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Online auction houses, energized by a string

of new partnerships, mergers and acquisitions,

and technological advances, are poised
to capture asignificant share of the art market

BY SARA ROFFINO
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evang Thakkar
spent royears developing new products for Microsoftin the
Pacific Northwest before relocating to New York in August
toapply hisexpertiseto the field of online artsalesat Artsy.
“Theartworld hasjuststarted the collection of data,” says
Thakkar. “Companies like usand othershave been collect-
ingdata,and now we’re at the tipping point thatallows us to
start building algorithms and testing them out.”

If Thakkarand his peers—those with whom he works at
Artsyand others working across the online auction
industry atcompanies like Paddle8, Auctionata, and
Artnet—areaccurate in their expectations for those
algorithms, online artsales could change significantly more
than just where people buyart. So far the dollar volume
claimed by online artsalesis modest, and predictions for
growth vary dramatically. The annual TEFAF report placed
onlineartsalesfor2o14at $3.3 billion, or approximately
6 percentof the value of the international artand antiquities
trade. Meanwhile, London-based insurer Hiscox placed
the 2014 marketat $2.6 billion, up from $1.6 billionin
2013. Even more telling, the company revised its prediction
for the value of the market five years out to $6.3 billion in
2019, up fromlastyear’s forecast of just $3.8 billionin 2018.
Thedrastic difference between these numbers speaks to the
ambiguity around the online artauction market, but
whatever share of the pie these operations can claim, their
innovationsin technology and marketing are poised to
initiate changes that will ripple through the industry,
altering the expectations of collectors and ultimately the
roles of even off-line workers like gallery directors and
category specialistsat brick-and-mortar auction houses.

From the use of open platformslike Instagram to sell
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@ Germany’slargestauctionhouseisan
online-only endeavor founded by Georg
Untersalmbergerand Alexander Zackein
2012 with theintention of bringing the brick-
and-mortarexperience to thelnternet.
Managingdirector Joe Stasko leads the
operation.Works are appraised by specialists

who are present for the auctions, whichare
conductedby anauctioneer who manages
the salesfromone of the house’s production
studiosinNew YorkandBerlin.InJune,
Auctionatasettherecordforthe most
expensive piece of artyettradedonlinewitha
Chineseclock that sold for $3.83 million.
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CHRISTIE’S

@® Thepowerhousehired John
Auerbach, previously of Gilt Groupe,
in2012,inamove that testifies to
thefactthatthe greatestpotential
foronline salesrightnow veers
more toluxuryitems thanhigh-end
fineart.Thefirmhasbeenusing

theironline platform—all of whichiis
designed and maintainedin-house—
tosellworksfrom the Warhol estate,
and maintainsonline stores for both
watchesandhandbags. Clients can
digitally participateinallauctions,
exceptforpostwarandcontempo-
rary andImp/modevening sales.

INTERNATIONAL
MANAGING DIRECTOR
OF E-COMMERCE
JOHN AUERBACH
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works, to the development of specialized sites like ArtList,
which allows direct,anonymous, peer-to-peer salesamong
collectors, theintersection of art commerce and the Internet
israpidly changingand rife with potential. The line between
privatesalesand publicauctions has blurred: Christie’sand
eBay both offer a buy-it-now option, while Auctionata moves
worksthatdonotsell atauctiontoastore on thesite.
However, for the sake of concision, we focus here on online
auction platforms, dozens of which have emergedinrecent
years, though no two offer exactly the same service or
experience.

“Oneofthedifficulties with online auctionsisthatyou
have to use thema few times to understand how the model
works,” notes Meghan Carleton,a partnerattheartadvisory
and financing firm Aot Advisors, who has regularly bid in
onlineauctions for more than five years. “All the platforms
arereally different.” And while the front-end user interface is
crucial, significantchangesarealso afootbehind the scenes,
from digital consigning to the conglomeration of boutique
andregional auction houses on third-party platformslike
Invaluable, which offerslive-streaming services for houses
onitsown platformand alsoservesaseBay’s exclusive
partner for live auctions.

Christie’sand Sotheby’s have taken markedly different
approachesto their online expansion. Christie’s has
remainedinsular, developingits own technology and
launching Christie’s Live, a platform for live-streaming
auctionsand online bidding, in 2006. Collectorscan
participateinallsales through Christie’s Live—except for
postwar contemporary and Impressionist/modern evening
sales, meaningthatthe priciest pieces arestill available only
tothose who attend in person or participate over the phone.
In2or11 thehouseintroduced an e-commerce channel, which
includes online-only auctionsin 21 of its 82 categories, and
buy-it-now shops for watchesand handbags. Amongother
activities, since 2013 the site has been auctioning off
thousands of Andy Warhol lots through an exclusive deal
with the Warhol Foundation.

“The growth of the e-commerce channel has been
substantial but measured,” notes John Auerbach,
international managingdirector for digitaland e-commerce at
Christie’s. “Ourintentionis to expand our online offerings
atapace thatmatches whatour clientsand the larger market
areasking for.” According to midyear reportsreleased by
the house, 163 online-only auctions have taken place since
the platformlaunchedin 2011, 77 of which were between
mid 2014 and mid 2015. The e-commerce platform accounted
for 16 percent of new buyers. Christie’shas remained
unwilling, however, toshare the results ofitsonline sales, a
factor that feedsspeculation that these auctionshave
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increased sales volume and the customer base rather than
profits, and therefore risk undermining the elite image of
the house.

Dallas-based Heritage Auctions saw $360 millionin
onlinesalesin 2014—more than one-third of its total revenue
fortheyear. Like Christie’s, Heritage has builtand used its
own technology since 1974. Though fine and decorative arts
account for only about 20 percent of Heritage’s business, the
house’sapproach to the online marketis notable. It runsboth
live-streamed auctions and timed, online-only salesand has
developedadvanced features, such asatool thataddsthreeto
sixsecondsto theend of a timed sale soanauction doesn’t
stopwhile people arestill actively bidding.

Asatotherfirms, the currenttechnology initiatives at
Heritage include a focus on the exploitation of big data.
“Datadevelopmentisabigdeal,” says coo Paul Minshull.
“If someone looks at meteorites every time they come on the
site, we show them meteorites when they land on the site.”
The house holds a strong position in the wider online auction
market, the foundation of whichisits coinand comics cate-
gories, yetitis continuing to grow its brick-and-mortar busi-
nessaswell, withexpansionsinto Hong Kong and the Neth-
erlandsthatbeganinthesecond halfofthisyear.

Thestrategy of Sotheby’sin the online realm hasalways
been one of partnership. Back in 2002, the house took a risky
but forward-thinking move by partnering with eBay. The
dealwasa flop, with theauction house losing $100 millionin
thefirstyear of what was supposed to be a three-year
arrangement. But Sotheby’sisnow getting back in the game
and continuing to build partnerships acrossthe auction
landscape: Inearly September the house announced it was
joining forces with Artsy.

“Ourgoalis for ouraudiences to be able to engage with us
through whatever platforms they wantto use,” explained
David Goodman, whojoined Sotheby’s as executive vice
presidentof digital developmentand marketing in June,
following the inaugurallive streaming of a Sotheby’s auction
oneBayin April. The house’s rekindled relationship with
eBayis partofathree-wayagreementthatalsoincludes
Invaluable, the online auction platform currently sweeping
through theindustry. Since Sotheby’s started working with
Invaluablein March, thehouse hasseena 55 percentincrease
inbidder participation and has generated more than
$40millioninonlinesales.

“Weuse Invaluable technology to power the live auctions;
theyarelike the pipesin the backend,” explained Lexi Sack,
eBay senior manager forartandlive auctions. In the new
deal, Invaluable provides the technology for live-streaming
and eBay, hopefully, bringsin the masses to participate in
sales. “Invaluable provided us the opportunity toscaleina
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CHIEF CURATOR AND DIRECTOR OF
STRATEGIC PARTNERSHIPS
CHRISTINE KUAN; AUCTION PRODUCT
MANAGER DEVANG THAKKAR

@ Sincelaunchingin2010, the
online-only venture founded by
CarterClevelandhasbeen
committed toamission of making
“artaccessible toeveryone.” The
start-up partners with museums,
galleries,and artfairs,and most
recently Sotheby’s—posting
available works and allowing
potential buyerstoinquire viatheir
platform.Recently hired away from
Microsoft, Devang Thakkaris
driving the company’s use of big
data, while Christine Kuanhas
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SOTHEBY'’S

@ Under the guidance of David
Goodman, whojoined thehousein
June, Sotheby’sistakinga
predominantly partnership-based
approach totheironline expansion:
They are currently working with eBay,
Invaluable, and Artsy in hopes of

growingtheirclientele forlesser-
valued works.The houseisalso
buildingout theironline editorial
EXECUTIVE VICE PRESIDENT content, a strategy beingemployed very quick manner,” noted Sack. (In September, eBay

OF DIGITAL DEVELOPMENT  REGR G EI IR g AE EYE R VR EL: announced ithadalso partnered with Phillips, whichisnow

DAA\IVI?SASSSEHXS themoreinformation collectorshave, headed by Edward Dolman, wholed Christie’s at the time of
themorelikely they are tobid onworks. ..
theoriginal 2002 eBay-Sotheby’s deal.)

Foundedin 1989 as Artfact,anauctionresults database
Sothebv’s . subscription service, Invaluable relaunched asanauction
platformin 2014, providinga portal for sales butavoiding the
consignmentside of the business by actingasaclearinghouse
for wares from brick-and-mortarhouses,and takinga fee for
eachsale. Bymid 2015 the company claimed to be adding
around 7o housestoitsroster every month, with steadily
increasingmomentum. Moreatech firmthananartendeavor,
Invaluable hasattracted the attention of venture capitalists,
andaccordingto CEO Rob Weisberg, it raised $34 millionin
May oflastyear.Inaddition to expanding partnershipsand
building technology, the company “is alwayslooking for
TR , . opportunities to consolidateif there are companies out there

il b, thatwethink are worth acquiring.” Oneauctioneer, who
asked to remain anonymous, said he had recently received a
callfromthe secinquiringabout the implications of a merger
between Invaluable and Live Auctioneers, Invaluable’smain
competitorinthe field, though other platforms, Sweden-based
Barnebys forinstance,arealso gaining ground in both Europe
and the United States.

AsoneBay, the quality and price of lots on Invaluable
coveravastrange—from $2§ pensto vintage cars to
Rauschenbergs—and the curation and vetting of lotsand
consignorsislargely leftto partnerauctioneers. Several
boutique auction houses had concernsabout partnering with
suchalarge company, whichled themin August 2014 to
create Bidsquare,a similar but much smaller platform.
Collaboratively builtand funded by six American houses—
Brunk Auctions, Cowan’s Auctions, Leslie Hindman
Auctioneers, Pook & Pook, Rago, and Skinner—thesite is
eb N/ S0 seach. growingsteadily, though long-term plans are stillevolving.

“We’re curated, so we turn away a lot of auction houses,”
Sotlleby,s says Bidsquare CEO Allhis Ghim. “We know thereisalotof
supply out there, especially in the middle market, so there
Evors Gy T 4 P wasaneedtobuilda platform where userscan trustthatthe
B, TAE o dllp sellersarereputable.” They canalso trust “thattheitems
{ they’re purchasing have been vetted by our specialists.”
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half of its New York staff in April of this year—less than
a year after opening an American office—Auctionata saw
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195 percent growth in the first half of 2015, with total
sales for the period at $39.7 million, and in late September,
the house announced the acquisition of the London-based
online valuation company ValueMyStuff. Now the largest
auction house in Germany and on track to complete more
than 200 sales this year, Auctionata holds the record for
the most expensive piece of art ever sold in an online auc-
tion: a Chinese automaton clock purchased by the Chinese
collector Liu Yigian for $3.83 million this past June.

As the house expands and builds more data into its
platform, it’s likely this record will not hold for long. “Our
platform allows us to leverage all the data about trends,
buying, interests, prices, and crossover categories to focus
and target our growth,” says Auctionata managing direc-
tor Joe Stasko. “Even when users are just looking and not
buying, the information we gather is very powerful.”

Meanwhile, the other major Sotheby’s partnership, with
Artsy, isjusttaking form. “We’re bringing together a
270-year-old brand and cutting-edge technology,” says
Christine Kuan, Artsy’schief curatorand director of strategic
partnerships. “That’sasignal tomethattheartmarketis
ready for new approachesto collecting.” With justonejoint
auction completed to date in the Sotheby’s/Artsy
collaboration—a time-based, online-only sale of
contemporary worksrelating to technology—the sizeand
parameters of offerings under the partnership remainunclear,
though Artsy hashigh hopes forits future in online auctions.

The tech company launchedin 2010, butits business
model hasshifted over time;its mission envisionsnotonly a
social media-modeled educationalinitiative that makes
accessto artmore democratic, buta matchmaker service for
collectorsand galleriesaround the world. While both these
activities have garnered attention, the massive data collection
that Artsy has been engaged in behind the scenesis perhaps of
greater long-termsignificance: What people search, what
theylike,and whatthey buyareall being recorded. “Artsy has
collected a ton of insights and information about how online
auctionsare evolvingand how statistics and analysis play a
roleinthediscovery and collection of art,” says Thakkar,
now Artsy’sauction product manager.

AllInternetcompaniescollectthissortof data,and
rudimentary access toa massive amountofsalesinformation
isnow available to the public through the indexes of closed
sales on the websites of Christie’s, Sotheby’s,and Invaluable,
and from larger databasesaccessible fora fee from Artnet
and Artprice and for free from the Blouin Art Sales Index.
What potentially sets Artsy apartisthatall other databases
areexclusive toauctions, but because Artsy also hosts
galleriesand receivesa commission on sales generated
throughitssite, the companyisina (continued on page 114)
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position to gatherand analyze data on private sales—a crucial element
inconstructinga truly comprehensive artindex.

“Buildingthissortof transparency willalso benefitand grow the
general market by bringing more trustallaround,” states Thakkar. “We
canuse the power of data to help our collectors be smarter about what
they’re collecting.” The technology isstill being developed, but the
ultimate hopeisto build a tool like Zillow—an app that provides the
currentestimated value of a piece of real estate—for the valuation of art.

Similarly driven by a vision of integrating art knowledge with
technologyisPaddle8. The go-to site for benefitauctionsisalso
expanding rapidly into for-profitauctionsand has seen 160 percent
growthinthatareayearoveryear,addingnew categories like
fashion,arttoys,and memorabilia thisyear. The 2011 start-up is
also planningits first-ever in-person, for-profitauction, to take place
inearly 2016. According to Paddle8’s head of communications,
Sarah Goulet, the firm will “reenvision whatan eveningsale can be,
blending technology, entertainment, and the drama of the auction
roomataspecial liveeventin L.A.” Also, ina move to expand beyond
auctionsinto the realm of private sales, Paddle8 introduced buy-it-
nowsalesin August 201 4. Lastmonth Paddle8 announced that
David Zwirner had invested and would join the firm’s board and
would sell select pieces from his gallery on the site. “Ithink he sees
thisasagreat placeto sell some of the lower-value works, which were
gathering dustin storage,” explains Paddle8§ cofounder and president
Alexander Gilkes.

OneaspectofPaddle8’s successisits focus on the consignor. The
company’s consignment rates are the lowestin the industry, in part
because of whatitcallsa drop-ship model: consignors send images via
anapporemail,and worksare shipped directly fromseller to buyer, so
there’snoneed for storage, and shipping costs are greatly reduced.
Another factorinPaddle8’s successisits highly curated approach to
sales: Only 1o percentof pieces thatare offered for consignment make
itonto thesite.

Paddle8’s data collectionisused,according to cofounderand
CEO Aditya Julka, “to guide nonprofitsin sourcing works thatare
morelikely to appeal to our audiences.” Adds founding partner
and coo Osman Khan, “once you understand the consumer setina
very nuanced way, youcan think about your consignmentsina better
manner,and you can think about what you show toindividual buyers,
asopposedtothestandard home page.”

Artnet,along-standing online auction platformthatalso conducts
private sales, hasreached a conclusion similar to Paddle8’sand Artsy’s
when itcomes to what gets people to bid. “Based on the customers we
have observed and the historical data we’ve collected, most online
auction decisionsare based on the information that the bidder has
accessto,” explains cTO Jordan Jan. Followinga hiatusofayearand a
half, Artnetrelaunched an expanded newssite in February 2014.
Artnet Auctions subsequently saw 13 percentgrowth in revenue over
2013 figures, with total salesreaching $3.1 million and average lot
valueincreasing 36 percent, to $9,578,in 2014. “We’ve gotten more
efficient whenitcomestoattracting the art that will sell well because
we see from the historical data whatkind of expectationsand what
kind of price we can promise to the owners,” says Jan.

Onlineauctionsitesare still most prevalentin the United Statesand
Western Europe, butas Asian artmarkets continue to grow rapidly—
with EpaiLivein Chinaand SaffronartinIndianotablein the online
auction marketplace—the likelihood of Western companies
maintainingindustry dominance inthe comingyearsisuncertain at
best. The greatestchangesahead, though, arelikely to further
diminish geographical factors as market-driven editorial contentand
analytics-driven artviewingand collecting permeate all tiers of the
online auction marketplace. #

According to the complaint: “The unique nature of Sol LeWitt’s wall
drawings renders their accompanying certificates of authenticity critical
to the works’ value.” It also points out that every LeWitt certificate reads,
“This certification is the signature for the wall drawing and must accom-
pany the wall drawing if it is sold or otherwise transferred.”

Steinkamp sued in New York because he had delivered the piece there.
A few weeks after the suit was filed, the parties reached an undisclosed
settlement out of court. The gallery’s insurance refused to cover the loss.

“If only there were insurance for this kind of thing,” huffed Ashley.

Actually, though our client had failed to take advantage of it, such
insurance does now exist. Just this year, insurance brokerage firm
Crystal & Company—a leading adviser to financial institutionsand art
collectors—teamed up with A1G Private Client Group to offer insurance
for Conceptual art pieces that compensates collectors if a certificate is
lost or damaged. Executive vice president Jonathan Crystal explains
that when he originally asked A1G if certificates were covered, the insur-
er’s response was “of course.” However, based on his close reading of
AIG’s policy, Crystal wasn’t so sure. That ambiguity led his company
to add a simple endorsement to policies issued by AIG clearly stating
that lost certificates are covered—at no additional cost. As Crystal
points out, “When millions of dollars are at stake, people become very
granular about contractual policy language.”

We told Ashley that certificates of authenticity are so important for
Conceptual art that one of the first questions a buyer of such a piece
should ask is whether the seller has a certificate—although in our expe-
rience this question often comes as an afterthought. Once a collector has
a certificate, it should be stored in as safe a place as a physical artwork
would be stored, and notin a loose-leaf binder with one’s business papers,
as many people mistakenly do. Collectors should ensure that their heirs
also clearly understand the importance of these documents.

Ashley’s next question was a good one. “Do I still own the copyright
to the Conceptual works, allowing me to reproduce them? Or did I lose
the copyrights in the fire too?”

There may have been no copyright to own, we explained, since
Conceptual works are mainly ideas, and under U.S. law, ideas are not
copyrightable. Moreover, copyright to the physical manifestation of the
ideas—the artworks—would likely have been retained by the artists.

“What about the lost bills of sale for the works?” Ashley asked. “Can
I get those replaced?”

The answer was maybe. In our experience, reputable galleries will
often replace a lost bill of sale, which serves as both a receipt and evidence
of the sale. The bill normally describes the artwork, parties, price, terms
of payment, and date and place of sale. The buyer typically keeps the
original signed by the artist or seller, while the seller keeps a copy. Some
artists’ studios will even issue appraisals of works without certificates
even if they won’t reissue the certificates themselves.

We suggested that Ashley check to see if her homeowner’s insurance
coverage extended to valuable papers such as bills of sale and other doc-
umentation regarding her artwork, as some policies do. Under such
coverage, the insurer would pay for the time and effort of having someone
reissue the papers and restore the files.

“It seems as though losing a certificate of authenticity is worse than
losing a bill of sale,” Ashley observed.

“Correct,” we replied. As Jonathan Crystal putit: “If your wedding
license goes up in flames, it doesn’t mean you’re not married, but without
your certificate of authenticity, your artwork no longer exists.”

Ashley was so inflamed by her predicament that she asked if we
would write a column about lost certificates. Her one request? That it
not be a puff piece. H

THOMAS AND CHARLES DANZIGER ARE THE LEAD PARTNERS IN THE NEW YORK FIRM DANZIGER,
DANZIGER & MURO, LLP, SPECIALIZING IN ART LAW. GO TO DANZIGER.COM FOR MORE INFORMATION.

ART+AUCTION NOVEMBER 2015 | BLOUINARTINFO.COM



	AANOV15-zinio 80
	AANOV15-zinio 81
	AANOV15-zinio 82
	AANOV15-zinio 83
	AANOV15-zinio 84
	AANOV15-zinio 85
	AANOV15-zinio 116



