SECCION CENTRAL

Articulo de investigacidn

Adria Harillo Pla

Investigador Independiente
adria.harillo@gmail.com

Recibido el: 06/10/2020
Aceptado el: 08/11/2020

Como citar este articulo: Harrillo Pla, A. (2021). Mergers
and acquisitions: the Sao Paulo case. Calle 14: revista
de investigacidn en el campo del arte. 16(30), pp.276-
297. https://doi.org/10.14483/21450706.18301

https://creativecommons.org/licenses/by/4.0/deed.es

Aphrodite Cnidus (inv. 8619). (Bernardes Ribeiro, 2015). Palazzo
Altemps — Rome.






Resumen

Segun datos recientes del mercado del arte, unos pocos agentes institucionales tienen una gran
cuota de mercado. En consecuencia, el mercado del arte se compone cada vez mas de una serie
de estrellas en el sentido de Rosen y Adler. Estas diferencias se maximizan en periodos de crisis.
En Brasil y, mas concretamente, en Sao Paulo, dos agentes sobrevivieron a la crisis econémica
posterior a los Juegos Olimpicos y el Mundial de Futbol con una propuesta innovadora: expandir
su negocio mediante fusiones y adquisiciones.

Antonio Almeida y Carlos Dale se dedican a comprar galerias rivales. En un pais tan desigual
econémicamente como Brasil y, especialmente, el Brasil después de la crisis econdmica, esto es
especialmente posible. Veremos algunas de las ventajas competitivas que esta practica puede
aportar a estos dos agentes.

Palabras claves
Arte contempordneo; innovacidn; mercado del arte; mundo del arte; Sao Paulo; teoria
institucional

Abstract

According to recent data from the art market, a few institutional players have gained a large
market share. Consequently, the art market is increasingly made up of a series of stars in the
sense of Rosen and Adler. These differences are maximized in periods of crisis. In Brazil and,
more specifically, in Sao Paulo, two agents survived the economic crisis after the Olympic Games
and the World Cup with an innovative proposal: to expand their business through mergers

and acquisitions. Antonio Aimeida and Carlos Dale are buying rival galleries. In a country as
economically unequal as Brazil, and especially Brazil after the economic crisis, this is especially
possible. We will study some of the competitive advantages that this practice can bring to these
two agents.

Keywords
Contemporary art; innovation; art market; art world; Sao Paulo; institutional theory

Résumé

Selon les données récentes du marché de |'art, quelques acteurs institutionnels détiennent une
part de marché importante. Par conséquent, le marché de I'art est de plus en plus constitué
d'une série de stars au sens de Rosen et Adler. Ces différences sont maximisées en période

de crise. Au Brésil et plus particulierement a Sao Paulo, deux agents ont survécu a la crise
économique apres les Jeux Olympiques et la Coupe du monde avec une proposition innovante :
développer leur activité par des fusions et acquisitions. Antonio Almeida et Carlos Dale rachetent
des galeries rivales. Dans un pays économiguement aussi inégalitaire que le Brésil, et surtout le
Brésil apres la crise économique, cela est tout-a-fait possible. Nous étudierons quelgues-uns des
avantages concurrentiels que cette pratique peut apporter a ces deux agents.

Mots clés
Art contemporain ; innovation ; marché de I'art ; monde de I'art ; Sao Paulo ; théorie
institutionnelle



Resumo

Segundo dados recentes do mercado da arte, uns poucos agentes institucionais tém uma grande
cota de mercado. Em consequéncia, o mercado da arte se compoe cada vez mais, de uma série
de estrelas no sentido de Rosen e Adler. Essas diferengas se maximizam em periodos de crise.
No Brasil, e mais concretamente em Sao Paulo, dois agentes sobreviveram a crise econémica
posterior aos Jogos Olimpicos e ao Mundial de Futebol com uma proposta inovadora: expandir
seu negdcio mediante fusdes e aquisicoes. Antonio Almeida e Carlos Dale se dedicam a comprar
galerias rivais. Em um pafs tao desigual economicamente como o Brasil e, especialmente, o Brasil
depois das crise econdmica, isso € especialmente possivel. Veremos algumas das vantagens
competitivas que esta pratica pode trazer para esses dois agentes.

Palavras chave
arte contemporanea; inovagao; mercado da arte; mundo da arte; Sao Paulo, teoria institucional

Maillallachiska

Kunaura Munanaku kawachinga imasami llapa llakikunaua pasaskakuna Rosen y Adler suti
runakuna maituku llakiwapas munaskakuna nugpama llugsina katui ima tiaskata mana kulki llapa
pisingapa. Churaskakuna sugkunatapas nugpasinama tangachingapa mana llapa iarkaimanda
pasangapa Antonio Almeida y Carlos Dale

Chasallata katuspa randispa opaskakuna. Sugkunamanda allilla sugkunamanda manima.
Rimangapa Ministidukuna

Chiura llatata ruraska; ima kallariska; ruraskata katui; ruraikuna Achka; chsa suti; parlukuna
kausaskata
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Art and uncertainty?

It is difficult to know what we mean when we name
something as ‘art’. Many cultures have a similar word,
however that does not mean they give the same sig-
nificance to the same thing. In fact, sometimes, even
within the same society, different individuals may have
a different material culture and call different things as
‘art’, being this one, a polysemic word. (Buchli et al.,
2001; Hicks et al., 2010; Layton, 1991; Svasek, 2007)

(A) Ontologically, some disciplines such as philoso-

phy have tried to provide general knowledge about it,
with little success. (Cahn et al., 2008; Schelling, [1859]
1989). This little success is because, (A1) Philosophy
has generally carried out an idealistic and almost
romantic analysis of what art is. A theoretical analy-
sis that was rarely based on a significative empirical
testing of facts, but mainly, on simple individual-

ism and subjective criteria. (Hendrix, 2005; Aristotle,
1996). Thus, discussions provided from aesthetics have
focused their efforts on questions like what or which
are the aesthetic categories, if the aesthetic sense is
innate or learned, or if aesthetics must be linked or

not to morality. (Hyman, 2002; Kant, [1790] 2008; Eco,
[2004] 2010; Hume, [1757] 2013; Bermudez et al., 2002;
Machamer and Roberts, 1968; Pefiuela, 2007).

However, a historical and even sociological analysis
shows us that these aesthetic categories are also the
fruit of the convention, and that they vary from one
place and moment to another (Shiner, 2001). This

is what from the iconology, experts name as ‘con-
tamination’ or as 'reinterpretation’. An example is the
Aphrodite of Knidos. The representation of the god-
dess, being naked, was not permitted in the island of
Kos. However, it was accepted in Knidos. After this
acceptance and “once the message is integrated into
the code of Greek art, the theme of Aphrodite totally
naked will be endlessly repeated” (Castifieiras, 2008,
p. 29; Castifieiras, 2008, p.104). Not less important is
the fact that the transmission of a concept or idea to
its practical application is not always carried out in the
same way by all the subjects.?

1 If it is not specified in a different way, all the translations from
Spanish, Portuguese or Catalan to English, were did by myself.

2 Regarding to some conceptual terms associated with behavior,
this affirmation is almost axiomatic. We all could consider ‘candor’,
‘honesty’ or 'kindness' as desirable values. Nevertheless, the attribu-
tion of ‘sincere’, 'honest’ or 'kind' may vary greatly depending on who
makes the judgment.
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Figure 1. Aphrodite Cnidus (inv. 8619). (Bernardes Ribeiro, 2015).
Palazzo Altemps - Rome.

(A2) There is an important second factor, and it is the
transformation from the aisthesis to the askesis, from
aesthetics to the discourse, produced mainly during the
vanguards. This change implies that art might no longer
necessarily be linked to aesthetics and its categories,
but that needs a legitimator discourse, and this gave
rise to the ‘philosophy of art’ as a field not necessar-

ily linked to aesthetics (Michaud, 2009; Hegel, [1826]
2006; Danto, 1964).

(B) Previously, some of the interpretative framewarks to
approach art had focused their attention on the artist's
intention (intentionalism), his resemblance to nature
(mimesis) or some sort of essentialism — often closely
linked to theological positions (Gilbert and Kuhn, 1972;
Tatarkiewicz et al., 2005; Tatarkiewicz, 1980).

However, in cases of current art these are no longer (or
not necessarily) the criteria used to discover whether
something is art or not. In fact, a visit to any contem-
porary art museum shows few objects whose link with
nature is trustworthy. It is easy to find, as well, works
constituted with one intention but which have been
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Figure 2. Pasiteles School. Orestes and Pylades (aprox. 10 B.C.).
Source: El Prado Museum.

Figure 3. Yonatan Vinitsky. New New Yask Over (Blue) Source: Tel Aviv
Museum of Art. (2011).

exalted by completely different reasons (Preuss, 2018;
EFE, 2008). Since the objective of this text is not to
analyze the ontology of art, we will say that if none

of these paradigms is still being used nowadays, it is
mainly due to two reasons: (B1) The first one is the
cultural changes. If art is a human product, it seems
logical to infer that with cultural and social changes, its
practices and approaches also change (Wolff, 1993).
(B2) The second reason would be the own internal
inconsistencies of these paradigms and theoretical
frameworks (Meheus, 2002; Vickers, 2014).

Mergers and acquisitions: the Sao Paulo case

(C) Even with all these problems, it could be thought
that maybe language allow us to obtain a more reliable
and generic knowledge about what art is. Unfortunately,
language does not seem to be an effective method
neither. Again, for two main reasons: (C1) The first one
is the existence of dictionaries. These are expected to
fulfill two basic functions: normative and descriptive.
However, a review of the dictionary in search of the
word ‘art’ shows a clear difference between what there
is defined and what in our culture we refer as art.? This
implies that the dictionary does not accurately reflect
the use of our language, and therefore does not satisfy
its normative part either. In many cases, the dictionary
description reflects conditions of paossibility, but not of
necessity. Therefore, it cannot be taken as a real defini-
tion. It cannot since a real definition should be:

A statement about the essential properties of the
object that the 'definiendum’ refers to. The real
definitions are, thus statements about the nature
of a phenomenon. As such, they require empirical
validity and they can be false, insofar as our ideas
about the object turn out to be wrong (Alvarez
Bautista, 1983, p.135).

A definition which only reflects conditions of possibility.
However, cannot “sufficiently characterize a notion to
delimit it and separate it from others” (Sacristan, 1973,
pp.275-276; Renate et al., 1975, p.22).

(C2) Second, and clearly related to the first, most subjec-
tive explanations of what an individual considers to be art
are partial definitions, and therefore, imperfect, and inac-
curate. Some of these definitions are “art is what trans-
mits emotion” or “art is a form of expression” (Levinson
et al., 2003). However, not everything that conveys emo-
tion or not all forms of expression are called art, even by
those same subjects who provide these explanations.

(D) Due to all these problems and uncertainty, I would
like to specify the theoretical framework that will be
used to present and develop our case study, as well as
the conclusions derived from it: the Institutional Theory
of Art. (Danto, 1964; Dickie, 1974; Becker, [1982] 2008).

(D1) In accordance with this Institutional Theory, I will
consider something to be ‘art’ when it is found within
an ‘art world'. This art world could be described as:

3 After checking other important dictionaries like Cambridge for
English, and the Dictionary of the French Academy for French, it does
not seem that this problem is better solved in other languages than in
Spanish (see article referred for Spanish).

Adria Harillo Pla
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The complex formed by artists, gallery owners,
museums, collectors, foundations, art critics, some
magazines and other media, and some educa-
tional institutions. Some political institutions and
some patrons that have social practices such as
producing works of art, selling them, buying them,
appraising them, collecting them, exhibiting them,
writing about them, defending them, attack-

ing them, enjoying them, being fascinated and
obsessed with them (Vilar Roca, 2005, p.80).

However, it is important to keep in mind something
already noticed by Dickie, and that is the fact that:

The set of institutions that make up an art world
— artists, fine arts schoals, galleries, collectors,
museums, magazines, critics, auction houses, his-
torians, experts, etc. — constitutes the necessary
institutional framework for the existence of art but
in no way explains enough what art is and what it
does".* (Dickie, [1984] 2005, p.26)

(D2) In this way, we will not obtain any knowledge
about what art is, but about when is something referred
as art. Consequently, from now on, in this text we will
work with a pragmatic and referential notion of art. Art
will be a category attributed (on many occasions by
adding the preposition ‘of’ and the noun "art’) to certain
things at a certain time and place, by certain but sig-
nificant subjects (Danto, [1981] 2002).

(E) According to Vilar's definition, it seems incontest-
able that the art market is a part of this art world.®

We could say that, if the art world is a social system
and that, like every social system, it has its agents,
mechanisms and motivations, the art market is, with its
corresponding ones, a subgroup of this macrosystem.®
The art market, however, has a negative point, and a
positive one, which seems relevant to this text.

4 According to Bourdieu, “it is only legitimate the perception
that establish certain disposition”, being in this meaning the norma-
tive part of any institution a reality (Bourdieu, [1973] 1988, p.26). If
this normative role were not accurate to the real social practices, it
would disappear.

5 In fact, some authors like Robert Morgan even presented the
possibility that this ‘art world” might be an expired concept since it
became only art market. We will not consider this position as valid
as a consequence that, the art market, is a part of the art world
(Morgan, 1998).

6 Other experts consider that there are four key factors that
should be analyzed: its composition, its environment, its structure and
its mechanism (Vidal-Folch, 2008).
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(E1) The negative side is that the art market is a market
with information problems, and therefore it is not a
perfect market. Some of the information problems stem
precisely from the lack of a clear and precise knowl-
edge and definition of what art is, as well as objective
assessment criteria. This is a problem that is trans-
ferred to other subgroups in the art world, such as its
legislation (Danziger and Danziger, 2014). Another prob-
lem is the complex relationships between agents in this
context of market uncertainty, which means that on
many occasions certain problems are not made public
just to do not alter the social order’ (Day, 2014).

(E2) The advantage that the market provides us in this
case is that it allows us to observe, through a “conven-
tional common measure [that] refers to everything and
with which everything is measured”, (Aristotle, 2014,
p.245) what a group of specific subjects refers to as
art. This measure is the money, which allows the alloca-
tion of resources within human communities thanks

to the fact that it is countable, transportable, easy to
accumulate and convertible (Frank and Bernanke, 2007,
p.684; Hayter and Patchell, [2011] 2016, p.22; Stigler,
1984). It is important to reiterate that the art market
provides us with a referential, pragmatic, and attitudinal
knowledge, and not necessarily ontological.

However, it is useful to observe some of the results of
these interactions between agents that, through this
mechanism that is the art market, are currently taking
place.

A market of diversified stars

(A) In this framework, a representative amount of art
market agents that have sufficient economic resources
choose to act in an expansionist way (Sklar, 1976;
Baumol, 1962; Kotler and Kotler, [1998] 2001, pp.103-
104; Balfe, 1987). Traditionally, and even nowadays, this
expansionism has been done through two ways: geo-
graphically and/or diversifying their activities.

(A1) The two agents that have traditionally expanded
more geographically have been auction houses and art
galleries. Logically, this does not mean that all of them
has had the same success. Clear examples are those of

7 The social order, in this case, must be understood as a rela-
tively persistent system of institutions, structures and interactions,
capable of continuing to reproduce, with its hierarchies, norms and
social institutions accepted by social consensus and conformity.
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auction houses such as Christie's, Sotheby's, or Phillips,
who hold public auctions in cities such as London, New
York, or Hong Kong. These houses have representative
offices in almost any city with a certain relevance to
the art market. In relation to art galleries, those gigan-
tic agents such as Gagosian (18 spaces, from Basel

to Beverly Hills), Pace Gallery (from Geneva to Seoul),
Hauser & Wirth (from Los Angeles to Zurich) or Opera
Gallery (18 spaces, from Dubai to Monaco), are also
present in almost any significative city.®

This geographic expansion, however, is not currently
limited to auction houses or art galleries since art
museums or art fairs have adopted this practice as
well. Between museums, some names could be the
Guggenheim, the Pompidou, the Hermitage, the Louvre
or the Thyssen-Bornemisza. Among the art fairs, Art
Basel (in Basel, Hong Kong, and Miami), Frieze (in
London and New York) or Scope Art Show (also in
Basel, Hong Kong, and Miami) (EFE, 2017; Piquer, 2001;
Bohlen, 2001; Kinsella, 2019; Hermoso, 2015).

(A2) As we have stated, however, this expansionary
process can also take place through diversification.
Auction houses like Sotheby’s and Christie’s have their
own schools, museums typically offer training courses,
and art galleries such as Sean Kelly or Zwirner offer
podcasts. In fact, Zwirner has its own publishing house,
which does not publish only catalogs from his artists
and exhibitions, but about topics on art in general.
Hauser & Wirth has also different bookstores.

These are just a few examples of how a few agents play
a big role in the art market. We could start an analy-

sis on whether this predominant role is because for
some reason buyers, in a market context, have given
them this power through the system of manifestation
of preferences that is money or if it is precisely this
greater presence what determines consumer attitudes.
However, this is not the objective of this article, and
this suggestion is presented here in case someone is
interested in carrying research about it in the future.

(B) Independently of that, what recent studies show is
how unequal the art market is, being almost a market in

which the winner takes the entire market.

(B1) In fact, according to ArtPrice, in 2018

8 This information can be obtained from their web pages.
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Smart collectors
sell the gossip and

buy the truth.

Collect Wisely.

SEANKELLY

00 ivia poacasts

Figure 4. Advertisement of the podcasts provided by Sean Kelly
Gallery in Artnews. Source: Sean Kelly Gallery.

The financial power of the Contemporary Art
Market [was] focused on a relatively small elite of
artists in a much larger pool: 83% of the seg-
ment's global turnover is generated by its 500
most successful artists in an overall pool of 20,335
Contemporary artists who sold at least one work
via auction between end-June 2017 and end-June
2018. The leading trio—Basquiat, Doig and Stin-
gel—alone accounted for 22% of the segment’s
global turnover (ArtPrice, 2019).

There was no significative change in 2019 (ArtPrice,
2020).

To analyze this data, it is necessary to take in conside-
ration the number of individuals who did not manage
to be presented at auction, or who, once there, did

not manage to be sold. It would also be interesting to
know how many were purchased by their own dealers,
although the data gives a rough idea of the inequality
of the situation. This fact, however, does not only apply
to artists, but also to arganizations. A study made by
Fraiberger and his colleagues demonstrates the impor-
tance for an artist to start his career in one of those
great arganizations previously referred to. According to
their study, museums such as the Museum of Modern
Art, the Guggenheim, the Tate, the Pompidou Center,
or the Gagosian Galleries, for example, would be in the
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Top artists contribution to the Auction Turnover
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Graphic 1. Market share for artists. Source: The Contemporary Art Market Report (ArtPrice, 2018).

center of their map of influence (Fraiberger et al., 2019;
Wickham et al., 2020; NEA, 2016). The study confirmed
that only 14% of the artists that are not in the main
organizations of influence remain active after ten years;
also, that if one of the first five exhibitions as an artist
takes place in one of the central galleries, the percen-
tage of risk of ending up in the edges of the mapping is
only 0.2%.

Tt makes sense since, according to Rascdn Castro:

Artists distribute their time in a dual labor market
(artistic/non-artistic), selling their products in
another dual market (physical goods market/ideas
market). Artists are often engaged in part-time or
defined short-term jobs so that they can spend
the rest of their time working on their artistic
creation. Having two or more jobs, paid or unpaid,
is called moonlighting. That is, creative agents can
be teachers, consultants, waiters or all options at
the same time, in addition to artists. [...] Unfortu-
nately, moonlighting seldom provides constant and
stable incomes, so artists risk-averse may decide
to engage in a traditional forty-hour job per week®
(Rascdn Castro, 2009, pp.29-30; Abbing, 2002).

9 Contrary to this point of view, Frey considered that the idea of
the artist as a poor individual is the exception and not the rule (Frey,
2000, p.4U).In our opinion, this difference is because Frey uses the
word “artist” to refer only to established individuals.
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(B2) Alsg, an important part of middle and low category
art galleries are supported mainly by the income gener-
ated by one single artist, which greatly increases the
risk for that business of being economically viable. This
is precisely what makes many of them unable to sustain
themselves over time, and less so when the economic
context is not favorable (Sclimano and Solimano, 2020;
Solimano, 2019; Oztiirkkal and Togan-E rican, 2019;
Worthington and Higgs, 2004).

For example, some reports from the National
Endowment for the Arts showed a decline for job art-
ists during the economic crisis of 2008 (NEA, 2009;
NEA, 2010; NEA, 2011). Considering that the same
Bureau found the artist’s average income 6% lower
than the average of the active population’s, it shows
the high chances both for artists and organizations dif-
ferent than those huge ones to end up outside of this
art market system (NEA, 2019). Although it is too early
to make solid statements, it seems that with the current
coronavirus crisis, the consequences (or one small part
of them) will be the same in all significative geographic
markets (Art+, 2020; McAndrew et al., 2020).

(C) Consequently, these gigantic companies not only
have a large geographical presence and diversified
activities, but also serve as a synonym for risk reduction.

This argument comes into place because, if there
are no clear criteria on what art is or its constitutive
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Graphic 2. Relation between artistic characteristics, value and price. Based on (Rascdn Castro, 2009)

intrinsic characteristics, it is impossible to establish by
knowledge or recognition a judgment and a classifica-
tion of a qualitative nature. To make such a qualitative
judgment, it is necessary to know how to identify rel-
evant similarities or differences to make a comparative
analysis (Ragin, [1987] 2014, pp.1-18). Since this is not
possible, the issue of uncertainty does not disappear,
but the risk can be minimized by choosing in the market
those agents and organizations located in a higher hier-
archical position (Roselius, 1971; Fraiberger et al., 2018;
Brandellero and Velthuis, 2018).

Louisa Buck, for example, interestingly described how:

You [can] pay a grand for a painting from an
unknown artist's studio. If you are a serious col-
lector, taking a risk, you increase the value of the
work just by buying it. If you are a cheap serious
collector you try to get a discount on this ... if you
wait until the artist has a dealer you are going to
pay more. If you wait until he has a good review
then you are going to pay more still. If you wait
until ... MOCA notices his work you are going to
pay even mare than that, and if you wait until
everybody wants one, of course, you are going to
pay a whole hell of a lot more, since as demand
approaches ‘one’ and supply approaches ‘zero’,
price approaches infinity. But you are not pay-
ing for art. You are paying to be sure, and assur-
ance (or insurance, if you will) is very expensive,

Mergers and acquisitions: the Sao Paulo case

because risk is everything for everybody, in the
domain of art (Buck, 2004, p.14).

This does not only translate into a market in which the
winner takes almost the entire market, but turns the
art market, as well, into a market of superstars. In this
kind of market, “small numbers of peaople earn enor-
mous amounts of money and dominate the activities in
which they engage” (Rosen, 1981, p.845). Although, as
we saw, this cannot be a consequence of a preference
based on knowledge, but on risk minimization (Adler,
1985; Quemin, 2013). This seems to be coherent with
one of the typical characteristics that allow this kind of
market of superstars to exist: the “imperfect substitu-
tion among quality differentiated goods in the same
product class” (Rosen, 1981, p.846; Adler, 1985).

(D) At this point and as a partial conclusion before
going into our case study, it is important to highlight
an element that seems obvious. The context presented
here implies that, the relative reduction of agents par-
ticipating significantly in the art market entails that the
guantity of money present in the art market is concen-
trated in fewer hands, something happening every time
that an agent leaves this commercial system.®

10 We used the expression ‘relative reduction of agents’ since,
in absolute terms, nowadays there are much more artists, gallery
owners, collectors... than in the past history.
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Graphic 3. Representation of the high price due to the increase in demand and the decrease in supply.

Based on (Rascdn Castro, 2009)

Case study: Almeida & Dale

The case study that we will analyze in this text is that
of the Brazilian agents Antonio Almeida and Carlos Dale
Junior. It is important to express that the vast majority
of descriptive information provided here has been pub-
lished by Gabriela Longman at the prestigious journal
Folha de S.Paulo. To contrast the information, the gal-
lery also contributed with its version.

In turn, I would like to thank all the clarifications and
specifications that Gabriela Longman and Gabriela
Schmatz has made each time I have consulted them
while preparing this article. As a person of great knowl-
edge in the field of the art market of Sao Paulo, they
have been of great value.

Antonio Almeida and Carlos Dale are the key people
of this case study. They are both the gallery owners at
Almeida e Dale Galeria de Arte, located in the city of
Sao Paulo, in the Jardim Paulista neighborhood.

(A) As Longman describes, "Antonio Almeida and Carlos
Dale have spent the last few years injecting capital,
creating partnerships and forming an extensive network
of galleries" (Longman, 2019a).

(A1) The peculiarity is that these “capital injections”
are intended to merger other galleries, and more

1
frequently misused in humanistic disciplines and in the press, is

It is highly important the use of the word ‘capital’. This word,

important in this case because, precisely, refers to resources used to
generate some sort of value.

volumen 16, nidmero 30

specifically, galleries that already have a certain com-
mercial success. Some of those mergers are, for exam-
ple, with galeria Leme, creating Leme/AD. According to
the information provided by Longman, another foresee-
able merger is with the galeria Millan (Longman, 2019a).

(A2) Beyond the mergers, Almeida and Dale also oper-
ate through partial acquisitions. Examples could be
publishing houses as with Capirava. According to the
information provided by Longman, Almeida and Dale
even created a travel agency with an art office on top?*?
(Longman, 2019a).

(A3) Both gallery owners carried out other practices
and partnerships that did not involve direct purchas-
ing, such as associating with other galleries (as Marilia
Razuk) to have access to prestigious international art
fairs or the rental of spaces in different national muse-
ums to exhibit their works. These practices, however,
need a certain injection of capital, but are more com-
mon in the sector.

Currently, both gallery owners are being investigated
for money laundering, but the investigations are still
ongoing, and this has nothing to do with the objective

12
acquired, as well, some parts of the collection of other galleries such

The same text wrote by Longman stated that Aimeida e Dale

as Mendes Wood DM. In a private e-mail, Erica Schmatz (Manager at
Almeida e Dale) corrected this information. The Manager confirmed
that exists a partnership between Almeida e Dale, but that Aimeida e
Dale does not own part or Mendes Wood DM artworks. She illustrates
it with a page from the same Folha de S.Paulo where the newspaper
recognizes its mistake. This was published on September 21, 20189.
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Graphic 5. Brazilian GDP x Capita according to data provided by the World Bank. Own creation.

of this research (Longman, 2019b). Being asked about
this question, the Manager from the gallery expressed
that the company has nothing to do with these illegal
activities.

Inequality in Brazil, a condition of necessity

(A) Although this is not an article regarding social jus-
tice or any kind of moralism, it is important to carry out
a brief analysis of the economic inequalities, that occur
in Brazil®® (RNSP, 2019; Canzian et al., 2019). This Latin
American country is, in general terms, a country whose
population has not stopped growing in recent decades.
In fact, data from the World Bank details the way in
which, in 1960, the Portuguese-speaking country had a
population of 72.179.226 people, while in the year 2019
it had 211.049.527 (WB, 2020). The country's GDP per
capita, in general, has also experienced slight increases
and some declines, but there is a key moment in which
the country’'s GDP per capita increases dramatically.
This increase is observed, always following the World
Bank data, from 2002, when the GDP per capita was

of 507.952 billion of USD. Since then, and apart from

a minuscule decrease between 2008 and 2009, the

13 By economic inequalities we mean the difference in income,
wealth or economic well-being between agents of a same geographi-
cal area previously stablished.

Mergers and acquisitions: the Sao Paulo case

country’s GDP per capita increases until 2.612 trillion
USD in 2011* (WB, 2020).

In the following years, that indicator falls slightly, but
there is a moment when the fall is catastrophic: from
2014 to 2015. That year, GDP per capita fell from 2.456
trillion USD to 1.802 (-68.88%). Casually, Almeida and
Dale opened their gallery in 2002, the year where the
spectacular economic growth of Brazil was starting.

Currently (2019), Brazil's GDP per capita is 1.84 trillion
USD, just a bit higher than it was in 20089, but still far
away from its highest mark.

However, to understand these data it is important to
specify some elements.

(A1) The first is the election of the country for the 2014
Football World Cup and, secondly, the election of Rio de
Janeiro for the 2016 Olympic Games.

In 2004, the International Federation of Association
Football (FIFA) reported that a Latin American country
would be hosting this competition in 2014, with only
Brazil and Colombia being the candidates, and Colombia
withdrawing from the bid (FIFA, 2003; Caracol Radio,

14 “From 1930 to 1980 Brazil was second in the world in terms of
GDP growth, behind only Japan” (Neri, 2019). This increase, however,
was progressive and, despite this, the country was far from the weal-
thy countries a major part of the time.
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2007). Brazil, logically ended up being the host, as
subsequently confirmed. This is one reason for Brazil's
economic growth, which started in 2002, but had this
stimulus in 2004 as a key element.

This would also explain the subsequent decrease,
between 2014 and 2015, in something that is quite
typical of the economy of the Football World Cups
(Zimbalist, 2015; Allmers and Maennig, 2009).

In 2009, the International Olympic Committee decided
to name Rio de Janeiro — the traditional capital of the
country — as the host for the 2016 Olympic Games
(Zimbalist, 2017; Zimbalist, 2015; Baade and Matheson,
2016; Rose and Spiegel, 2011).

This choice would explain, at least partially, the rise
in GDP per capita after the slight drop in 2008, being
an extra stimulus for the country’s economy. In turn,
it would explain the rebound between 2016 and 2017,
the only one in Brazil since the end of the Football
World Cup.

Predictably, there are other factors that give rise to
these data, but without any doubt, these two interna-
tional events were a great stimulus and, observing the
periodic data, their influence on the country’s general
economy is easily observable.

volumen 16, ndmero 30

(A2) Although a great connoisseur of the Art Market
such as Olav Velthuis expressed in 2016 that the
Brazilian art market would not succumb to the most
serious economic crisis in the history of the country, it
seems that today it is already possible to say that he
was wrong, or at least, partially wrong (Velthuis, 2016).

The main gallery owners in Sao Paulo and, therefore, in
the country, affirmed that their sales had fallen between
50% and 30%, the state eliminated the Rouanet Law
that allowed private companies to collaborate with
public art institutions in exchange for tax exemption
and, in low and middle level agents, the shock and
disappearance were even more evident (Angeleti, 2019;
FGV-DAPP, 2017). In fact, this is one of the reasons

why agents and organizations in a superior hierarchical
position decided to act in a World-Economy basis rather
than in a State-National environment, precisely look-

ing for individuals from contexts with better economic
prosperity and avoiding the burden of high national
taxes?® (Bevins, 2014: Wallerstein, 2011; Marti, 2019).

(A3) In addition to what is expressed here, it is very
important to understand that Brazil is a country with
enormous income inequalities. This is true even though
the Latin American country “has lifted 28 million people
out of poverty in the last 15 years, reducing poverty

15 The taxes in Brazil, regarding art trade, can be up to 50% or
60% of the total (Neuendorf, 2017).
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Figure 5. Paraisépolis. (Vieira, 2004). Courtesy of the artist.

to less than 10 percent of the population”, according
to Oxfam (Oxfam, 2017; Madeiros, 2016). The studies
indicate, in turn, that inequality decreased between
2000 and 2014, precisely the years of greatest eco-
nomic growth in the country (Neri, 2019). The typical
economic inequality in Brazil, however, increased again
from 2015 and became, in 2018, the highest since 2012
(Neri, 2019; Biller, 2019; Madeiros, 2016).

Furthermore, Brazil is a Federal Republic, so there are
great inequalities between states as well. In any data
provided by the Brazilian Institute of Geography and
Statistics, the Institute of Applied Economics Research,
the Foundation Firjan and others, it is always shown
significative differences between the quality of life of
the different states. Maranhao, Amapa or Alagoas, for
example, have an inferior situation compared to other
states like Santa Catarina, Rio Grande do Sul or Sao
Paulo (Souza, 2015; Aldrin Silva, 2018).

Sao Paulo is taken usually as the referent by its educa-
tional system, in terms of population, as a city where to

Mergers and acquisitions: the Sao Paulo case

do business and as a cultural state and city.!® In fact, it
has the 60% of the total galleries of the country. Rio de
Janeiro, de second State with more galleries, only have
the 24% (Latitude et al., 2018: 10; Fleming, 2018).

This fact does not mean, that there are no inequalities
within the same state and the same city of Sao Paulo.
Two data can easily help confirm this fact: in the city of
Sao Paulo, people living in poor zones, has a life expec-
tancy of approximately 23 years less than the subjects
living in the wealthy neighborhoods. Also, despite being
the richest state, 30 percent of people live in poverty or
extreme poverty (RNSP, 2019).

This photo taken by the artist Tuca Vieira illustrates
the inequality between two adjacent neighborhoods
in Sao Paulo: Paraisdpolis (in Vila Andrade District) and
Morumbi District. Ironically, Paraisdpolis comes from
“paradise city”, being Paraisépolis the poorest side of
the photography.

16 A deeper analysis of the factors causing these results are not
our goal here.
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In summary, we have:

a. An object and an environment of uncertainty.

b. An art world and an art market that, within its
hierarchical structure, fails to solve the problem of
uncertainty, but it does minimize the risk.

c. An art market with huge income differences and a
small number of key agents.

d. Some key agents which expand their influence geo-
graphically and through diversification.

e. The case of two gallery owners who act through
mergers and acquisitions.

f. This in a country currently in recession after de-
cades of great growth.

g. And in a country and a city with huge economic
inequality.

Mergers & Acquisitions: its advantages

As a philosopher by training, I have a somewhat
strange hobby, which is to look in the classical culture
for translations, references or elements that can easily
be applied to current events.

(A) It is precisely in this sense that the Latin phrase: De
pane lucrando seems to me of great interest here.

According to the main dictionary of the Spanish lan-
guage, this phrase is described as: “to do artistic or liter-
ary works: With the priority purpose of earning a living”.

As we have said, a few artists concentrate almost the
entire market contrary to many others, who never get
to be sold in auction or who never get to be part of the
key means of distribution of the art market (Fraiberger
et al., 2019; ArtPrice, 2019, p.20).

In an environment of uncertainty and poorly defined
practices, the artist must provide an innovation that the
client finds of interest and, his dealer, profitable (Wilson
and Stokes, 2005).

Regardless of what type of elements are most attrac-
tive, it seems logical that once a given artist achieves
an innovation that is recognized, accepted and profit-
able, he exploits it with the aim of:

« Being easily recognized, as if it were his brand

product.
« Receive as much money as possible for his work.

volumen 16, ndmero 30

This does not mean, obviously, that an artist cannot use
his time to create works for his own pleasure, to experi-
ment or, simply, to look for new innovations that are
also profitable.”

However, this seems much easier to do if an agent has
a certain recognition that provides income on a more
regular basis because, as we have expressed, otherwise
it is statistically likely to end up outside the art market.
Some artists may simply disagree with this practice
and decide to leave the market. Leaving the market,
when done by choice, is also a way of communicating
(Herbert, 2016). On the other hand, it is important to
keep the production number in quantities that prevent
the saturation of supply in the market, since in that
case, there would be a perfect market equilibrium and
the recognition and demand would not necessarily
imply a greater benefit or prestige.!®

However, for an artist and his artistic innovations to get
a certain demand, there are several key factors needed,
but one of them is time. Far a buyer or a dealer, an
artistic innovation with already a significant acceptation
and demand is synonymous of less risk.

This is precisely the main advantage that the merger
and acquisition system carried out by Almeida and
Dale entails.

(B) While the two gallery owners acquire rival galleries,
what they are doing is acting at a time when the risk is
already less, thus minimizing the risk they incur.

In this way, Almeida and Dale do not deal with the
moment in which an artist innovates and has its first
supporters — if he ever has them, but directly, allows

17 The product of such reiteration is perceptible from the 17th
Century in baroque artists, in Deutschland during the 18th Century,

in France during the 19th Century and until nowadays. Without going
any further, a French artist with who I worked in Shanghai intimately
confessed to be annoyed by repeating, all the time, the same vases
and fishes in his paintings. He expressed he was still doing them since
that was exactly what buyers wanted to buy and, without such bene-
fits, it would be impossible for him to produce more self-pleasurable
works.

18 According to Cambridge Dictionary, by ‘recognition’ we mean
“the act of remembering something or someone because you have
seen it or them before”. Nevertheless, “prestige” implies “respect
and admiration given to someone or something, usually because of

a reputation for high quality, success, or social influence”. In the
same dictionary, the two terms have other definitions as well, but the
statement made in the body of the text has been made based on the
definitions quoted here.
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them to work with artists and products that are already
in demand and whose products are recognizable.

(C) The economic inequality that we have presented

in this text is a key factor that makes this expansionist
system paossible. This is because buying galleries that
already have a certain reputation or those artists from
a specific gallery that are especially successful, has a
higher cost. It has a higher cost because, as we said
previously, quoting Louisa Buck, “risk is everything for
everybody, in the domain of art” (Buck, 2004, p.14).

Consequently, many galleries initially adopt a signifi-
cant risk. This risk is based on selecting certain artists
who produce something of potential future interest to
a target customer. On many occasions, what the artist
produces is not of interest, and even the processes of
representation and dissemination of the artist’'s work in
search of a subsequent acceptance entail high costs,
both economic and in time for its dealer.’®

In private conversation, Georgina Adam, the columnist
for art market at the Financial Times and Editor of The
Art Newspaper, confessed that one of the big concerns
she sees in gallery owners is that most artists act with
little loyalty and are constantly looking for a gallery or
market agent who is in a superior position to repre-
sent them.?® They believe that this leap will give them
greater prestige and, in turn, will also reduce the risk
they have as artists.

19 Some of these costs include space rental, maintaining a websi-
te, openings, renting space at art fairs, advertisement or transport,
among others.

20 Personal e-mail.

Mergers and acquisitions: the Sao Paulo case

In a society (that of Brazil and Sao Paulo) in which
inequality and economic recession can make some less
gigantic galleries prefer cash rather than keep their
business, or in which the leave (through money) of a
single artist's production can entail the almost total loss
of profits, the environment for this merger and acquisi-
tion to take place is ideal.

Also, Almeida and Dale's rental of spaces in museums
to present their artists is also an investment in both the
gallery and its represented artists, since by increasing
their visibility and prestige, a return of that investment
is expected through subsequent sales.?

In a less unequal market and environment, without
information problems or in a context without economic
recession — to give just a few examples, this practice
would hardly be possible since acquisition and merger
costs would be predictably higher than the potential
return of the investment. This is predictably true since
the price paid should be higher to satisfy an estimate
seller’'s reservation price.

After asking some agents of the Brazilian art market
what is the way in which this expansion materializes, all
of them have agreed that there is not a clear direction
or patron. In consequence, both gallerists acquire a
positive balance sheet, cash flow and the resources and
relationships to act at a bigger scale based on market
opportunities when they are identified as such.

21 By investment we mean the use of some resources with the
goal of receiving some future profit of any nature.
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This is also what allows them to act internationally, mini-
mizing the factor that during an economic recession, a
certain number of buyers may decide not to dedicate their
monetary resources to art® (Rojas, 2018; Marti, 2019).

In turn, some reference to Almeida and Dale is always
present, as we saw in the case of the new Leme/

AD, keeping the name, the branding, and its symbolic
meanings (Jacoby et al., 1971).

Conclusions

In this article we have presented the case study of the
two gallery owners based in Sao Paulo Antonio Almeida
and Carlos Dale Junior.

As we have stated, these two gallery owners began
their activity in a period of enormous economic growth
in Brazil, a growth that, in part, was due to two specific
events: the Olympic Games and the Football World Cup.

Following the economic recession in Brazil since 2016,
one of the sectors that were also affected was the

art market, especially due to its status as a market of
superstars and in which a few agents dominate almost
the entire market.

Although some of these agents expand their role
through diversification or through presence in new

22 And many of those who do, may look to art as a haven asset,
which in this case would be possible due to the lower risk of the
artworks sold by Almeida and Dale.
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Graphic 7. Comparison between the Buyer’'s Reservation Price and the
Seller's Reservation Price. Own creation.

geographic locations, Almeida and Dale’s main contri-
bution is the fact that they are expanding their business
through mergers and acquisitions.

This expansion system seems a great form of risk man-
agement in a market with implicit uncertainty as is the
art market. The reason is that trough these practices,
Almeida and Dale manage to act at a more advanced
temporal level, when an artist’s innovations have
already been accepted and have a stablished demand.

In this way, although these mergers and acquisitions
require a certain quantity of money, the two gallery
owners avoid all the temporary and economic costs
necessary to make an innovation being accepted.
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