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INTRODUCTION


“Geographical indications” (GIs) are a much discussed yet much misunderstood type of intellectual property.  But on a fundamental level, all agree that:

1)  GIs can yield higher prices for producers, if appropriately commercialized, promoted, and controlled; and


2)  GIs can signal a certain level of quality to consumers, if appropriately controlled. 


GIs can be valuable business interests when they assist consumers in making purchasing choices, otherwise there would not be such a contentious trade debate about GIs and their role in international and national legal systems.  But a GI can only assist consumers if the GI is controlled in such a way as to preserve consumer expectation, time and time again, and there is international disagreement about the best system to ensure such control.  The international disagreement arises when trade negotiators attempt to assign responsibility to control the product’s production and promotion, and the enforcement of GIs either to governments or to producers.


It is fundamental that a geographic sign in and of itself does not add value to a product.  However, if the sign is imbued with cues as to the product, its producers, or how it is produced, then the use of the sign adds value to the product.  The imbuing is, of course, effected by the owners/users, those who invest in commercializing the product using that sign, thereby developing a reputation and a demand for a particular product from a particular place.  “Terroir,” the influence of the natural environment on agricultural products such as wine, is an interesting theoretical concept but it does not create value in a product unless that product is commercialized by producers and then demanded by consumers.  It cannot be overstated that a GI is a business asset and therefore, its use, maintenance, and protection must be considered in a market context and not in a theoretical “Perfect World” context.


This paper discusses how market based trademark systems encourage the collectivization and control necessary to add value to a product by virtue of the geographic name on a label that in turn, can command premium prices.

FINDING EQUILIBRIUM


A geographical indication is valuable for the same reasons and in the same way that a trademark is valuable: authorized use of the GI can lead to a premium price for the labeled product.  To ensure this result, producers of such products, or their certifiers, must attain two inextricably, intertwined results:  1) collectivization and 2) quality control.


Collectivization is the mechanism that allows producers to join together for the purpose of selling their goods efficiently at a premium price.  To achieve the desired effect of the collective – premium pricing ‑ the collective body must control the consistency of the quality of its sought-after product.  The control is a logical result of the collectivization. This concept is embodied in the collective mark registration system in the United States.

But the reverse is also true.  Control over use of the GI can lead to collectivization because the quality products bring in a premium price and the ability to command a premium price undoubtedly attracts more members to the collective as they see the potential benefits (monetary and otherwise) of collectivization.  This concept is embodied in the certification mark registration in the United States.


There is a balance here for GI owners to consider, however:  too much control and too stringent standards can squash innovation and flexibility that will disincentivize others from joining the collective, even with the potential short term premium price to be captured.  Many producers look to their government to strike that balance by defining the collective, defining the standards, policing the production, controlling output and then controlling enforcement of unauthorized uses.  The long term impact of too much control by a GI owner or a government can result in less innovation, less control by the individual producers to define their brand identity, and less control over preventing unauthorized uses by competitors.  In the case of governmental regulation of GIs, the long term result is public taxpayer money subsidizing the establishment, maintenance, and policing of what are private property rights.


GIs may be protected in the United States as trademarks, collective marks or certification marks, depending on the needs of the owner and the producers in a region.  Rights in geographical indications in the United States arise through use in the United States, reputation in the United States or registration in the United States.  But the U.S. Government does not dictate the choice of legal instrument for GI owners, domestic or foreign.  That being said, there are significant advantages for protecting GIs via a certification mark system because certification marks create a perfect balance between control and collectivization and thus are an efficient, effective, and relatively inexpensive way, particularly for developing country governments, to protect geographical indications.

But more broadly, trademark systems that include collective and certification marks for the protection of GIs already encourage collectivization and control, without government intervention.  Trademark systems are subject to market forces and to consumers that value high quality products and labels that convey material information for making purchasing decisions.  Producers are well-advised to collectivize in order to capture that consumer demand for niche products, and control the quality of the output of the collective to maintain that consumer demand over time.

COLLECTIVE OWNERSHIP OF GEOGRAPHIC TERMS

The idea of “ownership” for geographical indications appears to cause significant confusion.  There are some who believe that there cannot be an “owner” of a GI because GIs are place names and therefore are public rights.  That view ignores the TRIPS Agreement dictate that GIs are private rights, not public rights.

As a private property right, then, a GI cannot be a mere place name indicating where the goods originated.  The geographic reference must signal more than just place to consumers for it to rise to the level of an intellectual property right protectable under national law.  A GI must be used (by the collective owners or by persons authorized by the owner) to identify a good or service with certain characteristics, including origin.  Evidence of the GI rising to this level wherein it actually does identify a good, and not just a place, is the fact that consumers in a jurisdiction use that sign as material information when making purchasing decisions.


A private property right has an “owner” and that owner is the one or ones that made the investment to commercialize the goods bearing that “sign.”  As we know, intellectual property law policy generally protects the consumer’s expectation as to the source of the product (the source-identifying function); the consumer’s expectation of quality (the quality-guarantee function); and the commercial investment by the “owner” to develop good will in the mark with consumers (business-interest function).  These functions make the GI valuable both to producers and to consumers and are what elevates a mere place name to a protectable private property right.


There are three models of ownership in the United States for GIs--collective marks, trademarks and certification marks--yet all three models empower a collective group with rights to use and enforce the GI/mark.  The collective mark consists of an already existing collectivized group of producers in a region that hold collective ownership of the GI.  For geographic signs protected as trademarks or certification marks, there is one “owner” but many “authorized users” or licensees who have standing to challenge, in their own right, unauthorized uses of the mark.  All three models encourage collectivization of producers for the purpose of attaining and maintaining a distinctive sign.  Having exclusive rights to a distinctive sign allows all in the collective group to distinguish their products from competitors outside the geographic area and most importantly, to charge premium prices.

MARKET FORCES ENCOURAGE COLLECTIVIZATION

Those who view GIs as “public rights” focus on the need for geographic place names or references to be freely available for use by producers in the place identified that are marketing particular goods.  So the argument goes, if exclusive rights in a place name are granted to one owner, then third party uses that are accurate (i.e., goods come from the place identified) are “infringing” uses – an unfair policy result that discourages collective use of a term, which should remain available for all accurate uses.  To that end, some governments view GIs as public rights that must be established, managed, authorized, and controlled by the government in the name of the public interest.  The government forces the collectivization so that the producers do not have to collectivize on their own:  of course, this is a policy choice made by a government and agreed to by its taxpayers.  This is not a choice made by the United States Government or its taxpayers.  Moreover, the argument that GIs are public rights that must be governmentally regulated in order to be valuable and fairly used ignores that delicate balancing by existing international trademark law principles that has gone on for decades.  

DISTINCTIVE VERSUS DESCRIPTIVE USE

Trademark law principles dictate that unauthorized prior uses of a geographic term in a trademark-like manner (not to be confused with United States’ doctrine of fair use of descriptive terms in a non-trademark manner) will defeat a later claim to distinctiveness.  If distinctiveness cannot be established, then exclusivity cannot be bestowed.  For that reason, there is an incentive for producers in a region to collectivize so as to benefit from the controlled use of the distinctive term, rather than having all use it in a non-controlled and potentially non-meaningful manner.  Moreover, such controlled use also prevents the term from sliding into genericism as competitors in other areas begin to copy the product and make unauthorized allusions to the name.  As with any private property right, failure to police and 
enforce the right leads to loss of the right.  So then, control generates distinctiveness as a source identifier.  Collectivization generates control.  Market forces encourage collectivization in order to attain control and therefore market share.

But one who races to the trademark office in order to be first to obtain a registration for the geographic name of his town or region so as to attain control and gain market share will not necessarily win.  This trademark law reality balances the interests of first users, consumers, and competitors when it comes to geographic terms.  To prevent a premature grant of exclusivity to one entity in a particular region at the expense of others in the region, geographic terms or signs are not registrable as trademarks if they are geographically descriptive or geographically misdescriptive of the origin of the goods.  There is an exception to this rule, however, wherein a geographic sign is used in such a way as to identify the source of the goods and over time, consumers start to recognize it as identifying a particular company, manufacturer or collectivized group of producers.  The geographic sign no longer describes only where the goods originate, it also identifies the “producing source” of the goods.  At that point, the sign has “secondary meaning” or “acquired distinctiveness.”  The “primary meaning” of a geographic sign is the place identified by the sign.  The “secondary meaning” of a geographic sign transcends the mere geographic reference.  Through use in commerce and advertising, the owner invests in the geographic term and creates an association between the goods and the mark in the minds of consumers.  Public policy dictates that the law should reward that investment by providing the exclusive right to use that mark to the investor, but only if the “secondary meaning” to consumers can be proved.  If no secondary meaning exists, then exclusivity is not granted.

If the geographic reference is being used as a mark by one entity, that entity should have been using it exclusively and continuously for a period of time for that acquired distinctiveness to develop in the minds of consumers.  However, acquired distinctiveness cannot develop if there are third party uses of the term in a trademark-like manner on similar goods that undermine the ability of one entity to claim that it is the exclusive user of the mark.  By delaying exclusivity to any one entity for use of a geographic term, trademark law allows third party uses to arise that would defeat the claim of exclusivity.
TRADEMARK DISTINCTIVENESS DISTINGUISHED FROM CERTIFICATION MARK CONTROL

For trademarks and collective marks, acquired distinctiveness (delayed exclusivity) is required.  For certification marks certifying geographic origin, acquired distinctiveness is not required (discussed below).  Moreover, the certification mark owner must be in a position to exercise legitimate control over the use of the mark.  The same fact pattern noted above that would defeat the application for a trademark or collective mark for a geographic origin will also defeat a certification mark application but for slightly different reasons:  if there are third party registrations containing a geographic term, even if the term is disclaimed, the application for a trademark, collective mark or certification mark may be refused.

For trademarks and collective marks, the third party registrations illustrate that the mark has not acquired distinctiveness because the applicant is not using the mark exclusively and continuously as a source identifier.  For certification marks, the third party registrations on the USPTO Trademark Register provide evidence that the applicant is not controlling the use of the geographic term and therefore cannot claim that the term is distinctive in the U.S. market.  In other words, in all three cases, the existence of unauthorized third party uses defeat the claim to distinctiveness and therefore defeat the grant of exclusivity.  That being said, to overcome such a refusal to register, the applicant might be in a position to obtain consent to register from all prior registrants and, depending on the facts of the case, use that consent to argue that the prior registrants are authorized licensees (for trademarks and collective marks) or that the applicant exercises legitimate control over the use of the mark in the United States (for certification marks).  


This leads to the conclusion that it is in the interest of the users to collectivize in order to reap the premium value of the use of the geographic mark on their goods, rather than have the term remain as purely descriptive and exclusive to no one.  If descriptive uses already exist by producers in a particular area, it may not be too late for those producers to collectivize and negotiate control over the use of the term. And surely market forces incentivize such actions.

CERTIFICATION MARKS: AN EQUITABLE BALANCE

By collectivizing and gaining control over the use of a geographic term – compiling the descriptive uses into a collective use and thereby gaining distinctive, and therefore protectable status ‑ GIs can be established and attain market share in the United States for the collective producers.  However, the lack of retroactive collectivization by, and control over, all producers in a region may make it difficult to establish acquired distinctiveness; such a claim requires exclusive and continuous use “as a mark” in the United States for a period of time before attaining protectable and/or registrable status.  In those cases, where collectivization occurs after uses have already existed on the market, certification marks may be a better option for moving prospectively into a collective use situation.  Moreover, certification marks are a better option for foreign GI owners who have only recently commercialized the foreign name in the United States and may not have the “use in commerce” in the United States to sustain a claim of acquired distinctiveness for purposes of registering the name as a trademark or collective mark.


A geographic term may be protectable as a certification mark – without a showing of acquired distinctiveness ‑ if it certifies geographic origin and is controlled by the certifier in such a way as to be used only by certified parties on only those goods conforming to the certification standards.  The purpose of a certification mark is to inform purchasers that the goods of the authorized user possess certain characteristics or meet certain qualifications or standards.  A geographic reference in a certification mark represents to consumers that the goods have been certified by some entity as coming from the place identified in the mark.

U.S. law awards immediate exclusivity to a certification mark owner under certain conditions:  1)  the owner must exercise legitimate control over the use of the geographic term on the goods; 2)  the owner cannot discriminately refuse to certify goods conforming to the certification standards;  3)  the owner is not allowed to actually use the mark on goods so as to remain an impartial certifier rather than a competitor with those being certified; and 4)  the owner cannot permit the certification mark for any other use than to certify so as to not confuse consumers regarding the function of the certification mark.


The certification mark system in the United States encourages a partnership between the certification mark owner and the producers in a region.  This partnership is further assisted by the fact that when a certification mark consists solely or essentially of a geographic term, in most cases, the owner is either a governmental body or a body operating with governmental authorization.  The owner adds value to a product by certifying a particular feature of the goods and controlling the use of a term on goods that it certifies as to the feature.  But the picture is not complete until the producers join in and willingly use the certification system to add value to their own products.  The value that control can bring to a regional product inspires collectivization by the producers in that region.
CONTROL WITH ACQUIESCENCE BY PRODUCERS

The owner of a certification mark must formulate the appropriate production or quality standards along with an appropriate licensing scheme to ensure a return on the certification mark owner’s efforts by way of ensuring a return on the producer’s investment in the form of premium prices.  If there is no advantage to undergoing certification because the requirements are too stringent or because the mark does not add any value to the goods, the certification program will fail.  Moreover, the system provides a serious disincentive for the certifier to discriminate against certain producers either by setting the standards so high that many producers could not possibly meet the standards in order to get certified or by applying the standards in an arbitrary or inconsistent manner.  If that were the case, an interested third party could bring a discrimination action against the certification mark owner and have the registration cancelled.  If the registration is cancelled, then none stand to benefit.

Another purpose of requiring a certification mark owner to control use of its mark is to prevent the public from being misled.  There is a risk of misleading the public because a certifier makes specific representations about the characteristics of the certified goods or services.  Thus, the certification mark owner has an affirmative duty to monitor the activities of those who use the mark in order to ensure the compliance with its standards.


If the certification mark is not controlled by the certifier through licensing and enforcement measures, the mark is vulnerable to challenge.  Certification mark owners generally structure their certification mark systems much like trademark licensing systems to ensure that all those using the mark are using it under the control of the certifier and under the terms set by the certifier.  In other words, there is no carte blanche to use a certification mark merely because one meets the standards set by the certifier.  The practice in the United States is that those wishing to use the mark generally sign an agreement, akin to a license contract, pay fees to the certifier, and are specifically authorized to use the mark.  
CERTIFICATION INSPECTION STRUCTURES

Certification mark owners tend to be non-profit associations or government entities that are promoting products from a region on behalf of their producers.  Generally speaking, the certification fees are used to cover the costs of administering the program and promoting use of the certification system.  Even when a certification mark is owned by a government entity, such as a state department of agriculture, the government entity generally requires users to pay certification fees (e.g., a tax based on the weight of the goods being certified) and sign license agreements to use the mark on their goods, even when there are already state laws or regulations dictating the certification standards.

Certainly, the certification mark owner is required to take reasonable steps to control the use of the term on the goods in order to prevent the public from being misled.  That being said, it is not necessarily reasonable to require the certification mark owner to inspect every technician providing certified auto repair services or to inspect every bottle of certified wine for consistency with soil characteristics of the region, or to require DNA typing for each bag of certified rice.  It has been considered reasonable in U.S. courts for a company involved in certifying a vast number and variety of products to evaluate and test a representative sampling of those products.  


Some U.S. stakeholders have indicated that some foreign trademark and GI offices are requiring significant inspection and monitoring tests that can upset the happy certification mark partnership.  If a certifier were to institute significant testing requirements and charge the appropriate fees to pay for the costs of the testing, the producers in a region are unlikely to go through the certification process unless there is a significant and guaranteed return on their investment in that foreign market.  With the vagaries of consumer demands and tastes, nothing in the marketplace is guaranteed.  And so the certification system is doomed to fail when the inspection requirements are set too high.  

PREVENTING UNAUTHORIZED USE

Just as with a trademark or collective mark, a certification mark grants the owner the right to prevent unauthorized uses that would likely cause confusion as to the source of the goods.  (This is not to be confused with discriminately refusing to certify the goods or services of any person who maintains the standards or conditions that such mark certifies, which is a ground for opposition or cancellation).  This means that the certification mark owner, just like a trademark owner, may authorize who may use the mark and how they may use it, including whether or not they are authorized to register the term as a descriptive component of another mark.


This also means that the mark may not be registered by another as part of a mark without the owner’s consent, even when it is used accurately to describe the product.  For example, DARJEELING is a registered certification mark in the United States.  When DARJEELING NOUVEAU was applied for by an entity who was actually selling tea from DARJEELING, the USPTO’s Trademark Trial and Appeal Board (TTAB) held that the certification mark owner had the right to prevent the registration of that mark even when used on conforming goods.  The registration of the mark by the third party was not specifically authorized and consented to by the certification mark owner.  The same was found to be true with COGNAC, which wasn’t even registered by the French producers in the United States.  A U.S. company applied to register CANADIAN MIST & COGNAC for a Canadian whiskey and Cognac blend.   The Cognac was actually from the French producers, but the TTAB said that COGNAC was a common law certification mark and that the French Cognac producers did not authorize registration of the mark by the U.S. company.  


In rare cases, a mark may be unregistrable by the certified party even if the certification mark owner consents.  The USPTO will refuse to register any mark likely to cause confusion with a registered mark.  A consent agreement is given great weight in the likelihood of confusion analysis, but will not obviate a refusal if other factors clearly dictate a finding of likelihood of confusion.
CONCLUSION

Producers are well-advised to collectivize in order to capture consumer demand for niche products, and control the quality of the output of the collective to maintain that consumer demand over time.  But collectivization and control as a way to create and maintain consumer demand is not a new concept, nor are GIs new types of rights around the world.  Existing systems can accommodate and have accommodated collective ownership and collective use for decades, but perhaps this is not well known to producers.  To that end, producers need to be fully informed about the existing incentives to collectivize found in existing intellectual property law systems, particularly trademark systems. 


Some governments have created new systems wherein the GIs are treated as public rights that must be strictly regulated on behalf of their farmers. That is certainly their choice, presumably to advance specific domestic policy goals. The problem comes when those governments wish to legislate to other governments and other taxpayers those same choices.  There are other ways to handle GIs – perfectly legitimate ways that have been in existence around the world for decades.  The public policy balancing that is fundamental to creating domestic intellectual property rights systems is a creature of domestic needs, keeping in mind of course, obligations to ensure national treatment to foreign nationals.  Trademark systems that include collective and certification marks provide that balance without having to make hard budgetary choices for where public taxpayer money is best spent. Surely, even if a government decides to regulate GIs heavily for its own nationals, it cannot be ignored that national treatment demands the same governmental subsidization of private property rights of foreign nationals.  Is that something you as a taxpayer are interested in paying for?
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