® Case Study of Soft Drink License

How orange drink was successfully
introduced into U.S. market; unusual
licensor-licensee relationship

BY TARLTON PITTARD*

The case history of our products should be par-
ticularly interesting to Licensing Executives because

) Sunkist is the only major soft drink which is so

0 licensing-intensive. While all major soft drink com-

5 panies license the use of their trademark to bottlers on
a territorial basis, Sunkist is.the largest brand that is
not owned by its franchisor. The brand Sunkist is own-
ed by Sunkist Growers and is licensed to the Sunkist
Soft Drink division of General Cinema Corporation.

Before beginning a description of the Sunkist story,
it may be useful to identify the parties to the enter-
prise: ‘

Sunkist Growers is an agricultural co-operative com-
prised of citrus farmers in California and Arizona.
Sunkist Growers has been marketing branded fruit for

) more than 70 years and has been actively advertising

@ throughout this period.

h General Cinema Corporation, the parent company of
Sunkist Soft Drinks, is a Boston-based, New York
Stock Exchange-listed, corporation. GCC is the largest
exhibitor of motion pictures in the United States, with
over 1,000 screens. GCC is also one of the largest in-
dependent Pepsi Cola soft drink franchisees in the
United States.

Sunkist :Soft Drinks, Inc. is a. wholly-owned sub-
sidiary of General Cinema which was formed specifical-
ly to create and manage the Sunkist Orange Soda equi-
ty.

When I refer to bottlers, I mean the franchisees of

. Sunkist Soft Drinks and Sunkist Growers who are

¥ usually. Coke or Pepsi Cola Bottling companies which
possess licenses to produce, sell, and distribute
Sunkist Orange Soda in a specific geographic territory.
I shall describe here the many steps required to suc-
cessfully launch our soft drink. I shall describe the
dual marketing functions: consumer marketing' and
bottler marketing, which had to be addressed..Par-
ticular emphasis will be given to the role of consumer
marketing research in shaping the entire program.
Then we will focus on the outcome of all this effort. In
order to trace the history of Sunkist Orange Soda, it is
necessary to go back 15 years in the career of Mark
Stevens, the president of Sunkist Soft Drinks. At that

’ *Vice-President, Sunkist Soft.Drinks, Inc., Atlanta,
GA; paper presented at LES U.S.A./Canada Cen-
tral/Western Regional - Meeting, Scottsdale, AZ,
February 1985.

Sharing the
Responsibilities
BY WILLIAM J.P. WEILAND*

There is always a natural tension present in a
trademark license. The licensor seeks to preserve and pro-
mote the value and reputation of this trademarks by
building in terms controlling the mark’s use. The licensee,
conversely, seeks to exploit to his maximum advantage
the commercial rights in the trademark.

This situation creates a type of balance; each party ap-
preciates its role, seeks contractual terms most favorable
to that role, and settles down to fulfill its responsibilities
during the course of the license. Now add to this dynamic
balance a succession of independent third parties par-
ticipating in the license and suddenly the traditional licen-
sor/licensee relationship changes. From where should
supervision come; to whom should the third party owe his
allegiance? In effect, the roles have blurred.

In the tripartite agreement between Sunkist Growers,
Inc., Sunkist Soft Drinks, Inc., and the various indepen-
dent bottling companies, the parties have attempted to
keep the lines of authority and responsibility clear and
definite. Sunkist Soft Drinks, using its expertise in the
soft drink business, carefully selects the bottlers who will
be responsible for marketing this product.

These bottlers are then designated to Sunkist Growers as
potential third-party licensees. Sunkist Growers, in turn,
uses its expertise in quality control to inspect the facilities
of the designated bottler. Once approved by both prin-
cipals, a tripartite agreement is then offered to the bottler.

During the course of the agreement, Sunkist Soft Drinks
takes. primary ‘responsibility for promotion and develop-
ment of the bottler’s business. This includes supervision
and support of the bottler's marketing activity.

Sunkist Growers holds responsibility for sourcing and
preparation of concentrates, inspection of ingredients and
manufacturing plants, and protection of the trademarks
used in connection with the business.

It is interesting to note that each of the principals do
have an opportunity to share in the responsibilities of the
other. Sunkist Growers reviews Sunkist Soft Drinks an-
nual marketing plan and promotional material; Sunkist
Soft Drinks apply its own standards to select the for-
mulas and promotional trademarks it uses in the
marketing of its product.

But beyond clearly defined roles, there is another aspect
which makes the program a success. The cooperative
spirit that exists between the two companies is in large
measure the glue that holds the program together.

The “Good Vibrations™ which Mr. Pittard mentions in
his paper can be said to be more than an advertising
slogan; it is really a two-word description of our com-
panies’ relationship in sharing the responsibilities of our
third-party licensing activity.

*Counsel, Patent Law Department, Sunkist Growers,
Inc.,;, Ontario, CA.
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