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Abstract

Geographical Indications are protected names of products deriving from a limited
geographic area, produced throughout history in a traditional unique way, by using local
specific resources. They are much more than simple trademarks and today are considered as a
model of rural areas development. The aim of this review paper is to emphasise the effects of
agricultural products protection by Geographical Indications, in qualitative (e.g. improvement
of rural population living quality) as in quantitative terms (e.g. added value that these
products gain in agricultural market). Geographical Indications (GI) overcome the dimension
of pure economic benefit for producers and expand the range of effects to consumers, rural
areas, and to entire regions and countries. It is estimated that on global level more than
10,000 products are protected with GI. The sales value of GI products registered in EU-27
was estimated at €54.3 billion in 2010 at wholesale stage in the region of production. The
whole value premium rate in EU-27 for GI products was estimated at 2.23, which means that
GI products were sold 2.23 times as high as non-GI products. A growing body of evidence
shows that typical and traditional products protection by the means of geographical
indications has brought about multifaceted benefits to rural communities living in the areas of
origin and contributed to improving their livelihoods and quality of life.
Keywords: Geographical Indications, sales value, premium rate

Introduction

The WTO 1994 Trade-Related Aspects of Intellectual Property Rights (TRIPS)
Agreement states: “Geographical indications ... identify a good as originating in the territory
of a Member, or a region or locality in that territory, where a given quality, reputation or
other characteristic of the good is essentially attributable to its geographical origin” (art.
22.1) (Belletti et al., 2011). According to the World Intellectual Property Organisation
(WIPO, 2010), a geographical indication (GI) is a sign used on goods that have a specific
geographical origin and possess qualities, reputation or characteristics that are essentially
attributable to that origin. GIs are protected in accordance with international treaties and
national laws under a wide range of concepts. When GIs are legally registered, they take such
forms as Appellation of Origin (AO), Protected Designation of Origin (PDO) and Protected
Geographical Indications (PGI), depending on the categories defined in the various countries
and, as such, they become enforceable (Belletti et al., 2011).

Products deriving from a limited geographical area and whose production contributes
to the preservation of local knowledge and local specific resources, undoubtedly contribute to
increasing the quality of life, of both producers and consumers, and in the broader sense of
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entire communities. In this sense, introduction of an institutional system of protection of
Geographical Indications (GI) and valorization of systems in which they exist contribute to
faster and sustainable development of rural areas. GIs represent a significant potential for
many regions, not only in terms of increased revenue, but also in cultural and environmental
terms (Bramley, 2011).

It is estimated that on global level more than 10,000 products are protected with
GI. About 90% of these products are from the Organization for Economic Cooperation and
Development (OECD) countries, while the remaining more than 160 countries have a few
protected products (European Commission, 2008a). A much greater number of products are
eligible to bear GI but they have no legal protection. However, not all GI products are equally
successful in the world market. In many cases, indications of geographical origin are
protected in one country but not in another or the purpose and form of protection often differ
from country to country. For example, Feta and Champagne are protected in the EU but not
in U.S. where the words “feta” and “champagne” have generic meanings.

This paper brings out some quantitative and qualitative data regarding the effects of
protecting products originating from limited geographic areas with the use of specific local
resources and traditional production methods.

Material and methods

Analysing geographical indications for their economic, social and ecological impacts
implies facing with two kinds of challenges. Firstly, it is difficult to obtain suitable data; and
secondly, clear methodological parameters are necessary for the analysis of the data collected
(Belletti et al., 2011).

Sources of data used in this study were, in addition to the academic literature, the
European Commission evaluation studies on GI. The first Evaluation of the Common
Agricultural Policy (CAP) policy on Protected Designations of Origin (PDO) and the
Protected Geographical Indications (PGI) was carried out in 2008 and the second one on the
value of production of agricultural products and foodstuffs, wines, aromatized wines and
spirits protected by geographical indications was carried out in 2012.

Results are presented in quantitative and qualitative forms. With quantitative indicators
are presented: (1) the total sales value of products under GI, (2) the share of sales value of
products under GI in total sales value of foodstuff and drinks sector, and (3) the ratio of
market prices of GI products compared to products from the same category without
GI. Qualitative indicators refer to the social and geographic parameters on whose
development the protection of GI has effects. Quantitative indicators have a more operational
character and their use value is higher for administrative purposes, while the qualitative
indicators are of more theoretical nature and their use value is higher for academic purposes.

In this review paper there is no distinction between the effects of the GI system (supply
chain and network), the protection schemes (legal framework) or cooperation projects or
programmes aiming at implementing GI regulations and they are considered altogether (cf.
Belletti et al., 2011).

Results and discussion

3.1. Effects of geographical indication protection
Numerous studies conducted in developed and in developing countries, clearly indicate a

positive correlation between the protection of local products by GI and local community
development. Among positive effects of the protection with GI is certainly necessary to
enumerate the following (O'Connor and Company, 2005):
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- Increased production, creation of new jobs and prevention of further displacement of
population in rural areas;
- Achieving higher sales prices for products due to production methods and known origin;
- Increased recognition of areas of production;
- Achieving other indirect positive effects e.g. through the development of rural tourism;
- Contribution to the preservation of biodiversity, local knowledge and natural resources;
- Avoiding standardization of food production;
- Enabling offers of completely different and unique products.

GI products, besides the above mentioned effects on rural community development,
also have positive effects on social features of communities from which they derive by
contributing to social cohesion by making producers relying on each other, playing a positive
role in lifting up local and national identity, and making producers and consumers proud of
their unique traditional products (reference?). GIs production often has the potential to obtain
positive environmental and social side effects (Belletti et al., 2011).

Radman (2006), states that the geographical origin is a vehicle to increase the quality
of food products for the following reasons:
- Use of GI contributes to a better organization of rural areas and population that perform a
given production. Production and processing of agricultural food products according to the
strict rules of traditional production contributes to retaining skilled people in rural areas;
- GI are themselves holders of greater value, because the ownership is of all inhabitants of the
territory, and cannot be privatized;
- GI provide a more equitable distribution of added value along the supply chain, from
production, over distribution to consumption;
- GI stimulate production of quality products, which results in greater competition in the
market.
- GI contribute to the preservation of identity and cultural heritage of the production region.
Being present on global market such products contribute to a positive image of the area of
origin, and they encourage and enable producers to be more present on the international
scene.

3.2. Economic effects of geographical indications
The sales value of GI products registered in EU-27 was estimated at €54.3 billion in

2010 at wholesale stage in the region of production, of which 56% is related to wine, 29% to
agricultural and food products, 15% to alcohol and 0.1% to flavored wine. The sales value
increased by 12% in the period 2005-2010. The greatest increase in sales during this period
was recorded in the agro-food sector (+19%), mainly as a result of the registration of new GI.
In the wine sector, the value of sales rose by 9% mainly as a result of increased selling prices
(+8%), while sales volume increased slightly (+1%). France is the leading country with a
total sales value of €20.9 billion, which makes 29% of total sales value of EU-27 (Chever et
al., 2012).

The total sales value of food and drink sector in the EU-27 in 2010 was estimated at €
956 billion. The share of GI was 5.7% in 2010. In the period 2005 - 2010 growth rate of the
total sales value was +13.9%, while the growth rate of GI was slightly less (+12.1%). The
largest share of GI sector was recorded in France (14.5% of the total food and drink sector),
the three Mediterranean countries (Italy, Greece and Portugal), with approximately 10%, and
Slovenia (6%) (Chever et al., 2012). In southern Europe, the culture of protecting GIs is
historically embedded. For instance, France has a century of history in promoting official
origin-based quality signs (Sylvander et al., 2007).
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Economic data from developing countries is very difficult to find, however, there are
some estimates. According to Giovannucci et al. (2009), for example, the total value of
exports of Basmati rice from India in 2007 amounted to $1.5 billion, while data from
Pakistan from 2001 talk about the value of exports of $250 million. Export value of Tequila
from Mexico in 2007 was estimated at $725 million. Total exports of Mountain green coffee
from Jamaica brought $24 million in revenue in 2008.By improving market access, GIs can
lead to higher incomes through increasing the volume of goods sold. But GIs have a further
potential income effect through the collective process of value creation (Barjolle and
Sylvander, 2000) that could lead to the capturing of a premium. This GI embedded value is a
mixture of economic, cultural and social values which derive from locality; the so-called
“immaterial dimension of food consumption” (Reviron et al., 2009).

Many studies provide evidence of price premiums for GIs from developed countries.
These studies include willingness to pay surveys which have found that 43% of consumers in
the EU are willing to pay a 10% premium for a product with GI labelling, while 8% of EU
consumers have indicated a willingness to pay a 20% premium (Berenguer, 2004).

The whole value premium rate in EU-27 for GI products was estimated at 2.23, which
means that GI products were sold 2.23 times as high as the same non-GI products. A
comparison of the average value premium rates between schemes shows that GI wines are
sold at a price greater than 2.75 with respect to wines without GI, GI spirits at a price 2.57
times higher compared to drinks without GI, and the lowest price premium rate, 1.55 times or
less, is that recorded in the case of agricultural food products with GI.

The total value premium of EU-27 GIs was estimated at €29.8 billion. Wines
contributed 65% (€19.3 billion), agricultural products and foodstuffs 19% (€5.6 billion) and
spirits 16% (€4.9 billion).

Ex Yugoslavian countries are in a very different steps regarding its approach to the
protection of local products by a GIs. Slovenia, who is full EU member since 2004, has 16
products bearing GI signs (European Commission, 2013). Croatia has entered EU with 13
products protected by GI on national level and none of them is protected on EU level
(MPRH, 2013). Bosnia and Herzegovina still has no resolved conflict of jurisdiction which
institution is responsible for registration of GI.

The economic benefits of geographical indications come mainly from differentiation:
a special quality linked to the territory is acknowledged by consumers in the country and
outside (Belletti et al., 2011). In fact, the demand for GIs is based on the economics of
product differentiation (Moschini et al, 2008) so it affords producers a valuable opportunity
for the creation of territorially-differentiated niche markets.

3.3. General effects of geographical indications
GI overcome the dimension of pure economic benefit for producers and expands the

range of effects on consumers, rural areas, and to entire regions and countries. Bramley
(2011) in a literature review on the socio-economic impacts of GIs dealt with the following
issues: quality signalling in support of consumer and producer welfare; improved market
access through differentiation and value creation; rural development dynamics; the
preservation of traditional knowledge; and the preservation of biodiversity.

It is widely articulated that protected GIs may contribute to rural development (cf. Van
de Kop et al., 2006). GIs potentially impact rural development in two ways. Firstly, through
the remuneration of specific assets directly involved in the production process. Secondly, the
GI qualification process itself, by defining product standards and signalling territorial values
embedded in the GI product increases the ability of capturing price premiums. Also, by
preventing the diversion of income from misappropriation, GIs enable producers to
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potentially enjoy larger income flows from their origin based production processes (Zografos,
2008).

GIs have for many years been the main pillar of the European Union’s agricultural
product quality policy and are seen as a strong development tool for lagging rural economies.
The EU’s perspective on GIs has been described as “a legal and commercial basis for
development of rural areas, the preservation of cultural heritage and the promotion of small
and medium firms in the rural economies context” (Sylvander and Allaire, 2008 in Hughes,
2009).

From the perspective of consumers, GI indicate the important characteristics of products
that are not often checkable by a simple inspection control. For example, consumers cannot
easily determine wine quality, nor its production process, or whether a cheese is made using
traditional production methods. Geographical origin is indicated not only by the link between
a product and the region of production, but automatically includes the application of a
particular method of production, well-known characteristics and quality of a given production
region.

A consumer’s survey in the USA in 2005 has shown that 72% of respondents think that
the geographical features of the place of production, such as land, affect the quality and taste
of food (De Carlo et al., 2005). Research carried out in 1999 in the EU, which was conducted
on a sample of 20.000 consumers, showed that the main motive for buying a product of
known geographical origin for 37% of respondents is the guarantee of origin of the product,
35% expected a better quality, 31% for specific place and method of production, and 16% for
tradition (Berenguer, 2004). It further showed that 50% of respondents are willing to pay
between 10% and 20% higher prices for products with protected geographical indications.

For rural regions GI can be a platform for affirmation and validation of unique socio-
cultural and agro-ecological characteristics. They also have a positive impact on building the
reputation of the territory, increasing sales of other products and strengthening rural tourism.
In recent years, rural development policy strategies are increasingly based on strengthening
local produce and other local values of the territory.
Certain regions and countries have a very positive experience in increasing income of
farmers, processors and distributors thanks to products protected with geographical
indications. Among such products that enjoy a reputation on the global level can be cited:
French Cognac, Italian cheese Parmigiano - Reggiano, Jamaican blue mountain coffee,
Scotch whiskey, citrus from Florida; all of which are protected with GI. It is well known that
regions from which these products originate have achieved significant levels of economic
development, which can be explained by adequate use of natural and cultural resources.
Currently, 167 countries, mostly economically developed countries, have developed legal
basis for the protection of geographical indications. According to the EC, the strategy for
protection of GI has made the expected economic effects. Developing systems of protection
of geographical indications is still a new area but certainly promising especially for countries
whose agriculture is based on small family farms with extensive and traditional production
systems. In fact, more and more cooperation programmes regarding GI framework and the
registration of products are being launched in transition and developing countries (Barjolle
and Salvadori, 2010).
Nevertheless, GI laws cannot by themselves guarantee benefits for rural development
(Hughes, 2009; Belletti et al., 2011). GI registration does not guarantee a fair distribution of
value to producers nor positive environmental and social effects. These effects depend
strongly on the quality of the supply chain governance and on the elements of the code of
practices (Hughes, 2009).
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Conclusions

Traditional and typical products are the result of complex production systems strictly
interrelated with many dimensions of territorial development going beyond economic issues
to involve social and environmental dimensions as well. Geographical indications in their
simplest form are signs that recognise the link between a product reputation, quality or some
other characteristic and its geographical origin. It is undisputed that there are significant
benefits attached to GIs. Geographical indications have positive effects on producers and the
wider regions of origin. One can even speak about their positive impacts at the national level
in some countries. The legal protection of GI products is often conceived as a lever for
activating local development dynamics and defending territorial production systems with a
high degree of site specificity against pressures coming from globalisation. However,
achieving these dynamics is not a simple process and requires concerted efforts.

While the share of the value of sales of GI products in the total value of sales in certain
countries reached 14%, there is nowadays in Bosnia and Herzegovina a general confusion in
terms of laws and regulations, and the institutions responsible for the management issues
related to geographical indications. Although Bosnia and Herzegovina under the Stabilisation
and Association Agreement (European Commission 2008b) engaged to align this subject area
with the current European legislation no significant progress has been recorded so far.

There are particular challenges to harnessing the potential socio-economic benefits of
geographical indications. In addition to suitable legal protection, the GI process needs the
support of appropriate institutions and policies. GIs are multi-dimensional instruments so
informed policy decisions around GIs should therefore beyond economic considerations take
into account the potential social and environmental benefits.
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