant popularity to the term. In recent
decades in China, there has been an educated
group of people in the field of art authentication
and art management that are starting to have a
new mindset under the influence of modern legal
system, the increasingly mature perspective on the
subject , and the inspiration from their firsthand
experiences. The group starts to question the con-

ventional practice of authentication, specifically the
practice of reaching conclusion without any burden
of proof; they are also raising serious concerns and
issues about the phenomenon of “unsubstantiated
authentication” due to the lack of conclusive
evidence in the process. Between the year of 2008
and 2010, as the director of the national scientific
research topic “Scientific System in Authentication
of Forgery in Painting and Calligraphy”, | reached
out to professions in the judicial and organizational
culture community to explore the problems in
art authentication. We had a general consensus
that the outdated way of authentication without
the burden of proof can hardly be in accordance
with today’'s legal system that accentuates the
substantiation of evidence. Therefore, in the several
research projects | led, | fortified the concept of
evidence investigation, and further proposed that
the modern authentication procedures should be
ready for a historic transformation to become an
evidence- and science-based practice so as to be
incorporated gradually into the structure of our

legal authentication system.

Under the surrounding circumstances, we
analyze and compare the statistics of the public
usage of the following terms: authentication,
verification, validation, identification, attribution
and appreciation; and we find that “verification” is
growing in popularity in terms of the prevalence of
users and the frequency of usage. The implication is
very clear.

3) The Meaning and The Role of “Art Verification”

Art verification is a professional language of
acquiring the necessary cognition pertaining to



the authenticity in the attribution, the originality of
art and the accuracy of pertinent information so
as to determine whether art is an original, forgery,
replicate, counterfeit, copy or created under ghost
authorship. It should be up for the rigors of scien-
tific investigation, and concurrently comply with
academic principles of scientific argumentation.
Also, it should encourage a combined application
of a multitude of efficient anti-forgery measures,
becoming a mode and system of art perception,
management and service in the Internet Age.

Art verification is an academic discipline in
the field of art perception with evolving nature
that is also one of the essential topics in today's
art management. Hence, it is an integral part of
the perception of art and the system of cultural
management. There is a threefold accomplishment
that can be done with art verification pertaining to
the field of art perception: The first is to verify the
identity and attribution of artwork. The second is to
verify the originality of artwork. And third is to verify
the academic analysis of pertinent information.
It will also touch upon various aspects of cultural
management such as art exchange, sales and
collecting. Its resources and socialized services

entail a breadth of potential for cultural industry.
4) Conclude Deliberately and Be Investigative

Faced with a multitude of terminologies used
today: authentication, verification, identification,
differentiation, validation, etc., | aspire to see a rise
of popularity in the usage of “identification” just
as we have seen in “verification” in recent years.
Because there are so many incidents involving art

forgery, the traceability of affected artworks will

require a substantial amount of proof, thus it can
only be acquired through a lengthy process of sub-
stantiation of evidence and scientific argumentation
to solve only a portion of the cases. Certain identify
of artist and year of creation will probably remain
unknown forever without being given a conclusive
answer. In such complexity, when differing opinions
are not resolved and even lead to conflict, the term
“identification” allows room for discussion and is

deemed more appropriate and objective.

In the 80s, the State Administration of Cultural
Heritage of China organized a group of experts,
consisting of Xie Zhiliu, Xu Bangda, Qi Gong, Yang
Renkai, Liu Jiu'an and Fu Xinian, to inspect a num-
ber of cultural institutions and museums in various
provinces and cities. They proceeded to conduct
research on tens of thousands of ancient paintings
and calligraphies, out of which many received a
finalized authentication result. However, 235 pieces
of art in pre-Yuan Dynasty period had not been giv-
en a conclusive result due to the group’s different
opinions on findings. In view of this, they did not
make any conclusion, but they did record these
opinions for future reference. Thus apparently,
these experts also fell victim to the phenomenon of
“unsubstantiated authentication”. However, it does
not mean that they are professionally incompetent.
It is actually quite the opposite. This entails that
they truly possessed a scientific mind along with
great professionalism. From past to presence, the
phenomenon has been a common occurrence in
all professions. Nevertheless, today’'s treasure au-
thentication television shows tend to tell a different
story. It gives us the impression that authentication
experts are possessed of an almost god-like power

that enables them to know the identity of artifact
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right away. While being entertaining to watch, the
shows themselves do not reflect either the reality
or commonality in the practice of art authentication.
In real life, an authentication specialist must only
make conclusion with the utmost deliberation and
care, and in the meanwhile keeps an investigative
approach to every single case they are working on.
Even if an authentication result is formally certified
by an organization, people should question its
credibility to make this determination, and ask what
legal basis the conclusion is derived from and what
scientific evidence is applied in the decision-making

process.
5) The Quality, Value, and Appraisal of Artworks

In art appraisal, there are numerous factors and
issues that demand our attention and investigation.
The immense versatility, complexity and the
multi-faceted studies on the quality of art are
not to be downplayed. Take the art of painting for
example, there are 3 forms featured within a single
painting. The first is the material form. It includes
paper or canvas, pigment, ink, inkpad and so on.
Since a painting cannot exist without its material
form, there will always be quality issues in terms of
material. The second is the artistic form. It includes
style, imagery, shade, color and so on. Without the
artistic form, there is no art. Thus, there will be
quality issues in the artistic form. And the third is
the spiritual form, consisting of theme, substance,
thought, emotion, politics, philosophy, mood and so
on. There will also be quality issues on the spiritual
level in a painting. This goes to show that painting
is not an ordinary commodity. The existence of the
3 forms creates the inevitable threefold of quality
issues. Therefore, when evaluating the quality of

art, one cannot neglect the quality of the forms,
but instead one should appraise art in a combined
aspect of artistry, material and spirituality. Only
by having superior quality in all three forms, an
artwork can be called a masterpiece. It should
be noted that no one is allowed to exaggerate the
importance of one single form over the others in
attempt to boost the overall value of an artwork.

In a recent debate about Jiang Zhaohe's famed
painting Liuwang Tu on whether it is a traitorous
work of art or a patriotic, some consider it “the
greatest Chinese portrait painting in the 20th
century”, while some others find the painting to
be politically incorrect and a treacherous act to
China, thus it should not be a part of the Exhibition
Commemorating the 70th Anniversary in the War
of Resistance Against Japan. Then there are the
people who feel that since the painting is politically
polarizing, it should be withheld from the public.
Lately, | had a chance to discuss the controversy
with Mr. Lin Mu in person, and we reached the
consensus that we ought to examine each form of
Liuwang Tu: its spiritual theme, artistic style and
material quality, in order to complete a thorough
evaluation. Whether an art is to be approved of or
to be disapproved of, art evaluation should cover
all facets of artistic creation instead of singling
out one particular form of art. Any praises should
not go unsung and any criticisms should not
go unnoticed. Furthermore, it should be given
context for more comprehensive investigation and
comparative research. We should have evaluated
Liuwang Tu this way, just as we should have done to
any other artwork. There is a large number of self-
claimed “painters”, "artists” and “calligraphers”

in China, but if we provide it with enough context



for research, we will find that many of them are
merely “hobbyists”™ and “art enthusiasts”. And the
same applies to many painters and calligraphers
in the industry who, in all possible ways, promote
themselves as “unique” “innovative” and even
“leading”, once we give it enough context for com-
parative research, we tend to find them to be less
than advertised. Therefore, the artistic technique of
artist, the prototypicality of given artwork in partic-
ular period and the quantity of market supply are
all determinants in the assessment process of art
appraisal. There are also factors such as whether
a targeted artwork is one of best-known works by
the author, the size of frame, the conditions of art,
additional relevant information, and so on. More
importantly, besides performing quality analysis
and value assessment, art appraisers must provide
artwork with enough context and with sufficient
quantity of comparable works for thorough compar-

ative research.

The study of the value and price of art covers
a variety of topics. Since scholars have been
conducting multilayer research on the subject in
respect to human civilization and living, history and
politics, culture and technology, ethics and religion,
emotion and senses, experience and recognition,
creativity and artistry, investment and business,
public interaction, advertising, collector’s psychol-
ogy and so on, these existing studies have already
provided much information and require no further
elaboration. The value of art and the price of art
are two completely different concepts. In general,
a high value artwork should reach a high price. But
in reality, there is no such certainty. According to
individual cases in some regions, | have discovered
examples in which great artworks by genuine artists

have low selling price, while inferior artworks have
high selling price inflated by price-fixing, creating a
huge gap between the art’s true values and prices
realized. Not only it proves that the art market in
China is less developed with less maturity, it also
shows us the negative impact of bureaucracy, the
violation of academic principles and the failure
of cultural management. Numerous scholars
have been paying attention to art sales index to
specifically study certain auction schemes in order
to gain more insight into the problems of bogus
transaction and price-fixing. Such research is
necessary for obvious reason, however, | urge every
expert and professional in the industry and every
consumer in the market to pay even more attention
to the plots behind realized transactions, because
a large collection of statistics of realized prices
and payments often show indications of underlying
irrationality, irregular corruption and absurd
activity. No wonder many educated individuals are
hoping for a refinement in China’s art market that

will rectify the situation.

I1l. Market Demand for Authentication and
Verification of Art

The market demand for art authentication
and verification is high and has turned into a
pressing one. Such demand entails that many
great achievements in academic research and
cultural management can be possible, and a
massive cultural industry can be created through
the formation of this new culture development.
The realm of authentication and verification is
very broad. It will also affect many other trades
and industries, and, as a result, generate a variety
of new possibilities. Although, when we study the
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nature of authentication and verification, we should
break it down into the 3 following components: the
attribution of artwork, the originality of artwork and
the accuracy of pertinent information.

1) Authentication and Verification of Attribution

The questions we are faced with in making an at-
tribution are: Is the artwork truly created by the at-
tributed author? Who and what are the unattributed
artists and artworks? This is the main functionality
of the 4 systems - artist authentication, empirical
authentication, technological authentication and
scientific registry. And the responding modes and
operations are as followed:

a) Target the original art and perform authenti-
cation. Authentication must be practiced with
the presence and participation of the author.
Specialists will utilize professional technology
such as forensic verification instrument and
positioning membrane to produce unique
microscopic images of the targeted artwork as
proof of authenticity, and import the informa-
tion into professional database for long-term
authentication service.

b

Target the original art and define respon-
sibilities. Utilizing the forensic verification
instrument to target the information of unique
microscopic images of artwork and target
the original artwork through the records of
circulation, sales and collecting. Import the
information into professional database in
order to clearly define the party responsible
for any potential forgery dispute and provide
long-term liability service for targeted art-

work. Meanwhile, it will continue to undergo

research and investigation on the authenticity

of attribution.

c] Determine authorship. Take advantage of his-
torical data, information, and individual case
studies, to analyze the elements and details in
artistic form and spiritual form, deconstruct-
ing the style and artistry to determine the true
author. Or adopt modern optical technologies
such as forensic verification instrument,
optical microscope, Raman spectroscopy,
x-ray fluorescence, etc. to obtain microscopic
images and data of internal material composi-
tion which will, through scientific investigation
and argumentation, determine the identity of
true author. Or utilize academic resources
and technological acquirement from both
methods above to trace artwork’s history, and

ultimately recover true identity of the creator.

2) Authentication and Verification of Artwork’s
Originality

The questions we are faced with in authenticating
art’s originality is: Is the so-called original work is
truly original? In regards to the authentication and
verification of originality, there are two rules as
followed:

a) An original artwork must be the first of its kind
in some respects that is entirely distinctive
from what has been done before. In reality,
an abundance of so-called original art, while
promising, are often limited to its small circle
with little context. But when we put it in a
larger context through a broader comparison,
we will find that these works are merely an
imitation or copy of something else. However,



there are incidents in which the similarities are
unintentional. If such situation arises, we can
only determine art’s originality based on the
time of creation. With the dawn of the Internet
Age, it provides many cross-context opportu-
nities for imitator and copyist to do wrong, but
it also facilitates the process of cross-context

comparison when authenticating originality.

b

All original art must embody originality. If
artwork appears to have no embodiment of
originality, how can it be called original? Of
course, it will be impossible for original work
to have entirely new features in all of the 3
forms of art - material form, artistic form and
spiritual form - but embodying a distinguishing
feature in at least one form is a must. Whether
it is originality in the use of material and
technique, originality in artistic expression and
language, or even originality in theme, sub-
stance, spirituality and concept, for an artwork
to have any kind of embodiment of originality
is rare and very hard to come by. However, any
original must be placed in a large context of
art from past to presence in order to confirm
its originality through comparison on a broad
scale.

3) Authentication and Verification of Pertinent

Information

The authentication of pertinent information is
to determine the accuracy of the material from
advertising, critique and evaluation of art, as to
whether they are objective, correct, and follow reg-
ular practices in art as well as being in accordance
with academic principles. Authenticating pertinent
information about artist and artwork is discovering

truth in incidents of copy, replication, forgery,
imitation and ghost authorship and restore the true
identify of art, undoing every mistake and pseudo
academia element in the information. And through
academic correction of scientific investigation and
argumentation, import the accurate information
into the database. Because the data of art and
the pertinent information about author often has
direct influence over the price value of artwork and
involves the interests of artists and collectors. Cer-
tain information will have lingering effect on society
and generations to come. Therefore, it is imperative
that the data of pertinent information in the art
registry system is correct, accurate and credible.
The specialists in the discipline must follow
academic principles and preserve high standards of
professional integrity. The information pertaining to
artwork and artist must be investigated and verified,
and any descriptions suspected of price fixing will
be deleted as a result of academic violation.

IV. Technical System of Scientific Registry
of Art

We should implement scientific registry
management that will apply to all art from the past
to future, and concurrently establish corresponding
art database. Using the Internet technology to
better service the activities of art exchange, sales
and collecting is not only a wonderful prospect,
but also a pressing demand. To realize this, we
must call for better standards of equipment and
technology of art investigation and authentication.
In 2008, armed with all the academic resources
| had acquired and the advantages offered by the
national scientific research project, | engineered a
scientific registry for Chinese paintings combining
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art and technology, and led the research team to
push forward the first generation of technique and
mode. To this date, the application of the technique
and mode has led to extensive utilization of the
registry and has also received favorable reviews.
However, | still sense the need for improvement
in the aspects of technique, equipment and mode
regarding the scientific registry of paintings and
calligraphies. Although a number of individuals and
institutions have tried to improve it by introducing a
series of substitute, remade and invented technical
equipment and operational modes to the public,
they still exhibit problems of accuracy, exactness,
usability, credibility and so on. Thus, as of lately, |
reached out to several affiliated communities in the
professions of organizational culture, technology,
public security and judiciary, to conduct targeted
research. Adopting a new concept of integrated
investigative method that follows the rules of
“image + word” and “evidence + witness” under the
brand “Yi Guan Suo”, | have developed a positioning
membrane and forensic verification instrument
for paintings and calligraphies, and have also
devised a new corresponding technical system
and operational mode. All has been accepted and
approved by the Criminal Technique Product Quality
Supervision & Test Center of the Ministry of Public
Security as well as the specialists of Ministry of
Culture, and has since been in phases of large-
scale production and popularization. Many agree
that the accomplishment of this particular research
and the new operational mode will effectively
consolidate the management of art, and contribute
to the refinement of the art market. The followings
introduce the features and functionalities of the
microscopic image forensic verification instrument
and microscopic composition positioning

membrane designed specifically for paintings and
calligraphies:

1) Overlapped Image of the Membrane and
Artwork is Able to Identify All Forgery

The microscopic positioning membrane is able to
mark all components on the art’s surface, allowing
identification through collecting positional and
comparative evidence. After placing the membrane
over the original work and registering the
generated image, the membrane will be able to
identify any handmade forgery with 100% certainty.
When overlapping the positioning membrane over
the registered image, the transparent membrane’s
every horizontal and vertical line, every segment
of square, every oval and rectangle that marks the
evidence, every serial numbers of the evidence,
and the level of proximity between the strokes of
characters and the compositional details on the
surface, all become markings for composition on
artwork’s surface. Import the overlapped image in
the registry as the basis for future authentication
use. When authenticating, place the positioning
membrane over targeted surface, and reconstruct
every horizontal and vertical line, every segment of
square, every oval marking, every stroke of char-
acters and the proximity between the overlapping
image and compositional details. If the reconstruc-
tion fails due to apparent positional difference,
then we can conclude that the targeted artwork
is not the registered original artwork. However,
this measure only applies to identifying handmade
forgery, forensic verification instrument will be
needed in case of inkjet printing, collotype printing
and other modernized copying techniques. Also, the

positioning membrane is able to shield art’s surface



from the instrument, thereby protecting the work

itself during the investigation process.

2) The Instrument is Able to Identify All High
Quality Forgeries of Any Type of Inkjet Printing

Inkjet-printed forgery boasts a high level of
resemblance to authentic art. Since the texture of
the ink can be made very close the original paint,
the forgery is almost impossible to be detected
by the naked eye. Furthermore, inkjet technology
is still improving, making texture even closer
to original’s, as pigments and dyes can now be
sprayed into smaller ink dots in a droplet. But the
purpose-specific forensic verification instrument is
equipped with higher-resolution image display and
higher level of magnification capacity, therefore
it can view and obtain information through its
lens device from image comprised of extremely
small ink dots, making it able to identify high level
inkjet-printed forgeries of all types.

3) Operational Benefits and the Rigor of the
Instrument and Membrane

In regards to current problems in art authenti-
cation, operating small portable instruments on
large size art limits the investigation range to the
bordering area near frame, leaving a blind spot in
central area. As for benchtop instruments, they are
designed to be operated on workbench with little
versatility, therefore are not ideal for authenticating
large size art either. Most importantly, there are
inconveniences in both portable instrument and
benchtop instrument when implementing integra-
tion of evidence and witness, indicating they lack the

necessary rigor in the system of investigation and

authentication. Forensic verification instrument and
positioning membrane can be operated on surface
of art through the attraction of magnetic force, thus
can be used in any existing surroundings of art, and
is able to set position and adjust light accordingly
at once, allowing a sequence of maneuver that has
many benefits. It can save working time and space,
facilitating the process of obtaining microscopic im-
age and elevating efficiency in collecting evidence.
Moreover, it combines instrument’'s collection of
microscopic evidence with camera’s investigation of
macroscopic evidence, integrating evidence image
and witness image to form a rigorous system of
investigation and authentication, thereby increasing
the credibility of the system and its adaptability to
the legal sphere.

4) The Instrument’s Precision and Accuracy

Conventional method of microscopic comparison
often has an effective area of 12 millimeter, which
is too small to be located easily and difficult to
be positioned precisely by lens control. In light of
this scenario, the forensic verification instrument
and positioning membrane is equipped with high
precision positioning device. When acquiring and
investigating evidence, place the transparent
positioning membrane over the surface of art, use
the oval outlines on the membrane as markings of
evidence to target collecting position, then set the
overlapped image of the membrane and surface
as well as the oval markings as the positioning
basis for the instrument’s lens control. There
are a total of 9 markings in oval shapes, each
containing smaller rectangular outlines. The serial
numbers of markings are labeled by 3 different

codes according to its level. The software in the
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forensic verification instrument contains oval
positioning label, which can be positioned with the
evidence markings of ovals and rectangles on the
membrane. Together, they generate a complete
implementation of image information registry with
referencing serial numbers. Using this method to
label evidence’s markings and serial numbers is
equivalent to accurately highlighting evidence on
art without physically touching the surface. It solves
the problems of inevitable human errors from hand
marking and numbering evidence. It also reduces
the difficulties of locating markings of evidence,
and allows accurate documentation without having
to hand write anything. As a result, the efficiency
in the authentication process is increased, and the
credibility and integrality of the data is significantly
solidified.

5) Other Benefits and Functionalities of the

Forensic Verification Instrument

a) The instrument has installed a textual informa-
tion and writings storage software. Investiga-
tors can take advantage of various language
and input sources to record basic information
about the author, artwork, etc. on the spot,
adding it to microscopic image obtained
through evidence collecting and investigation,
and take a picture of the records to be import-
ed to the storage. In the immediate process
of investigation and obtaining microscopic
image through instrument, investigators
can document basic textual information
pertaining to the specifications about art in the
picture taken. It creates thorough image data
combining texts and picture, strengthening the

links between texts and picture to ensure the

accuracy of data, simultaneously enhancing its

credibility and competency as well.

b) On-screen display of the identification number

C

d

specific to the instrument used will link it
to the user of the instrument and the image
obtained through the particular investigation,
providing convenient access to targeting spe-
cific institutions, specialists and operations. It
will better manage specialists and operations,
and enhance the credibility and competency of
data.

Utilizing the Internet and GPS system to display
and document correct time (including year,
month, date, hour, minute and second) and
location of investigation conducted. Then,
combine every targeted textual and image
information mentioned above and save it in
the storage, adding to the integrality of data to
prevent future tampering or any unauthorized
modification to the texts at an unidentified
location, thus increasing the credibility and

competency of data.

Connecting the instrument’s identification
number shown on the bottom left on the
screen to the time of investigation displayed
on the bottom right on the screen to create a
data number (identification number + time of
investigation). Using data number, one can tell
right away which instrument is used, by whom
and when the data are collected. As a result,
whether investigation takes place domestically
or overseas, how many instruments have been
used and how many data have been obtained,
the data number will remain the same,
providing convenient access to searching and

tracing data.



e] The forensic verification instrument has built
in various media applications and programs
such as QQ, email, WeChat, Bluetooth, web
browser, image storage and so on. It allows
instant data transfer to other locations, as well
as instant storage and sharing. It also allows
smart phone and iPad users to enjoy the con-
veniences of instant investigative information,
providing an enormous facilitation to the timely
transfer of data and services of investigation to
different locations.

In sum, the techniques and equipment in the field
of scientific registry of art have matured. But with
regards to the issues of popularizing application
of the technical system, integration into academic
system, creating larger database of "art + the
Internet” and taking steps to the socialization and
internationalization of its application and service,

there are still challenges to overcome.

V. Academic Issues and Interests in
Authentication of Art

Every link in the process of art identification,
verification, authentication and appraisal requires
support of academic substance. But authentication
results will often affect personal interests. A short
while ago, we were offered an opportunity to view
a private collection of paintings by a collector.
Upon viewing, we had some suspicions about
these works, and decided to perform microscopic
investigation on these paintings with the help of
forensic verification instrument. On the surfaces,
we discovered microscopic ink dots, which can
only been seen on inkjet-printed works. In the end,
this collection of 3 paintings was identified as high
quality forgeries produced with modern technology.

When commenting on the result, many sighed:
“This equipment has no considerations for people’s
feelings. Once it presents indisputable evidence,
millions and millions of investment can turn to dust
at a blink of an eye!” Apparently, there is much
about art authentication that involves both academ-
ic and personal interests. Thus, the interests of art
collectors and investors are not only a matter of
art investment and collecting, but also a matter of
art identification, verification, authentication and
appraisal. Whether or not authentication practice
is performed with academic and technical com-
petence and whether or not it exercises objectivity
and precision when determining authenticity and
value concerns the very interest of investors and
collectors. In further elaboration: The new cultural
mode of scientific registry-based art authentication
is made possible through the maximization of
efforts by professions in many different disciplines
and seizing every possible opportunity. It is a major
initiative of art management, and it also entails art
authentication’s potential as an enormous cultural
industry. Two years ago, an individual made a
prediction that, based on the high demand in the
market, the business of art authentication will be
able to make an annual profit of 1.5 to 2 billion RMB
soon after its national expansion. Since the costs of
scientific registry of paintings and calligraphies are
relatively low, once the public starts to learn about
this low risk-high reward investment opportunity,
there will be an influx of cross-professional and
unprofessional groups of people into the market
who will be exhibiting inadequate expertise.
However, a lack of professional expertise is not
an issue, neither is being cross-professional
or unprofessional. They can be fixed by diligent

learning about the trade, which will ultimately
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elevate one’s professional skills and standards.
As for being “in it for the money”, it is not an issue
either. There is nothing wrong with making profits
in an appropriate way. Issues only arise when
individuals or institutions who enter to the business
not only lacking professional expertise, but respects
for regulations and laws as well, and even without
basic academic integrity and professional ethics. In
pursuit of fame and wealth, and to protect special
interests of certain groups, they abuse the power
of their profession and achieve what they desire
by fair means or foul, creating academic disorder
and corruption, committing business manipulation
in the name of China with attempt to monopolize
the market. In light of this, we must emphasize
the healthy development of the new cultural mode
of art authentication, and pay extra attention to
individuals who create academic disorder and
corruption in the pursuit of fame and wealth and for

the protection of special interests.
1) Beware of Manipulation for Fame and Wealth

There is a deputy-level official in China who
founded the Chinese Society of Inspection and
Quarantine (shortened as the Society in this article).
The Society itself ought to be a self-sustaining
social organization. When the organization en-
countered problems with revenues, the director,
lacking basic knowledge and training in art, started
to take interests in the cultural industry of art au-
thentication. However, the Society does not possess
operational qualifications required to perform any
authentication, neither does it have any professional
capabilities for it. As a result, the director began to
utilize other resources in attempt to gain advantag-
es in the field. To achieve market manipulation, the

Society ceaselessly causes academic disorder.

The director pulled strings to change the name
of the magazine "About Food” issued under the
Society to "Art Verification”. The new magazine
is still sponsored by the Society, thus the Society
is able to utilize its media platform to publish a
series of nonsensical statement. It proclaimed in
the first issue of the magazine early this year: “'Art
Verification” is a new concept derived from "Art Au-
thentication” with specific properties, which are the
globally-recognized "4 major national principles for
fundamental qualities’: investigation, standardized
measurement, certified approval and testing... The
four principles share a strong correlation between
each other, forming the integral part of the art
verification’s chain of links. Upon the foundation,
it develops into a new system that is both theoret-
ically substantial and practically important... This
is what makes ‘Art Verification” so remarkably
different from ‘Art Authentication.”” Subsequently,
the notion of the so-called “Art Verification” and
the systematic concept that is “derived” and
“remarkably different” from “Art Authentication”
suddenly creates itself out of thin air. What is even
more absurd is how the Society and its director
praise the pioneer and the ambassador of the term
“Art Verification”, stating in the magazine: ""Art
Verification is a new concept first put forward by the

**% of *** in discussions

national deputy director
with Standardization Administration of the People's
Republic of China, Beijing Entry-Exit Inspection and
Quarantine Bureau, and a number of experts and
scholars.” Many readers react to the statement
thinking it is a typical example of faux academic in
addition to market manipulation. Art verification is

not a new term or a new concept. The industry is



well aware of the fact. The retired deputy official has
a level of art cognition that is lower than those of
the students in art academy. And not only is that the
case, the director has to rely on ghostwriters such
as artists and secretaries to create manuscripts
and articles. But creating falsehood about inventing
the concept of “Art Verification” is enough to show
the director’s inexperience, ignorance and lack of
judgment in the field of art. What is worth noting is
that this unprofessional individual wants to not only
become the leader of "Art Verification”, but also
establish the system of “Art Verification”. It is very
disturbing. It shows that in the areas of serious ac-
ademic corruption, more is needed be done besides
having legitimate sources of art authentication and
verification. We should target and punish malicious
acts, false representations of our national and
government, false advertisements and erroneous
regulations pertaining to art authentication. The
reality of identification, verification, authentication

and appraisal of art is extremely complex.

2] Questioning the “Quality Tracing System of Art
Verification”

Ever since 2015, the Chinese Society of Inspection
and Quarantine has been promoting its "Quality
Tracing System of Art Verification”. Actually, the
main body of the system is based on the textual
image analyzer developed by Shanghai Jin-du
Technology Company. It is equipped with mac-
ro-view camera technology to take macro photos of
miniature textures on paintings and calligraphies.
However, the system is not capable of detecting
necessary material required to identify modern
high quality forgeries and even ancient counterfeits,
not to mention the ability to analyze the 3 forms

of art (artistic form, spiritual form and material
form]. And the functionalities of investigation and
evidence collecting are hardly practical in terms of
authenticating sculpture, porcelain, bronze, gem
and other types of art. In some instances, it is not
suitable for certain oil painting, lacquer painting,
and other forms of painting. The main researchers
for Shanghai Jin-du Technology Company admit it
with honesty, but the Chinese Society of Inspection
and Quarantine overlooks the fact. It continues to
advertise the equipment and system for profits,
claiming it to be the "Quality Tracing System of Art
Verification”. Some have already questioned the
Society: What are the functions of "Quality Tracing
System of Art Verification”? How effective is it?
What quality issues in what specific kind of art can
it resolve? Why does the Society refuse certain
authentication and traceability requests made due
to its advertisements? In reality, everyone is aware
of the fact that no matter how advanced the tech-
nology is, there is no such thing as “magic mirror”.
With regards to the quality tracing system, it will
be better off to be perceived realistically. Do not
underestimate the public’'s intelligence by perpetu-
ating a false idea of a "system” in the industry with
attempt to deceive the society and the government.
Who are to bear the negative consequences?

3] Misconceptions about Artwork’'s Quality

Control in Advertisement

The director of the Chinese Society of Inspection
and Quarantine states: "The determinant of
artwork’s conditions is essentially an issue of
quality. The disorder of the market of art is an issue
of quality control.” The Society continues to claim:

“One of the main reasons behind the disorder in
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the art market is the disregard to the "4 major
national principles for fundamental qualities”. To
solve the variety of problems in the art market, we
must enforce plan to strengthen the fundamental
qualities by improving the basics of investigation,
reinforcing the rules of standardized measurement,
enhancing the applications of certified approval
and bettering the services of testing. Only by
accomplishing all these, we can strike at the root of
evil and restore art to its pure form.” The statement
is lacking substance and objectivity. Anyone has the
slightest knowledge of the art market knows that
the disorder is not caused by the quality problem
with the material. It is true that there are differenc-
es in terms of the material quality and price. Take
Shanghai Marie Painting Materials for example, its
products are divided into professional grade, reg-
ular grade and even paints for children, depending
on the different material standards. Among them,
the professional grade paints have the highest
quality, which are well-received domestically and
overseas. The regular paints have lower quality but
are sold at a lower price point, therefore are just
as popular sales-wise. The quality in the children
paints cannot be expected to be the same as the
quality in the professional grade ones, but are held
at higher health and safety standards. China’s mar-
ket boasts a large number of amateur painters and
art beginners, and they often do not feel the need
to purchase high quality yet pricey professional
painting material. As a result, forgery problems
with the art material market in China are not as
serious. It is very rare to hear about fake rice paper,
ink, paint or inkpad. Thus, the 4 major principles for
fundamental qualities - investigation, standardized
measurement, certified approval and testing - only
apply to regular products. Art material is the ex-

ception. It is a physic product created by human, so
it has an independent system of quality standards.
Defining art as a strictly physical product is com-
pletely incorrect. Quality issues with food, drugs
and regular commodities are essentially the failure
to meet the quality standards or the use of fake
ingredients. The issues with art forgery often do not
involve any problems with material quality. Certain
forgeries are made with even better materials than
the originals. So fundamentally, the forgery of art
is not the forgery of material, but the forgery of
authorship. Therefore, it is not a matter of quality,
but a matter of trust. Art forgery is a violation of in-
tellectual property and an infringement on the right
of reputation and authorship. It is a commitment
of fraud, a commercial dispute and even a criminal
act. These are the real quality issues of art. One
should not confuse it with the quality of art material
and blame it on the art supplier. The supplier is
doing a very good job.

The Society once brought up the slogan “Pushing
the art market into a new era of quality”, which
itself is a copy in poor taste from the existing slogan
“pushing China’'s commodity market to a new era
of quality”. The latter slogan is widely recognized
by the public, while the former causes tremendous
confusion. “Pushing the art market into a new era
of quality” is merely an advertising message that is

nothing short of amateur.

China prides itself with a wealth of artworks that
are rich in both varieties and styles. Looking back
on the history of generations and generations of
Chinese art, it has a vast capacity of themes and
cultures, covering all beings under the sky. The

author can be an imperial painter, an intellectual,



an aristocrat, a modern artist, a college professor,
a professional artist, a hobbyist, a folk artist or
even a great master. The works can be very much
unadorned, glamorous, perfectly intact or broken
in pieces. However, its artistic and historical values
can not be decided solely by the quality of material

and preservation status.

[ would like to ask the creator the slogan
“Pushing the art market into a new era of quality”
the following questions: Considering the fact of this
era of booming art creation, exchange and sales,
plagued by the widespread problem of forgery,
should it be qualified as an era of quality or not?
How would you qualify the era of the art market be-
fore in the ancient times? Is there any measurable
quality in China’s generations of national treasures
and artifacts? Do they belong to an era of quality or
not? Also, what are the criteria when categorizing

different historical eras of quality?

I still have questions for the creator of the slogan
“Pushing the art market into a new era of quality”:
To ensure the quality of China’s art market, what
are the artworks that should not belong to the mar-
ket according to its “quality standards”? Are they
the works that have lived through generations but
are in bad physical conditions? Or the works created
by country folks or commoners? Or those under-
developed works made by children, housewives or
retired seniors? But in fact, great masters are not
born, but made. They often start off the foundation
of making low quality works. But only through the
process of making low quality works, they can have
the opportunity to make works that are high quality
down in their career. As a result, we should exercise
prudence when speaking of art’s “era of quality”.

And instead do serious research on art and the art
market before commenting on it.

Although, we should not underestimate the intel-
ligence and the level of knowledge the Society has.
In its advertisement, it once stated: “As everyone
knows, the Administration of Quality Supervision is
the main body of quality control in the nation.” “As
the Administration, its goal and duty is to better
service the development of art industry, to contain
the disorder of art authentication and push the art
market into a new era of quality.”

Based on the reasoning, the Society can defy
the administrative regulations that have entrusted
art-related governing responsibilities, authorities
and duties to the Ministry of Culture, and customize
a new set of authorities, rules, regulations and
standards in the aspect of "quality supervision”,
reassigning authentication affairs from the cultural
governing body into the quality supervision body,
while the Administration of Quality Supervision
itself has no art management authority. Accord-
ingly, the Society has the right to represent the
government to implement quality control of all art
authentication entities, and centralize the issuing of
authentication certificates and investigation reports
on behalf of the government. Thus, charging fees
for these services are more than reasonable. So
when faced with a wealth of artworks in China’s
market, the Society managed to invent a system in
an almost immediate fashion, namely the "Quality
Tracing System of Art Verification”. Additionally,
in a number of advertisements, the Society claims
it to be the "National Quality Tracing System
of Art Verification”, and state the intention to

enforce compulsory registration of art in China.
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Furthermore, it plans to place an electronic label of
the Society onto every artwork in China, including
modern paintings and calligraphies. And of course,
there will be fees associated with the services.
Learning about these activities and strategies, it
is apparent that the intelligence and knowledge of
the Society are not to be questioned, but instead we
should question its motive and position. However,
do not underestimate the intelligence of the
professionals and the vast number of consumers in
the industry of art authentication and management.
We are well aware of the situation.

4) Questioning the "Six in One” Authentication

System of Art

Even since the forming of new cultural mode
of art authentication and the initiation of national
social science topic “Research on the Construction
of Art Authentication Systems and the Industrial
Mode”, the construction of art authentication sys-
tems have received much attention in the academic
field. The experts leading the topic expect to finish
the research by 2017, and the results are to bring
significant contributions to technical development,
academic research, institutional construction
and other aspects of art authentication. When
speaking of the construction of art authentication
systems, it will be fairly easy to fabricate numerous
systems if they are to be used as catch phrases in
advertising campaigns. However, if the systems
are to be carefully planned, considering all aspects
of technologies, academics, industrial modes and
government regulations, it will not be a simple task
at all.

In order to have a clearer thought process of how

to construct the systems, it is necessary to analyze
the phrases that have been widely publicized by the
Society: “Taking technological authentication as the
foundation, empirical authentication as the refer-
ence, standardized measurement as the evidence
basis, certified approval as the means, testing
as the support, informatization as the platform,
and further connect with common international

regulations.”

a) Regarding the foundation of art authentication
systems, if explained in the perspective of in-
dustrial development, the variety of resources
of art authentication should be considered
the basic elements of the foundation of art
authentication. The authentication systems,
namely artist authentication, empirical
authentication, technological authentication,
which are 3 authentication methods used to
directly identify art, and scientific registry,
which is an anti-forgery registration system
with verification capabilities. These 4 systems
unite to constitute the entire structure of art
authentication with each has its own function
for applications. If the machine requires all
4 to work as a whole, why should we only
consider one of them to be the foundation? Is

it less or more important?

When authenticating high quality forgery
made by modern technology, technological
authentication will be playing an essential
role. Rather than calling it the foundation, it
will be more appropriate to call it the main
force or main body. When identifying the
authenticity and periods of ancient paintings
and calligraphies, we must possess a

substantial amount of authoritative data about



the material of paintings and calligraphies in
the past. Due to the fact that ancient artworks
are not only kept in the cultural institutions
on both sides of the straits, but are also in
museum collections in countries such as Great
Britain, the United States, France and Japan,
not to mention the large number of private
collectors overseas. As a result, it might take
generations of efforts to finish off assembling
data of material compositions on all ancient
artworks. Technological authentication is still
in need of a more complete authoritative data
for proper data comparison, which is the rea-
son why its application is limited to identifying
counterfeit of ancient art that is made with
modern material. However, today's skilled
forgers avoid using modern art supply when
forging ancient works. Also, in the ancient
times, emulations and originals in the same
period often exhibit no difference in terms of
material composition. Even if we only focus the
application of technological authentication on
the art of today, there are many problems too.
Despite using the investigation technology of
modern science can accurately disclose the
material components of a targeted artwork,
the key is not about discovering material
components, but instead whether a targeted
work contains any distinguishable material and
whether the specialists are able to pinpoint
the unique trait of the material composition
among piles and piles of art data. Without
the support of the registered information
about artwork’s material composition and the
microscopic image of the unique trait, modern
commercial art suppliers’ expertise of material
often lacks credibility. As a consequence, long-

b

C

J

term planning is needed for the basic data that
technological authentication depends upon.

Regarding the phrase “Taking empirical
authentication as the reference”, the director
of the Society has, on numerous occasions,
expounded: “The idea behind taking empirical
authentication as the reference is to “make
bold assumption” based on empirical evidence
that will be used as reference into the process
of technological authentication, realizing the
integration of empirical and technological
authentication, and suggesting the suture
development of art authentication.” On March
2015, Chinese Artists Association chairman
Liu Dawei, as well as artists and scholars
including Zhang Tinghao and Pan Lusheng
all refuted the system of “Six in One”. They
countered that the empirical authentication is
a discipline exercising deliberate analysis and
disciplined judgment through the guidance
of experiences and knowledge, thus it will be
naive to consider it “making bold assumption”.
One of the group even joked about the claim,
saying: “Thankfully, it wasn’t ‘making bold
imagination’” Empirical authentication
always has its share of significance in real life
application, so it should be given due respect.
Using the word “reference” to marginalize
importance of the discipline and using the
word “bold assumption” as dismiss to its
rigorous process of academic research is
an distortion and abuse to the discipline and

profession of empirical authentication.

Regarding the evidence basis in art authen-
tication, the main for China’s conventional

empirical authentication is style and artistic
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skill. And of course, using individual style,
periodic style and the level of artistic skill as
the determinants of authenticity make perfect
sense and are usually effective. But there are
problems as well, especially the problems
with credibility when using the technique on
high quality forgery that is made with modern
technology. However, the correct response
to the problems is not to disregard these
evidence basis, but to improve and better it in
the aspects of theory and practice.

The evidence basis in art authentication
should be diverse. With regards to the
evidence of individual style and artistic
ability, one must take considerations of the
dynamical element of artist's ability and the
transformative element of artist's style. With
regards to the system of artist authentication,
the evidence basis is memory competence
and credibility. As for the level of memory
competence and credibility, it varies from
individual to individual. With regards to the
system of technological authentication, the
evidence basis is microscopic image and
compositional data that contain comparable
information. Also, the level of quality and
quantity of the data are crucial. With regards
to the authentication aspect of anti-forgery
registry, the evidence basis is investigation
data in the storage and new investigation data
collected. Anyone familiar with the operations
of art authentication is aware of the fact that
only the evidence basis mentioned above
are truly applicable and usable. Of course,
we can discover other evidence basis when

looking at different angles. For example, it

can be evidence basis by policy and regulation,
evidence basis by rules of morality or evidence
basis based on academic principles. All these
evidence basis are more feasible and import-
ant than the “standardized measurement” can

ever be.

Measurement refers to the activity of realiz-
ing the unification of units and the accuracy of
data. The term “standardized measurement”
will be explained better as standard measure-
ment, referring to the activity of realizing the
unification of units and the accuracy of data
that is officially approved under regulations
and in normative use publicly and repetitively.
Artists and authentication experts all agree
that it is ridiculous to impose the terminology
of supervision of physical products on the
evaluation of physic products. Art creators,
appraisers, theoretical researchers and
managers will not welcome the introduction
of “standard measuring tool” into the cultural
field to be used as evaluating basis for physic
products. An artist comments sarcastically:
“This is some rare and great material for
comics.” In terms of standardization, there
is no lack of standard basis in the field of art.
Experts have already undergone research of
standardization of different topics of art to
many research results. The government’s
cultural department has published a series
of normative documents about certain
standardizations of culture and arts. Technical
standards must be pragmatic. It must comply
with relevant law of the country, and be appro-
priate for the healthy development of industry

as well. Many in the industry have a consensus
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that the construction of technical standards in
art authentication must be approached from
the perspective of the industry and be executed
by true experts. The rules, regulations and
standards fabricated through manipulation of
unprofessional individuals standing in the posi-
tions of certain interests will not be accepted.
They will be neglected by history and labeled
as corruption and disgrace to academia.

Regarding the means of art authentication, they
are diverse, and will become different options
according to the nature of authentication and
methodology. As far as the system of artist
authentication is concerned, no means is
necessary. Relying on memory will suffice, but
it must be done with integrity and also obey
ethics rules. As for the system of empirical
authentication, it is a methodology based on
the combined analysis of experiences, intelli-
gence, knowledge and observations. Although
they are indeed means as occasional technical
maneuvers, to describe them as methods
will be much more appropriate. They system
of scientific authentication involves a variety
of different technical equipment, technical
means, scientific investigations and argumen-
tations. Registry authentication is an practice
of authentication of art based on anti-forgery
registry, which can be defined as a means.
There are various means in art authentication,
and they change according to the nature of the
targeted artwork. Anyone with the slightest
knowledge of art authentication will know that
not only there are different means used in
identification between paper-based arts, such

as paintings and calligraphies, and non pa-

e

per-based arts, such as porcelain and bronze,
there is also a distinguishable difference in
means solely when identifying paper-based
artworks such as paintings and calligraphies.
For example, the means of identification
of inkjet-printed forgery, collotype-printed
forgery, water block-printed forgery and high
quality handmade forgery are totally different.
As for the phrase “certified approval as the
means”, there has not been any instance of

such.

According to the International Organization
for Standardization (ISO) and the International
Electrotechnical Commission (IEC), they define
certification as a qualifying and judgment tool,
approved by a body of authority, to prove that
certain organization’s product, service and
management system is with accordance to
relevant standards, technical specifications
and regulations. Approval is a qualifying and
judgment tool by an approval authority to
admit the ability and professional qualification
of certain certification authority, supervision
authority and laboratory, as well as certain
professional in the field of inspection, exam-
ination, and so on. It is also a recognition
of professionalism to the professional or
the professional body. Apparently, certified
approval is a solitary and independent system
in professional management, instead of a
means to art authentication.

Regarding the support of art authentication,
who should be responsible for supporting the
systems of art authentication? Based on both
the current and past authentication institu-

tions and professionals, some are supported
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by the cultural and museum system, some are
supported by the public safety system, some
are supported by the legal system, some are
supported by national research institution
and educational research institution, some
are supported by art sales organization such
as auction company, culture and artwork
property exchange and private gallery, while
some others are not supported by a specific
body, but support themselves through the big
market of artwork. If “testing as the support”
refers to professional support instead of
organizational support, then the people in
the industry will inform you that the system
of artist authentication does not require
testing as support, neither does empirical
authentication; technological authentication
uses the microscopic technique to identify ink
dot in inkjet-printed forgery, and the technique
refers to “microscapic investigation” instead
of “testing”. The same applies to anti-forgery
registry that targets microscopic traits used
for further authentication, which is a technique
that will be incorrectly described as “testing”.
Using technical equipment such as Raman
spectroscopy and x-ray spectroscopy to obtain
information of material composition can seen
as “testing”. However, what is the proportion
of the importance of this “testing” in the
context of art authentication? For now, it is
not even 1/1000. The technique will be of any
significant use to the individual laboratory and
investigator alone. It will only be capable of
real application once a credible comparison
database is constructed through collecting
sufficient data in art. How can we fast-forward
the historic development? How can the entire

operations of art authentication be supported
by a single technique? Will the industry of art
authentication welcome it? Will the public

approve of it?

f) Regarding the phrase “informatization as

the platform”, what is the platform? How to
define the platform of art authentication?
The definition of platform often refers to
a raised surface, figuratively meaning an
environment of workplace. Hence, regardless
of the workplaces for different authentication
systems such as artist authentication, em-
pirical authentication or anti-forgery registry
authentication, or the physical environments
of art authentication laboratory or academic
research, any specific location can be defined
as the platform of art authentication. What is
“informationization”? Based on authoritative
documents, it is defined as “the historical
progress that fully utilizes information
technique and develops information resources
in order to facilitate information exchange and
knowledge sharing, to achieve economic gain,
and to boost social advancement. After such
definition is clarified, another question arises:
Informationization is a progress in the capacity
of time, how can it be confused with platform,
which is a space? The phrase “informationiza-
tion as the platform™ sounds promising, but is
incoherent at best.

Regarding the database of art authentication
and informationization, not only they are
repeated subjects, but are also accomplish-
ments already done by many from the past to
presence. As for how many accomplishments

have been done? What kinds of problems ex-
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ist? And how should it continue in the future?
We better leave it to experts to explore and to
design solutions.

Which standard international regulations does
art authentication need to connect? In 2012,
an “Art Perception and Management Experts
Conference” was held in Hunan, China. It was
a conference involving much international
networking and cooperation of experts. Experts
from all over the world exchanged information
about art perception and management, dis-
cussing several relevant issues. One issue in
particular is that the experts aspired for more
international coordination, even collaboration,
on the subject of art authentication. But until
today, there has not been any signing of the
law that stipulates universal regulations in art
authentication, thus there is no such things as
standard international regulations to connect
with. Not only that some international experts
were baffled by how much the Chinese art
market is flooded with forgeries, they also
could not comprehend China’s ambition to
substantially grow the cultural industry of art
authentication. They thought that in order to
grow the industry successfully, it must be sup-
ported by high demand for identifying forgery.
It seemed to them that it was no different than
spreading hard nails alongside the roads in
order to boost the business of automotive tires
repair. Based on this reasoning, individual
businesses that survive on art authentication
will have tremendous incentive to register and
certify any art for profits regardless of quality.
Will there be any potential corruption arising

from the plots between malicious institutions

and artists. We should give more thoughts to
these possibilities and work to prevent them.
As a result, experts reached an consensus that
art authentication is an academic discipline
and governmental duty in cultural manage-
ment. Some more serious instances of sales
and production of forgery should be handled
legally. The industrial mode of the socialized
service of art authentication is being regionally
experimented and is steadily expanding under
the guidance of relevant regulations. However,
there are few motivated by self interests that
disrupt the healthy pattern of such develop-
ment in attempt to affiliate art authentication
bodies with a certain organization or individual
to achieve monopoly and control over the
market. Based on international positions on
art authentication, there is not substance in
the phrase “connect with standard interna-
tional regulations”. It will be more practical
and noteworthy if rephrased as “connect with

standard international practices”.

In sum, the so-called “Six in One System of Art
Authentication” is clearly proposed by amateur. We
can just ignore it. But because the individual has
been spreading false information in all regions of
China as well as disrupting the course of devel-
opment of art authentication’s academic research
and business, it has infuriated and disgusted
many in the industry, especially when the official
and the Society have gone beyond spreading false
information and start to manipulate authentication
affairs for personal interests, | cannot sit by and let

this happen.

It is inevitable that the industry of art authen-
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tication gets mixed in with unprofessional and
greedy individuals with no business ethics. Some
pseudo artists want their works to be labeled with
certification “approved” by certain authentication
and examination body for the purpose of price
inflation. With no bottom line , these pseudo
artists collaborate with mercenary specialists in
an academically unprincipled “approval” scheme
that will ultimately transform positive energy in art
authentication into negative, turning refinement of
the market into further disorder. So beware!

Authentication of art is an indispensable com-
ponent of the system of cultural management. We
must follow the steady footsteps of art and make
orderly progress. Avoid “Great Leap Forward”-style
rush, as many have urged: “The traditional business
of empirical authentication has been in disorderly
conditions. We must prevent it from happening to

the new industrial mode of art authentication!”



Constructing an Art Appraisal Mechanism and a Appraisal Personnel Certification System
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Former Dean of Art Science and Technology Studies Center, China Art

Science and Technology Institute

A first-class artist and art authentication scholar, Yin Yi
has been the recipient of special government allowances
from the State Council, is deemed a highly-skilled
individual in the national cultural industry, and is also a
recipient of Ministry of Culture’'s Innovation Awards. He
formerly served as art director at the Publication Bureau
of Shangdong Province, art researcher at the Shangdong
Province branch of CFLAC [(China Federation of Literary
and Art Circles]), and both director of the Painting
Authentication Center and director of the Art Research
Center at China Art Science and Technology Institute. He
currently serves as a member of the academic committee
at China Art Science and Technology Institute, visiting art
professor at Central Academy of Cultural Administration,
research fellow at the Artistic Creation Department of
China Art Research Institute, and chief convener and
director of the academics committee of the Chinese
Artwork Appraisal Alliance.

From 1970 to 1984, Yin Yi concentrated his efforts on
the learning and creation of many genres such as oil
paintings, Chinese paintings, propaganda posters, comics,
etc. Representative pieces of this era include oil paintings
such as “Wishes,” “Great Warrior,” “Tibetan Girl” and his
published propaganda posters. From 1985 to the present,
Yin Yi has much of the last three decades focused on the
research of innovations in Chinese painting techniques.
His neo-Chinese painting “Silver Tide” was nominated for
the 8th National Fine Arts Exhibition and his neo-Chinese

painting style comics “The Call of Life” (10 in total) was
nominated for and received an award at the 9th National
Fine Arts Exhibition. Much of his work have also been
selected for important domestic and foreign exhibitions.
He has held personal exhibitions in Jinan, Beijing, Los
Angeles, Philadelphia, and Leipzig. He also held joint
exhibitions with other artists in more than twenty cities
both in China and abroad.

With the support of national research agencies, Yin
Yi has spearheaded the Ministry of Culture’s special
funding project “Research on New Mediums and New
Techniques of Chinese Paintings” and a National Cultural
Enhancement project “Chinese Painting Material
Technology and Applied Research”. He also combined
disciplines and conducted in-depth research on the
language system in Chinese painting and its issues of
expression. Not only did he obtain good results, he has
also created many great pieces of art. His snow series,
boulder series, clouds series, wilderness series, neo-
Chinese painting series, and his series on rehashing
classic pieces have all presented a brand new artistic
effect.

When Yin Yi was serving as point person for the “Art
Authentication System”, a National Scientific Research
project, he conducted systematic research on the history
of art appraisal and its present situation. He designed
a general theory on the new modes and structure of art
appraisal. In particular, he designed and launched the



operations of “Tracking Chinese Painting” and led the
research team in archiving some artists and their work
in a scientific manner. Not only did this provide vital
technology for promoting new modes of art appraisal,
it also standardized operating procedures and business
models. In terms of scientific appraisal and tracking, new
research milestones were achieved and Yin complied
many academic publications such as “Tracking Chinese
Paintings,” "New Exploration into Art Appraisal,” and
“Understanding and Managing Paintings.” He also wrote
for many domestic and foreign media outlets and attended
seminars in many cities across the Taiwan Strait. By
doing so, he laid a very strong academic foundation for
the development of this industry. When the project passed
evaluations in 2010, it was heavily praised by experts in the
field.

In 2012, the National Scientific Research project “Paintings
Tracking Validation System” successfully passed
evaluations and the evaluators all believed the research
results would greatly benefit both the business and the
industry and that its value, both real and historical, cannot
be underestimated. Projects that Yin Yi spearheaded
that also passed evaluations include “Research on the
Chinese Art Ecosystem” and “Categorical Analysis and
Modality Research on Art Tracking.” He is currently the
leading expert spearheading the National Social Sciences
Foundation project titled "Research on Art Appraisal
Systems Construction and Industry Models.” Since 2011,

Yin has led research terms and trained many entities such
as Artron Group and Shandong Art Museum in scientific
appraisal of art and scientific tracking technology. He has
also hosted many seminars on this subject matter in cities
across the Taiwan Straits in order to promote the new
modes of art appraisal and further contribute to this field.

In the recent years, Yin performed comprehensive
research on the art creation ecosystem, the market
ecosystem, and the management ecosystem. He also
conducted systematic research on art ontology, genre
classification, value assessment, art appraisal structure
construction, and industry modalities. His major
publications include "Thoughts and Suggestions on
Chinese Painting,” “"What You Need to Know and Think
about Chinese Painting,” “The Fission Theory of Chinese
Painting,” “Modern Chinese Painting Declaration,”
“Theories on Chinese Painting,” "Chinese Painting
and Technology,” "Let’s Talk about "Creating” a School
of Painting,” "Observations and Thoughts on Chinese
Painters,” "Historical Turning Points of Chinese Painting
Appraisal,” “Present Situation Analysis and Strategic
Research of Chinese Painting Appraisal,” "Management
and Appraisal of Chinese Paintings,” “The Scientific
Structure of Chinese Painting Appraisal,” “Analysis on
Chinese Painting Archiving Methods,” "Must-Knows of
the Chinese Painting Database for Editors,” and “Four
Major Forces Driving Art Appraisal and Management and
Constructing an Art Appraisal System.”
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Wen-Mei YUI

Executive Director of Taiwan Vitality Culture & Education Foundation

Education

- M.S. in Political Science, National Taiwan Normal
University

- M.S. and Ph.D. in Southeast Asia Studies, Jinan
University, Guangzhou

Current Position

- Deputy Director of Legislator Chen, Shei-Saint's
Office of Legislative Liaison

- Speaker of “Creative Culture Practice “in Taoyuan

Innovation Institute of Technology

- Art Auctioneer

- Consultant of Chinese Antique and Fine Art
Auction Association

Experience

- Director of Brand and Creative Culture Center,
Shin Hsin University

- Confidential Secretary and Section Chief of
Department of Cultural Affairs, Taoyuan

+ Director and chairperson of organizing committee

of Taoyuan Hakka Culture Hall
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