Brand Sponsor Decision:
This Decision is one that determines who will control the Brand and can be looked at from two separate points of view.  

The first point of view is that of the producer of a good or service. Obviously it takes a lot of time, money, and effort to create a national brand but if it is successful then the profits are great.  The decision from his point of view is whether or not he should try to create a brand or should he allow the stores that he sells to create their own brands.  For example, a shirt manufacturer can decide to put no brand on his shirts (which is called "Generic"), put his own brand on it (a "Manufacturer's Brand") or sell to several different retailers and allow each to put their own brands on the product ("Private" branding).  The second level of this decision (whether a Manufacturer's Brand or a Private Brand strategy is employed) is whether to market the product using an Individual Brand (a separate brand for each product such as Tide and Cheer), a Family Brand (a brand for similar products such as televisions, and VCR's such as Panasonic), or a Combination of the two (Kellogg's Rice Krispies). 

The second point of view is that of the retailer.  Which products should they put on their limited shelf space, Manufacturer's Brands or their own Private Brands?  There are advantages to both types of Branded products.


Manufacturer's Brands have the advantage of having high customer loyalty due to heavy advertising by the manufacturer.  Putting these products on your shelves can attract those loyal customers to your store where they may buy other products and it enhances the prestige of your store.  Stocking Manufacturer's Brands also means that the manufacturer is responsible for restocking your shelves, thus lowering your inventory risk.  The last advantage is that if there is a quality problem with the product, the manufacturer gets the blame while the customer remains loyal to your store.


The advantages of Private Brands start off with profits.  Since you are not paying a manufacturer for all of that expensive advertising you get to keep more of the revenue from each sale and you don't have the manufacturer pressuring you to mark down the product. Thus Private brands are more profitable even though they are generally priced lower.  The second advantage to having Private Brands is that a manufacturer can decide to drop a product, drop you as a client, or become a competitor so private brands ensure that you have control over the distribution of the product.  Finally, if you can develop your private brand as the preferred choice (i.e. Sears Diehard Batteries) then you can tie the customers to your store since they cannot find that brand anywhere else.

