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Abstract. Geographical indications (Gls) represent the intellectual property rights, which protection
could play a significant role in the increasing regional and national trade. The paper reveals the impact
of protected Gls on international trade and provides certain recommendations for Russia. There is an ev-
ident gap in the study of the Gls effect on the development of trade links, especially for Russian enter-
prises. The paper applies the gravity model of trade and tests three hypotheses, whether the more pro-
tected geographical indications both exporting and importing countries have, the higher the volume of
export of Gl protected goods going out of this particular country and whether the existence of a trade
agreement with specific provisions on the Gls protection increases trade between its members. The find-
ings support one hypothesis that the more protected Gls the exporting country has, the higher the vol-
ume of exports of Gl protected goods. Based on this result, we analyse the current situation of the Gls
protection in Russia and indicate the positive trends in development of the national legislation and mod-
ern challenges in the implementation of Gls protection for the national development. The federal and re-
gional support as well as the changes in the business strategies could lead to an increase in the Russian
competitiveness. Gls could encourage the brand origin and promote the Russian products on the foreign
markets.
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¥ TexHUUECKUI YHMBEpCUTET UnbMeHay, . MnbmeHay, lepMaHms
9 AHO «LleHTp 3kcnepTv3bl No BonpocaM BceMmpHOI TOproBoit opraHusaummny, r. Mocksa, Poccuiickas ®Depepaums
=1 CaHkT-MeTepbyprckuii rocyaapcTBeHHbIi yHmnsepcuTert, r. CaHkT-TMeTepbypr, Poccuiickas Menepatims

OxpaHa reorpaduueckmx ykasaHui B MEXXAYHAPOAHOM TOprosnie

AHHoTauums. MNMockonbky reorpaduyeckune ykasanusa (IY) aBngTca 0O6beKTaMu UHTENNEKTyalbHOW C06-
CTBEHHOCTM, UX OXPAHA MOXET CbIrPaTb BaXKHYH POJib B PACTYLLEN pErMOHaNbHOM M HALLMOHANbHOM TOProBse.
B cBS3M € HELOCTAaTKOM MCCNenoBaHMI Ha TeMy BAMSHMA [Y Ha pa3BMTME TOProBbiX CBS3el B HACTOSLWEN CTa-
Tbe aHaNM3MpPYeTCs 3HAYMMOCTb OXPAHSEMbIX reorpaduyecknx yKkasaHui AN MeXAyHapOOHOM TOprosau,
a TaKxXe JaKTCS peKOMEHAALMN AN pOCCUMCKMX KOMNAHWIA. [Tpy NOMOLWM rpaBUTALMOHHOM MOLENN OLLeHU-
Ba/MCb TpU rmunoTesbl. CornacHo ABYM MepBbIM rMMNoTe3aMm, KOJIMYEeCTBO OXPaHSIeMbIX reorpaduyeckmx yka-
3aHMIM KaK B 3KCMOPTUpPYOWMX (rMnoTe3a 1), Tak M B UMMOPTMPYIOLWMX CTpaHax (rMnoTesa 2), npsMo nponop-
LMOHANbHO BAMSIET HAa 0O6bEM 3KCMOPTa TOBAPOB. TpeTbs rMnoTe3a NpeanosiaraeT, YTo HalMyme TOproBoro co-
rNaweHns, CoaepKaLlero nonoxeHuns ob oxpare Y, npuBoAWT K yBENMYEHMIO 06bEMA TOPrOBM MEXIY €ro
yyacTHUKaMMU. [lofydeHHble AaHHble MOATBEPAMAM MEPBYIO TMMOTE3y O MPSMO MPONOPLMOHANbHOM CBS3U
MeXAy KOJIMYECTBOM OXPaHSAeMbIX reorpauyueckmx ykasaHui B CTpaHe-3KcnopTepe M 06beMOM 3KCnopTa
TOBApOB, 3aLLMLLEHHbIX reorpadmMyeckMMm ykasaHmsaMu. Ha ocHoBe 3TUX pe3ynsTaToB aBTOPbl NPOAHaNM3u-
poBanM OXpaHy reorpad@uyuecknx ykazaHui B Poccuun. BoigBneHa nonoxuTenbHas TEHAEHUMS PAa3BUTUS HALM-
OHaslbHOro 3aKOHOAATENbCTBA, OTMEYEeHbl MPobIeMbl B OCYLLECTBIEHUM OXPaHbl reorpaduyeckmnx yKasaHui.
lNoBbILEHMIO KOHKYPEHTOCNOCOOHOCTM Poccmm MoryT cnocobcTBoBaTb peanu3aums dpenepanbHbiX U permo-
HabHbIX Mep MOAAEPXKKM, @ TAKXKE U3MEHEHNe BU3Hec-CTpaTermin OTAeNbHbIX KOMNaHW. Pa3Butue cuctemsl
npaB Ha reorpa@uyeckmMe yKasaHWs MOXET CTUMYIMPOBaTb MeCTHble BpeHabl M NpoABUraTb POCCUIACKYHD
NPOAYKLMIO Ha 3apybexHble pbiHKM.

KnioueBble cnoBa: MHTENNEKTYalbHAs COBCTBEHHOCTb, reorpadmyeckue ykasaHus, MexayHapoaHas TOProBas, rpaBUTaLMOH-
Hasi MofeNib TOProB/N, perMoHanbHoe TOproBoe cornawenune, Poccus, cornawenne TPUNMC, KOHKYpeHTOCNOCOOHOCTb, perno-
HaNnbHOE pa3BUTUE, MPOUCXOXKAEHUE BpeHaa

Onga uutuposanus: Meuonbat K., Muxeesa E. A., KoBanb A. T, [y6uHa M. A. (2022). OxpaHa reorpamyeckmx ykazaHuin B Mex-
[lyHaponHoI Toprosne: nepcnekTuBbl Ans Poccun. SkoHomuka peeuoHa, T. 18, Bbin. 3. C. 882-894. https://doi.org/10.17059/
ekon.reg.2022-3-18.

1. Introduction

Geographical indication (GI) as a form of in-
tellectual property has been historically used for
identification and protection of products of spe-
cific geographical origins that guaranteed quality.
According to the World Trade Organisation (WTO)
Agreement, GIs “identify good as originating in
the territory of a state, or a region or locality in
that territory, where a given quality, reputation or
other characteristic of the good is essentially at-
tributable to its geographical origin”!.

In general, GIs are distinctive signs or symbols
used to differentiate competing goods by identify-
ing them as originating in a particular region and
of a particular quality that is attributed to this re-
gion and cannot be replicated elsewhere. Because
the place of origin is essential to the product, pro-
ducers of the same product from other regions

! The WTO Agreement on Trade-Related Aspects of Intellectual
Property Rights (TRIPS), 1994, Section 3. Retrieved from:
https://www.wto.org/english/docs_e/legal_e/27-trips_04b_e.
htm#3 (Date of access: 24.09.2020).

cannot use this particular GI (Raustiala, Munzer,
2007). Thus, GIs are valuable intangible assets, but
it is a matter of national law and consumer per-
ception whether a sign or symbol functions as a
GI.

As there is no universal method of GIs protec-
tion, several approaches are used separately or in
a combination by different countries on the na-
tional level. Every country has its own legal tradi-
tion, historical and legal conditions, which devel-
oped these GIs protection approaches that might
apply differently for particular products: wines
and spirits, foods, handicrafts. The difference be-
tween the approaches is in protection’s conditions
and scope. GIs can be protected under a sui gen-
eris system (sui generis right), a trademarks sys-
tem, or laws focusing on business practices.

Providing that there is a developed protection
system and proper support from consumers, pro-
ducers and governments, GIs might be consid-
ered as a country’s brand, as one of the attributes
of a nation that constitute its competitive advan-
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tage. GIs and their well-functioning protection
systems help producers compete successfully on
the international market, enrich country’s abil-
ity to achieve sustainable economic growth, and
increase volume of trade in GI protected goods.
Consumers’ willingness to pay a price premium
for GI protected goods contributes to GIs develop-
ment. Producers ensure sustainability of GI pro-
tected goods and fair competition on local and
global levels. Governments from their side provide
the necessary institutional framework.

GIs contribute to product differentiation, cre-
ation of added value for producers, decrease
search costs for consumers, and correct informa-
tion asymmetry between producers and consum-
ers. Moreover, if well managed, GIs might become
a valuable asset for a country, contribute to its
competitiveness on the global market, hence, eco-
nomic development, and preservation of indige-
nous culture. In regional studies, GIs have proved
to increase rural incomes and induce economic
growth (Bramley, Bienabe, Kirsten, 2009).

According to the position of the European
Union, a strong advocate of GIs, GIs can play an
important role in trade, rural development, and
conservation of national cultural heritage. This
position has been preserved since the adoption
of the first GI Regulation in 1992 (Calboli, Loon,
2017). The growing attention to GIs worldwide to-
day is being supported by an increasing number
of countries that adopt or update GI-related leg-
islations. The Russian Federation is not an excep-
tion. After several stages of approval, a law estab-
lishing geographical indications as a new type of
means of goods’ individualisation was signed by
the President of the Russian Federation on July
27, 2020 — Federal Law of July 26, 2019 No. 230-
FZ “On amending Part 4 of the Civil Code of the
Russian Federation and Articles 1 and 23.1 of the
Federal Law on the state regulation of the produc-
tion and circulation of ethyl alcohol and alcoholic
drinks and on restricting the consumption (drink-
ing) of alcoholic products”!. These amendments
introduced geographical indications in the list of
the results of intellectual activity in the article
1225 of the Civil Code.

The research aims to indicate the impact of pro-
tected geographical indications on international
trade and make appropriate recommendations

! Federal Law of July 26, 2019 No. 230-FZ “On amending Part
4 of the Civil Code of the Russian Federation and Articles 1 and
23.1 of the Federal Law on the state regulation of the produc-
tion and circulation of ethyl alcohol and alcoholic drinks and on
restricting the consumption (drinking) of alcoholic products”.
Retrieved from: http://kremlin.ru/acts/bank/44560 (Date of ac-
cess: 24.09.2020). (In Russ.)
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for the Russian Federation. Does GI really matter
for the growth of national export? This study an-
swers the question by the application of the grav-
ity equation model. We test several hypotheses on
the influence of GI protection on trade of wine and
spirits for main exporting and importing partners.

The research is structured as follows. The next
section covers the literature review including the
recent studies on the impact of protected GIs on
trade. Then the paper presents the data and re-
search methodology. The research results provide
important implications, which have valuable out-
comes for the Russian trade. We also give recom-
mendations for the Russian trade policy and de-
fine the prospective strategies for the business
development. The conclusion presents the final
remarks.

2. Literature Review

In majority of studies, scholars examine geo-
graphical indications from the perspective of le-
gal regulation. For instance, Blakeney (2014) thor-
oughly examines the EU legal regime on geo-
graphical indications, paying particular atten-
tion to the enforcement mechanism and relations
to the Agreement on Trade-Related Aspects of
Intellectual Property Rights (TRIPs). A diverse
analysis of the GIs’ phenomena from the multi-
disciplinary perspective is presented in the vol-
ume “Research Handbook on Intellectual Property
and Geographical Indications” (Gangjee, 2016).
Scholars of different backgrounds (legal, political,
historical, geographical, sociological, economi-
cal, and anthropological) covered distinctive fea-
tures of GIs and explored controversial issues of
their protection. In Russia, where geographical
names received protection as appellations of or-
igin (AOs) only in 1992, the literature on legal as-
pects of their protection is sufficient but limited by
the topics on examination of the current legisla-
tion and proposals to its improvement (Gorlenko,
2004; Eremenko, 2012).

There are much less investigations on the eco-
nomic impact of GI protection. Some of them re-
late to conference proceedings on individual case
studies (Vandecandelaere et al., 2018a), oth-
ers — to publications by international organisa-
tions: Food and Agriculture Organisation (FAO)
(Vandecandelaere et al., 2018b), Organisation
for Economic Cooperation and Development
(OECD)?, United Nations Conference on Trade and
Development (UNCTAD) (Rangnekar, 2004). The

2 Appellations of Origin and Geographical Indications in OECD
Member Countries: Economic and Legal Implications. OECD,
2010. Retrieved from: http://www.oecd.org/officialdocuments/
publicdisplaydocumentpdf/?cote=COM/AGR/APM/TD/
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publications refer to particular geographical re-
gions and identify GIs as a powerful tool for eco-
nomic development, especially for development
of rural areas; however, it is noted that this tool
should be implemented with caution in order to
let all economic actors benefit from it. There are
very few recent Russian studies, including some
cases of the Russian regions on their product com-
petitiveness with the GI protection (Chepeleva,
2019). Nevertheless, the intellectual rights protec-
tion has become one of the modern fields of inter-
national trade studies (Koval, Trofimenko, 2020).
That fact gives a significant value for this particu-
lar research.

In this work, a particular attention ought to be
paid to the studies on trade effect of GIs. Melony
and Swinnen (2018) explored GI as a trade regula-
tion tool through the analysis of historical cases.
Since the world’s first GIs were in the wine sec-
tor and played an important role in regulating
the wine market in Europe, the authors consid-
ered them for the research. Analysing historical
cases in the context of interaction between trade
and terroirs, authors concluded that export to for-
eign markets (United Kingdom) was crucial for the
Porte and Chianti; domestic trade with Paris was
essential for Burgundy; however, not export, but a
pressure from imported wines and new wine-pro-
ducing regions were factors of the most impor-
tance for Champagne. Thus, from the historical
point of view, GIs were used not only for export
growth but also for protection of local producers.
Additionally, political factors — in particular, in-
terests of traditional vineyards and merchants and
their relations with the ruling politicians — played
a crucial role in GIs development and delimitation.

Yet another study by Sorgo and Larue
“Geographical indication regulation and in-
tra-trade in the European Union” (2014) ana-
lysed double nature of geographical indications:
whether they enhance or divert trade. The au-
thors relied on a panel data on intra-trade of ag-
ricultural products among the 27 countries of the
European Union that covers three years: 1999,
2004 and 2009. Their findings suggest that GIs
create trade when both, importing and exporting,
countries have GI protected products and GIs di-
vert trade when importing country does not have
GI protected products. Thus, countries tend to ex-
port less in other countries that do not have GIs
protection system. Authors imply that this ef-
fect might be explained in a way that consum-
ers in countries with GIs have greater “love for

WP%282000 %2915/FINAL&doclanguage=En (Date of ac-
cess: 24.09.2020).

variety” than consumers in countries without GI
protection. Furthermore, GIs contribute to na-
tional branding and improve an image of a coun-
try. There is also an empirical evidence on bor-
der-enlargement effect arising from European GI
protection that means GIs have a trade depress-
ing effect, which affects mainly poorer coun-
tries without GIs. The authors conclude that the
European sui generis regulation of protection of
GI products can be seen as a non-tariff measure
by countries without GIs. However, authors noted
that these results should be applied very carefully
when analysing trade between the EU and other
countries, because they focused only on intra-EU
trade.

The study “The trade effects of the European
Union geographical indications policy” by
Raimondi et al. (2018) examines trade-quality
relation using the European Union GIs quality
schemes.

The authors put forward three hypothe-
ses about the effects of GI on trade. First, an ex-
port-promotion effect of the GI policy should af-
fect both the probability to trade (extensive trade
margin) and the volume of trade (intensive trade
margin). Second, an import-reducing effect of
the GI policy increases a vertical differentiation.
Finally, there is an average increase in the export
unit values (prices) in countries where firms adopt
the GI policy.

The results obtained show that geographical
indications influence trade flows differently de-
pending on whether the products protected by GI
are produced in an exporting or importing coun-
try. Additionally, geographical indications sig-
nificantly increase both the extensive and inten-
sive trade margins of exporters, especially in cases
where destination countries are not producers of
GI protected goods. When both countries produce
GI protected goods, the effect is lower, mainly due
to the intensive trade margin. These findings are
confirmed for both internal and external EU trade
flows. The main results of this study show that the
EU’s GIs policy is an export promotion tool when
implemented by exporters, and a trade reduction
tool when analysed from the perspective of the
importing country.

Finally, some scholars study GIs in the con-
text of international management and market-
ing. GI helps to create a brand origin (BO). BO is a
place, region or country to which the brand is per-
ceived to belong by its target consumers (Thakor,
Kohli, 1996). From the marketing perspective, BO
is a manner to differentiate a product from an-
other competitive product to make it more attrac-
tive. The GI effect influences the purchase deci-

JKoHOMMKa peruoHa, T.18, Bbin. 3 (2022)



886 BHEWHESKOHOMUYECKAA OEATEBHOCTb

sion in various areas. Communicated by “Made
in...” or “Manufactured in...”-labels with GIs influ-
ence consumers’ product evaluation. Not only the
product name but also the brand name plays an
important role in influencing the evaluation of ge-
ographical brands (Hulland, 1999). GI has a posi-
tive and direct influence on the perceived quality
of different products and brands. Products from
developed countries are rated much more favour-
able than those from emerging markets (Iacob,
2016). GI (general country attributes and general
product attributes) has a positive influence on
purchase intention (Lee, Lee, 2011). Thus, GIs pro-
motion could play a crucial role in the improve-
ment of the brand of products in the specific re-
gions and so far raise the competitiveness of the
domestic companies.

This research expands the study of the GI ef-
fect on international trade of both developed and
developing countries and focuses on the impact
of regional trade agreements including GI protec-
tion on trade. The findings will help provide cer-
tain recommendations for the development of
GI protection as a part of the Russian trade pol-
icy. Moreover, the study provides also some prac-
tical implementations on how Russian compa-
nies can use the GI effects for their international
marketing.

3. Methodology

The research methodology is based on the
gravity model of trade. This econometric model,
developed by Jan Tinbergen in 1962, is extensively
used for analysis of international trade flows (De
Benedictis, Taglioni, 2011). The model itself uti-
lises the gravitational force concept as an anal-
ogy to explain the volume of bilateral trade flows.
The model is successfully used for analysis of a
wide spectrum of interactions in international
economics. The gravity equation postulates that
the amount of flow between two locations in-
creases with their economic sizes and decreases
as the cost of transportation between them raises
(Folfas, Kuznar, 2013). The model became one of
the most popular econometric tools for interna-
tional trade analysis because of its high explan-
atory power and easily available data on interna-
tional trade in goods. Hence, the versions of the
gravity equation are numerous, and the spectrum
of independent variables seems to be unlimited.
Many of the recent studies utilising the gravity
model of trade have focused on empirical specifi-
cation and estimation (Sorgo, Larue, 2014).

The present study is concentrated on the anal-
ysis of a dependency of wine export volume on
the availability of protected GIs for wines and on
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the protection granted to GIs in regional trade
agreements.

The following hypotheses are tested:

Hypothesis 1 — The more protected geographical
indications the exporting country has, the higher the
volume of export of GI protected goods going out of
this country.

Hypothesis 2 — The more protected geographical
indications the importing country has, the higher the
volume of export of GI protected goods coming to this
country.

Hypothesis 3 — The existence of a trade agree-
ment with specific provisions on the protection of ge-
ographical indications increases trade between these
countries.

The gravity model of trade is used to analyse
trade in goods under HS 2204 nomenclature (Wine
of fresh grapes, including fortified wines, grape
must other than that of heading 2009) from 15
countries (top HS 2204 exporters) to 15 countries
(top HS 2204 importers) for the year 2018 in or-
der to study whether the trade volume depends on
the amount of protected GIs. The rating of export-
ers and importers was compiled on the basis of the
Trade Map statistics.

Export of goods under the heading code HS
2204 was selected for the analysis as a depend-
ent variable because GIs for wines and spirits ac-
count for the biggest share of 51.1 % of all GI
protected goods according to WIPQ’s statistics'.
Moreover, GIs for wines are the most valuable as
was presented by the European Union Intellectual
Property Office research on infringement of pro-
tected geographical indications for wine, spir-
its, agricultural products and foodstuffs in the
European Union?.

The following standard and specific for the
research variables were included in the model
(Table 1).

The following sources were used for the data
collection (Table 2).

Tables 3 and 4 present specific data of export-
ers and importers. At this point, it should be no-
ticed that among top exporters on Trade Map da-
tabase such countries as Singapore and Hong

! World Intellectual Property Indicators 2019. World Intellectual
Property Organisation. Retrieved from: https:/www.wipo.int/
edocs/pubdocs/en/wipo_pub_941 2019.pdf (Date of access:
24.09.2020).

? Infringement of protected geographical indications for wine,
spirits, agricultural products and foodstuffs in the European
Union (2016). European Union Intellectual Property Office.
Retrieved from: https://euipo.europa.eu/tunnel-web/secure/
webdav/guest/document_library/observatory/documents/
Geographical _indications_report/geographical_indications_re-
port_en.pdf (Date of access: 24.09.2020).
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Table 1

Model Variables

Type of Variables

Variables

dependent variable

Export — export of HS 2204 goods for 2018

Standard independent variables

Y _e — exporter’s gross domestic product (GDP) (total in current US dollars, 2018)
Y_i — importer’s GDP (total in current US dollars, 2018)

Dist — geographic distance between capitals of countries,

ComLang — common official language,

ComBorder — common border.

specific variables concerning GIs

GI protection.

GI_e — a number of exporter’s protected Gls,
GI_i — a number of importer’s protected GIs,
FTA — membership in regional trade agreements that have particular provision on

Data

Table 2

Database

Source

Export — export of HS 2204 goods for 2018

UN Comtrade Database

Y_e — exporter’s GDP (total in current US dollars, 2018)

World Bank Statistics

Y_i — importer’s GDP (total in current US dollars, 2018)

World Bank Statistics

Dist — geographic distance between capitals of countries

CEPII, Gravity Dataset

ComLang — common official language

CEPII, Gravity Dataset

ComBorder — common border

CEPII, Gravity Dataset

GI_e — a number of exporter’s protected Gls

national GIs registers, IP offices

GI_i — a number of importer’s protected GIs

national GIs registers, IP offices

FTA — membership in regional trade agreement that have particular
provision on GI protection

WTO database on regional trade agreements

Table 3
Data on exporting countries
Export (HS 2204, . Sui generis | Trademarks, Collective, GI
Ne Exporter I:JSDS 2018) GI (wines) syitem Certification Register
1 |EU-28" 13643512331 1607 \% yes
2 | Australia 2160160531 116 v \% yes
3 | Chile 1999110418 82 \% yes
4 |USA 1448123429 — % no
5 | New Zealand 1202011941 29 \% \% yes
6 | Argentina 819503857 103 —
7 | South Africa 782176775 0 — — —
8 | China 364558 825 — — — —
9 | Georgia 196991520 20 \% \% yes
10 | Moldova 137933778 7 — — yes
11 | Switzerland 131596035 62 v v yes
12 | Canada 66584261 — — — —
13 | Macedonia, North 60172219 — — — —
14 |Israel 47043000 0 v \% yes
15 | Thailand 42287541 1 — — —

Source: Compiled by authors based on Trade Map. Retrieved from: https://www.trademap.org/; UN Comtrade. Retrieved from:
https://comtrade.un.org/; National registers and IP offices, Standing Committee on the Law of Trademarks, Industrial Designs and
Geographical Indications (2018). WIPO Working document SCT/40/5 PROV.2. Retrieved from https://www.wipo.int/meetings.

* excluding intra-EU trade.

Kong are presented. These countries do not pos-
sess vineyards and wine production due to their
geographical peculiarities. Consequently, they
were excluded from the list of top exporters and
were replaced by the following countries from
the ranking: Israel and Thailand. The presence of

Singapore and Hong Kong in the export statistics
may be explained by re-export.

Additionally, it is worth pointing out that as
the United States and Canada do not have spe-
cific Gls registers, GIs can be found only in the
trademarks databases by reviewing each regis-

DKOHOMMKa pervoHa, T.18, Bbin. 3 (2022)
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Table 4
Data on importing countries
Import (HS2204 . Sui generis | Trademarks, Collective, GI
Ne Importer {JJSD,( 2018) | GI (wines) sygstem Certification Register
1 |USA 6449227701 - \% no
2 |EU-28* 3145250306 1607 \% yes
3 |China 2855247094 — — — —
4 | Canada 1996426442 — — —
5 |Japan 1688914030 0 v yes
6 |Hong Kong, China 1538652672 3 — - —
7 | Switzerland 1214705001 62 v \% yes
8 |Russian Federation 1051033087 23 \% \% yes
9 | Singapore* 658527352 70 % \% —
10 | Australia 644192449 116 v \% yes
11 |Brazil 375640852 19 — — yes
12 | United Arab Emirates 311204983 0 — — —
13 | Mexico 271125780 0 \% \% yes
14 | South Korea 244001 146 0 \% yes
15 | New Zealand 143397945 29 \% v yes

Source: Compiled by authors based on Trade Map. Retrieved from: https://www.trademap.org/; UN Comtrade. Retrieved from:
https://comtrade.un.org/; National registers and IP offices, Standing Committee on the Law of Trademarks, Industrial Designs and
Geographical Indications (2018). WIPO Working document SCT/40/5 PROV.2. Retrieved from: https:/www.wipo.int/meetings/

en/details.jsp?meeting id=46441 (Date of access: 24.09.2020).
* excluding intra-EU trade.

tered mark for the presence of a GI. This proved
to be difficult because there are numerous marks
registered under the Nice Class 33 (alcoholic
beverages, except beers; alcoholic preparations
for making beverages). Moreover, some marks
use geographic names but would not qualify as
GIs (Giovanucci et al., 2009). Therefore, the re-
sults of the search in the trademark databases
of the United States and Canada provided am-
biguous data, from which a clear list of trade-
marks protecting wine GIs could not be distin-
guished. Additionally, Chinese trademark da-
tabase is available only for registered officials.
South Africa did not have a register for GIs when
the research was carried out.

As there is no global wine GIs register, the data
collected through national registers and IP offices
should be interpreted with caution, as some regis-
ters might not contain up to date data. It should be
also mentioned that the data on GI were collected
at the beginning of the year 2020; hence, the data
reflects the situation for the year 2019. Since Gls
registration is usually a rather lengthy procedure,
it is assumed (in the framework of the present re-
search) that the data from 2019 does not differ sig-
nificantly from the data from 2018. Where “-“ is
indicated in Tables 3 and 4, the data is unavail-
able or was not provided by the country in case
of a working document of the WIPO Standing
Committee on the Law of Trademarks, Industrial
Designs and Geographical Indications.
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Additionally, GI protection systems of each
country are included in Tables 3 and 4 in order to
present a complex nature of protection regimes.
This data is according to the countries’ answers
compiled into the working document of the WIPO
Standing Committee on the Law of Trademarks,
Industrial Designs and Geographical Indications.

The data on following variables — Export, Dist,
ComLang, ComBorder, FTA — is not presented
here as it was collected for each particular pair of
countries in the dataset for STATA. Based on the
data provided in Tables 3 and 4 above and on the
CEPII gravity dataset, a gravity model dataset for
218 exporter-importer pairs was compiled for the
equation estimation in STATA, a statistical soft-
ware package.

4, Results

The initial regression with all variables was es-
timated (Fig. 1). According to the results, the re-
gression is significant (Prob > F = 0) and 67 % of
all observations can be explained by the equation
(R-squared = 0.67). However, several insignificant
coefficients occurred for the following variables
InY e, InG _i, InDist, ComBorder, FTA1".

Test for heteroskedasticity indicated that
there was no heteroskedasticity (Prob > chi2 =

! In the analysis, the data for the FTA variable was decoded,
hence the new name of the variable (FTA1) was automatically
introduced by the STATA.
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- reg lnExport 1lnY e InY i InGI e 1nGI i lnDist ComLang ComBorder FTAl

Source S5 df MS Number of obs = 64
F{8, 53) = 14.11

Model 573.217838 8 71.6522297 Prob > F = 0.0000
Residual 279.329947 55 5.07872631 R-squared = 0.6724
Adj R-squared = 0.6247

Total 852.547785 63 13.5325045 RoOt MSE = 2.2536
InExport Coef. Std. Err. | P>|t] [95% Conf. Intervall]
1nY e .0752605 .1953485 0.39 0.702 -.3162267 .4667477
ln‘.t_i -8047787 -3295809 2.44 0.018 -1442838 1.465274
1nGI e -9382094 .2032347 4.62 0.000 .5309179 1.345501
1nGI i -.1820642 .2484579 -0.73 0.467 —-.679985 -3158566
1nDist -.7967213 -4398102 -1.81 0.076 -1.678121 -084678
ComLang 2.712817 -8556499 i 9 b ) 0.002 -9980566 4_427578
ComBorder -451078 1.422942 0.32 0.752 -2.400561 3.302717
FTAl -4022529 .5992019 0.67 0.505 -.7985746 1.60308
_cons -6.307524 10.9166 -0.58 0.566 -28.18487 15.56982

Fig. 1. Initial regression

=0.81 > 0.05) as did the test for multicollinear-
ity (VIF = 1.98 < 10). The first test for joint sig-
nificance for the variables InY e, InG i, InDist,
ComBorder, FTA1 showed that all these varia-
bles could be excluded from the estimated equa-
tion (Prob > F = 0.087 > 0.05). However, previous
studies have showed that distance between trad-
ing partners plays an important role as well as
GIs protected in importing countries to some ex-
tent; thus, we cannot exclude these coefficients
straight away. Yet, exporting country’s GDP, ex-
istence of a common border and presence of a
trade agreement (since the minimum level of
protection for geographical indications is already
set out in the TRIPS Agreement), indeed, might
not play a role.

The second test for joint significance was con-
ducted under the following conditions:

InY e =0,InGI i =1, ComBorder =0,
FTA1 =0, InDist=1,

and showed that the coefficient for variables InGI_i
and InDist was significant and other coefficient for
the variables InY e, ComBorder, FTA1 was insig-
nificant (Prob > F = 0.0000 < 0,05).

Thus, the variable FTA1 proves to be insignifi-
cant and Hypothesis 3 is not supported:

Hypothesis 3 — The existence of a trade agree-
ment with specific provisions on the protection of
geographical indications increases trade between
these countries.

Nevertheless, it ought to be noted that even
though the variable FTA1 is insignificant in the
model, in the real world the existence of a trade
agreement with GI provisions between coun-
tries or regional blocs may impact trade. For
instance, the newly signed EU-China bilateral

agreement with a significant list of protected
GIs is expected to improve trade in GI products’.
Moreover, any differences of opinion over Gl reg-
ulation might affect the signing of these agree-
ments, and therefore the volume of trade in GI
products between countries may deteriorate.
For example, GIs question was among the points
of disagreement during the negotiations on the
Transatlantic Trade and Investment Partnership
(TTIP) that started in 2013 and ended unsuc-
cessfully in 2016. The ongoing EU-Australia FTA
negotiations have also encountered contradic-
tions on the issue of GIs. From the EU side, a
substantial list of protected GIs was presented
for inclusion in the Agreement. Thus, Australian
manufacturers will not be able to use these GIs,
and a public objections procedure was launched
in Australia concerning terms proposed by the
European Union. No commitments on GIs have
been made yet?.

Proceeding with the estimation of an adjusted
regression (Fig. 2), we again got an insignificant
coefficient for the variable InGI i that was sup-
ported by the test for joint significance.

Hence, our Hypothesis 2 is not supported:

Hypothesis 2 — The more protected geograph-
ical indications the importing country have, the
higher the volume of exports of GI protected
goods coming to this country.

1 EU-China agreement protecting geographical indications en-
ters into force. Retrieved from: https://ec.europa.ev/info/news/
eu-china-agreement-protecting-geographical-indications-en-
ters-force-2021-mar-01_en

2 Public objections procedure concerning terms proposed by
the European Union for protection as geographical indica-
tions in Australia. https://www.dfat.gov.au/trade/agreements/
negotiations/aeufta/public-objections-gis/Pages/default
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. reg lnExport 1lnY i InGI e 1nGI i lnDist ComLang

Source S5 df MS Number of obs = 64
F{5, 58) = 23.39

Model 569.918393 5 113.983679 Prob > F = 0.0000
Residual 282.629392 58 4.87292055 R-squared = 0.6685
Adj R-squared = 0.6399

Total 852_547785 63 13.5325045 Root MSE = 2.2075
1nExport Coef. Std. Err. £ B> |t| [95% Conf. Interval]
ln‘.f_i . 7784088 -3049181 2.55 0.013 -168049 1.388769
1nGI_e -9917609 -1667462 5.95 0.000 -6579821 1.32554
1nGI_i -.1489805 .2370793 -0.63 0.532 ~-.6235464 .3255853
1nDist -.9344175 .3063352 -3.05 0.003 -1.547614 -.3212209
ComLang 2.830675 .749995 3TT 0.000 1.329396 4.331953
_cons -2.091826 8.58525 -0.24 0.808 -19.27707 15.09342

Fig. 2. Adjusted regression
. reqg lnExport 1lnY i InGI e lnDist ComLang

Source S5 df MS Number of obs = 126
F{4, 121) = 57.39

Model 1033.00536 4 258.251341 Prob > F = 0.0000
Residual 544.445932 121 4.49955316 R-squared = 0.6549
Adj R-sgquared = 0.6434

Total 1577.4513 125 12.6196104 Root MSE = 21212
1nExport Coef. std. Err. o B>|t| [95% Conf. Interval]
lnY_i -8482283 -1365816 6.21 0.000 -577829 1.118627
InGI e 1.086552 .1081113 10.05 0.000 8725175 1.300587
1nDist -.6199353 .2582694 -2.40 0.018 -1.131248 -.1086228
ComLang 2.132686 -4983869 4.28 0.000 1.145998 3.119375
_cons -7.584852 4.442841 -1.71 0.090 -16.38063 1.210924

Fig. 3. Final regression

In the final regression, we included variables,
which coefficients proved to be significant. The
estimation results are presented in Fig. 3.

According to the estimation, the regression is
significant (Prob>F = 0) and 65 % of all observa-
tions can be explained by the equation (R-squared
= 0.65). Test for heteroscedasticity indicated that
there is no heteroscedasticity (Prob > chi2 = 0.22
> 0.05), as did the test for multicollinearity (VIF =
1.13 < 10). All coefficients are significant, includ-
ing InGI_e, which supports Hypothesis 1:

Hypothesis 1 — The more protected geo-
graphical indications the exporting country has,
the higher the volume of exports of GI protected
goods going out of this country.

Therefore, as a result we get the following grav-
ity equation:

InExport =0.84 InY i + 1.08 InGI e -

—0.62 InDist + 2.1 Comlang @)

The coefficients of this equation might be in-
terpreted as following:

—0.84 InY i — a 1% increase in importer’s
GDP leads to a 0.84 % increase in export of HS

Ekonomika Regiona [Economy of Regions], 18(3), 2022

2204 goods into this country (other variables are
const);

— 1.08 InGI e — a 1% increase in number
of registered GIs in exporting country lead to a
1.08 % increase in export of HS 2204 goods from
this country (other variables are const);

— —0.62 InDist — a 1 % increase in distance
leads to a 0.62 % decrease in export (other varia-
bles are const);

— ComLang — if exporter and importer share
a common language trade in HS 2204 goods will
increase for e*0,62 = 185 % (other variables are
const).

Thus, to conclude, the volume of export of HS
2204 goods depends on an importer’s GDP, dis-
tance between countries, and presence of a com-
mon language. The number of protected GIs in ex-
porting country also proved to have a positive im-
pact on trade. This result partially supports find-
ings by Sorghoa and Larue (2014) that GIs create
trade when both, importing and exporting, coun-
tries have GI-protected products (applicable to in-
tra-EU trade).
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Also, it supports the results obtained by
Raimondi et al. (2018) showing that geographical
indications influence trade flows differently, de-
pending on whether the products protected by GI
are produced in the exporting or importing coun-
try, and that the EU policy concerning GIs acts as
an export promotion tool when implemented by
exporters (applicable to intra-EU trade).

5. Implications for Russia

Geographical indications can be seen in the
names of many Russian products such as Moscow
bun, Kostroma cheese, Tambov ham, etc. These
names are well-known and valued for their quality
among consumers, but they are not registered as
appellations of origin, though, could be, according
to the Russian legislation'. The names registered
as AOs are Khokhloma Painting, Gzhel Porcelain,
Essentuki Mineral Water, Russian Vodka, Abrau-
Durso Sparkling Wine. There are also several fa-
mous foreign names registered as AOs in order
to get protection on the territory of the Russian
Federation: Asti, Prosecco, Tequila, Proscuitto Di
Parma, Parmigiano Reggiano, Gorgonzola.

As of July 1, 2020, there are 245 AOs registered:
200 — by local producers (in force), 41 — by for-
eign producers (in force), 4 — out of force?. Among
200 AOs, there are 81 referred to mineral waters,
55 — handicrafts, 53 — agricultural products and
foodstuff, 9 — alcoholic drinks, 2 — other. The
European Union, in contrast, has more than 3000
GIs and AOs protected (Furmanova, 2019).

According to the Rospatent statistics for 2019,
AOs are not very popular among producers, be-
cause dynamics of AOs registration does not grow
as intense as it could be growing. In 2019, there
were only 100 applications for AOs registration,
including 92 initiated by Russian producers and
only 8 by foreign producers. The number of AOs
registered is even less — 67 (66 received by Russian
producers)?. In comparison, there were 99 applica-
tions filed and 36 registrations received in 2018.

This quite low level of applications might be
explained by two reasons. Firstly, producers’ will-

! An overview of legal and institutional frameworks and op-
portunities, challenges and recommendations for geographi-
cal indication products in Armenia, Georgia, Kyrgyzstan, the
Republic of Moldova and the Russian Federation. (2018).
Synthesis Report. Food and Agriculture Organsation of
the United Nations. Retrieved from: http://www.fao.org/3/
CA1002EN/cal002en.pdf (Date of access: 24.09.2020).

2 Rospatent. Retrieved from: http:/new.fips.ru/registers-web/
action?acName=docList2tree (Date of access: 24.09.2020).

5 Annual Report 2018. Rospatent. Retrieved from: https://ro-
spatent.gov.ru/content/uploadfiles/otchet 2018 ru.pdf (Date of
access: 24.09.2020).

ingness to get an exclusive right and ensure le-
gal protection for their products with trademarks
as trademark registration gives the right’s holder
a monopoly on its use; while the exclusive right
to use the AO in respect of the already registered
name can be granted to any person who produces
goods with the same special properties within the
same geographical object (article 1518 of the Civil
Code).

Secondly, there are difficulties with AOs regis-
tration related to the need to obtain a confirma-
tion from the governmental authority that the ap-
plicant produces goods within the boundaries of
a certain geographical region, the special proper-
ties of which are exclusively or mainly determined
by the environmental conditions of the geograph-
ical region and (or) human factors (article 1522 of
the Civil Code).

The Russian system of protection of appel-
lations of origin was developed simultaneously
with the legislation on trademarks only in 1992.
Subsequently, the law was amended in 2002 and
2008 as a part of regulatory preparation for Russia’s
accession to the WTO. Russia’s WTO obligations
under Articles 22 and 23 of the TRIPS Agreement,
which requires protection of geographical indi-
cations, were an incentive for the adoption of the
Federal Law No. 230-FZ. The bill introduces GIs
as a separate form of intellectual property, sets a
difference between GIs and AOs and solves sev-
eral existed problems. Therefore, Russian acces-
sion to the WTO, despite contradictory estima-
tions (Sutyrin, Trofimenko, Gubina, 2019), has im-
proved the IP protection and enforced the further
development in this field.

First, the key differences between GIs and AOs
are the removal of the requirements (Uroshleva,
2019):

— for the uniqueness of the good that is justi-
fied by its place of origin,

— for all stages of production to be in a par-
ticular locality.

A geographical indication can be registered if
at least one of the stages of production is carried
out in the territory of the geographical location
concerned, so the registration procedure will not
be as complicated as for appellations of origin.

Second, the bill allows associations produc-
ing and distributing the goods to use registered
AOs and GlIs, as according to the present legisla-
tion, only physical and legal persons are able to
use them.

Third, the bill facilitates GIs’ registration pro-
cess by allowing foreign producers to submit any
document similar to the evidence of such registra-
tion from their country of origin, as before, in or-
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der to get AOs’ registration in Russia, foreign pro-
ducers had to submit evidence of such registration
from their own country.

Moreover, this new Law is also in line with
the Geneva Act of the Lisbon Agreement on
Appellations of Origin and Geographical
Indications. The Geneva Act modernises the
1958 Lisbon Agreement that established inter-
national registration system and makes it eas-
ier for producers to register and protect their
AOs and GIs in countries other than the coun-
try of origin. International digital register (main-
tained by the WIPO) records, stores all registra-
tion under the Lisbon Agreement and the Geneva
Act, and enables access to the data on GIs and
AOs registered worldwide for all parties. Thus,
in order to facilitate an accession to the Geneva
Act, a Draft Federal Law «On the Accession of
the Russian Federation to the Geneva Act of the
Lisbon Agreement on Appellations of Origin and
Geographical Indications” is prepared for a review.
The participation in the Geneva Act will increase
the level of protection for Russian regional brands
on global market and provide new opportunities
for economic development of regions.

To better position their brand origin in inter-
national markets, Russian companies firstly must
reduce the reservations and scepticism of their
foreign customers. Managers should study the
levels of ethnocentrism and cultural affinity re-
garding the countries of entry in order to enhance
their product image and to avoid negative spillo-
ver effects. They can benefit from their domestic
country-of-origin position, because positive asso-
ciations can create an immediate product identity
and brand awareness in international markets.

Then, benchmarking, which compares our
products and services with international ones in
order to gain business insights, could improve
BO-marketing. The findings provide comparabil-
ity and explainability and can also serve as a basis
for better positioning the BO.

Finally, Russian companies can only benefit
from its BOs when the consumers are aware of it.
So, one of the most important task is to commu-
nicate the BO and increase the awareness of cus-
tomers with different strategies (Aichner, 2014).
The most frequent strategy used to communicate
the product as a BO is the “Made in...”-1abel. The
second strategy is quality and origin label, which
ensures credibility, allows ex-ante quality verifi-
cation and minimises external costs for custom-
ers (Hobbs, 2004). These two strategies are usu-
ally combined. The next strategies are to embed
the BO directly in the company name or to use the
BO-language for the company or brand name it-
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self and for slogans or the whole advertisement
in any media. A very useful strategy is to use offi-
cial flags, symbols, emblems or national elements.
Buildings, landscapes, mountains, rivers and cities
can also be used, when it allows customers quickly
to associate a product as BO. The last strategy is
to use famous or stereotypical people from the re-
gion where the BO is perceived to belong. Russian
companies can combine two or more communi-
cation strategies!. Which strategies are combined
depends on the customer’s knowledge, perception
and stereotypes of the foreign market. For Russian
companies it is important to know cultural differ-
ences and adapt the BO-communication and mar-
keting strategies for every foreign market.

6. Conclusions

Geographical indications, being among the
earliest means of IP protection, established to dif-
ferentiate goods of a unique quality, played a sig-
nificant role in trade. GIs have always been valu-
able assets for producers that use them to differ-
entiate their products and get a price premium.
Consumers also benefit from GIs as they can get
undistorted information on products’ quality and
decrease their search costs. Moreover, GIs (along
with their protection system, support and proper
approach from consumers, producers and govern-
ments) might be considered as a country’s brand,
as one of the attributes of a nation that constitute
its competitive advantage.

The gravity model has clearly demonstrated
that GIs protection positively affects the export
growth. Taking that into account, the improve-
ment of the GIs protection in the Russian region
would lead to the increase in regional trade.

GIs protection mechanism introduced by the
new Russian Law No. 230-FZ can become an in-
centive for producers to maintain a quality level
and play an essential role in the development of
regions and preservation of local traditions and
knowledge, as well as to increase employment op-
portunities. It is expected that the bill will pro-
mote development of regional brands. There is
a need for a greater number of existing designa-
tions in Russia indicating the geographical origin
of products, which have a certain quality and rep-
utation but cannot be registered as AOs due to the
rigorous requirements.

! There is a variety of communication strategies, which the
Russian companies could apply. One of the possible strate-
gies, in case of a new product development related to the GI,
could be a new product preannouncement (NPP) (Pezoldt et al.,
2020). However, the main focus of the communication cam-
paign should remain on the brand origin.
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Introduction of GIs can liven up local produc-
tion, as manufacturers will be able to obtain le-
gal protection for their regional brands using
more accessible procedure of GIs registration and,
hence, attract investments and raise awareness
among consumers. However, some governmen-
tal support on state and regional levels is required
in order to achieve these goals. GIs can be devel-
oped as a competitive advantage of the Russian
Federation on the global market of agricultural
products, thus, improve country’s image.

Russian companies could apply GIs for de-
veloping their brand origin and promoting their
products not only at the national level, but also
at the international one. The appropriate inclu-
sion of GIs in the marketing strategy could en-
force the competitiveness of companies from var-
ious Russian regions. The further investigations
will focus on GIs in Russia not only from legal, but
also from economic and managerial perspectives
of the regional development.
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