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First Data launched the industry’s first third
party gift programme over 20 years ago
and in sponsoring this major research,

we are delighted to be at the forefront

of an ever-evolving market place. By
harnessing these important insights

we all can continue to develop highly
relevant and compelling gift propositions
which will provide leading edge solutions
to retailers and consumers alike.
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(}%17 saw the launch of our first State of the
> dtion white paper, supported by insight from
\‘pnmory research undertaken among the key

6\) (QQ stakeholders in the UK gift card industry: the

QO

&

consumer, gift card managers and the retailer
C-suite. This allowed us to provide a complete
overview of the state of play in the UK gift
card industry, with the white paper seeking to
answer the question: “Is the gift card industry
ready for the modern consumer?” The research
told us that buying habits were changing and
the industry needed to change, and change
quickly, to ensure gift cards remained relevant.

Two years later, we have undertaken
our second research project, with the support of
FirstData. This time, in addition to again reaching
out to the three main stakeholder groups in the
industry we also discussed gift card attitudes,
perceptions and habits in greater depth, via fo-
cus groups with a cross-section of UK shoppers.

The 2019 research confirms the en-
during relevance of the giff card as a consum-
er proposition across each generation of UK

About UK Gift Card

shoppers. It also highlights the growing role
that digital channels are playing in the market,
both as a direct purchasing channel, but also
in influencing giftf card purchasing. Further-
more there are signs that gift cards are set to
play several crucial roles in the coming years,
particularly around driving customer loyalty.

It is more important than ever that
the industry seeks to satisfy fast evolving shop-
per requirements, ensuring the most effective
programs and systems are in place. Part of this
is the crucial role that giff card managers can
play in demonstrating to C-suite the impor-
tance and value that gift cards can play in
their marketing, loyalty and sales strategies.

Core to the UKGCVA's role in this
process is to help facilitate the promotion of
gift cards as a positive and valuable tool to
all stakeholder groups. To this end, The UK
Gift Card & Voucher Association’s focus for
2019 includes: thought leadership, advoca-
cy and consumer marketing campaigns.

& Voucher Association

The UK Gift Card & Voucher Association is
the tfrade body & membership organisation,
which represents the key players in what is
tfoday a £6 billion gift card and stored val-
ue solutions market. With over 90 members
representing key retailers, issuers and suppli-
ers the UKGCVA provides an information and
reference point for the Gift Card & Voucher
industry and is at the forefront of the issues
affecting the industry. Its main objective is
to provide a platform and infrastructure for

the industry and to raise the profile and use
of gift cards within the UK, positively posi-
tioning the sector to consumers, businesses,
government and other interested parties.
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—xecutive summary

New research from the UKGCVA confirms

the enduring relevance of the giff card

as a consumer proposition and highlights

several crucial roles that it has the
potential to play in the coming years.

The consumer research, undertaken among
a nationally-representative sample of 2,000
UK shoppers, highlighted the enduring rele-
vance of the gift card as a consumer propo-
sition. 83.7% of UK shoppers have purchased
one at some point in their lives. Positively

for the long term prospects for the industry,
the youngest Generation Z/Millennial gen-
eration (18-34 shoppers) represent the most
frequent purchasers of gift cards, with 43.7%
of those purchasing these products doing so
at least once every two months, compared
to 34.8% of Generation X (35-54 shoppers)
and 16.3% of Baby Boomers (65+ shoppers).

66./7% of respondents
said that they normally
soend a higher amount
during redemption

The research also highlights that the
value of gift cards can be felt beyond their
initial purchase. Consumers spend an aver-
age of £27.64 when purchasing a gift card as
a present, with this average spend relatively
stable across age-groups. 66.7% of respond-
ents said that they normally spend a higher
amount than the straight value of the gift card
during redemption, with the cited average
extra expenditure being £18.55 - a 67.1% uplift
on stated average load on a gift card pur-

chase (£27.64). In addition to direct and sup-
plementary shopper expenditure, gift cards
can serve an important role in driving brand
awareness and engagement. Almost one
in five (18.5%) shoppers said that they have
become a regular customer of a new brand
or organisation after being given a gift
card with 31.0% of Generation Z/Millennial
shoppers having done this.

While the majority of gift card
shoppers (560.1%) are most likely to pur-
chase gift cards from a retailer in a physi-
cal store, a growing proportion of shoppers
cited online as their preferred purchasing
channel - 34.3% vs. 25.8% in 2017, when
this research was last undertaken.

Almost three-quarters gf
UK consumers (/3.5%)
would be inferested in the
ability 1o collect points

or 1o recelive cash back

The rising influence of digital chan-
nels is also evidenced by the factors that
influence the purchase of gift cards; 58.6% of
respondents said that the ability to redeem on-
line is an influential factor, with over one in ten
(12.5%) saying the same for availability of the
gift card on mobile. One area of potential

58.6% of respondents
said that the ability
fo redeem online is
an influential factor

future growth in gift cards is allowing shoppers
to personalise their gift card purchases; 58.8%
of UK shoppers would be interested in a fully
personalised product with photo upload,
video content and/or bespoke packaging.
There are also signsthat gift cards could be
leveraged as astrong weapon in the wider
fight to.maintain loyalty. Almost three-quarters
of UK.consumers (73.5%) would be interested
in.the ability to collect points or to receive
cash back on future purchases when redeem-
ing-gift cards. While gifts from friends and
family remains the key route through which
shoppers receive their gift cards, B2B routes
contfinue to be important for the industry.
For example, over one-in-five received a gift
card via a work reward programme, while
over one-in-ten (12.4%) received as part of
a loyalty programme - e.g. with their bank.
This year, for the first time, UKGCVA
also conducted in-depth focus groups among
a cross-section of UK shoppers. This helped
to provide further depth of understanding of
sentiment and behaviour, particularly around
issues such as the drivers and barriers to
purchasing gift cards, evolving cross-channel
buying habifts and exploration of the way that
gift card propositions can potentially be en-
hanced to encourage purchasing and usage.

58.8% of UK shoppers
would be inferested in a
fully personalised product
with photo upload,

video content and/or
bespoke packaging.

Lack of direct
engagement at
C-suite level.

In separate surveys, gift card managers and
board-level executives were questioned
about the gift card programmes within their
organisations. The fact that 65% of C-suite
respondents believe gift cards to be an area
of growth for their business is a positive finding.
However, this was in stark confrast to the 84.6%
of gift card managers who believe it fo be a
growth channel. This less positive perception
has implications on level of engagement.

This lack of engagement at the
board-level extends to awareness of val-
ue of gift card programmes. 45.0% of
C-suite respondents said that they don’t
have much visibility around the results and
delivery of gift card programmes. This re-
flects strongly the inconsistency of report-
ing lines and responsibilities highlighted
within the gift card managers’ survey.

One clear specific area of discon-
nect is in the potential of B2B. While 35.9%
of gift card managers see B2B as the big-
gest growth channel, compared to just 2.6%
saying the same for B2C, C-suite respondents
hold a contfradictory view: 52.2% see B2C
as the biggest growth channel vs. 8.7% for
B2B. This again reflects a knowledge and
engagement gap across organisations.

This lack of understanding around
the value of gift card programmes is also
reflected in awareness around 'lift’ - the
average extra spend that the shopper makes
above the gift card value per tfransaction.
Just 40% of C-suite respondents know the
value. Interestingly of those that are aware,
62.8% believe this be to 10%+, which isin
contrast with the C-suite respondents that
said that they aren’t aware of liftf value, with
62.5% estimating it to be less than 10%.

The challenge for gift card man-
agers is to drive engagement throughout the
organisation and promoting the long ferm
potential of gift card programmes, particularly
in areas such as driving greater loyalty and
taking advantage of the opportunities in the
B2B segment. The good news is that this seems
to be happening. 75.7% of gift card managers
claim that they talk through how the B2B gift
programme work in detail to relevant people
in the organisation. Elsewhere 70.3% focus on
quantifying the benefits of those schemes
to relevant people in the organisation.
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36] /0 said that they usually opt to spend
at least slightly more when purchasing a gift
card instead of a traditional physical present

o : @)
87 O% of gift card shoppers said that they the ability o redeem online <58é /O)

o,
purchase gift cards at least once a year, a very slight and instore (5] O /O) were the two most cited
increase on the 86.9% who said the same in 2017 factors that would influence a gift card purchase

66 . 70/0 of respondents said that they normally

spend a higher amount than the straight value of the o

gift card during redemption, with the cited average 58 ' 8 /O of UK shoppers would be interested in
extra expenditure being £18.55 - a 67.1% uplift on a fully personalised product with photo upload,
stated average load on a gift card purchase (£27.64) video content and/or bespoke packaging

o 436% of gift card managers have looked
3] /O of Generation Z/Millennial shoppers have to develop partnerships directly with third-party
become a regular customer of a new brand or companies such as price comparison businesses,
organisation after being given a gift card energy companies and media companies

o,
While the fact that 65 /O of C-suite respondents
believe gift cards to be an area of growth for
their business is a positive finding, it is in stark

o) @)
98 ' é /o of UK shoppers spend their contrast to the 84 ' é /O of Gift Card Managers
giffs cards within a year of receipt who believe it to be a growth channel
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Consumer Insignts

Gift cards remain highly
relevant across all age-groups

The consumer research, conducted among
a nationally-representative sample of 2,000
UK shoppers, highlighted the enduring rele-
vance of the gift card as a consumer propo-
sition. 83.7% of UK shoppers have purchased
a gift card at some point in their lives.

83./% of UK shoppers
have purchased a
gift card ar some
point in their lives

Reflecting their age-agnostic appeal, pur-
chase penetration is high across the gen-
erations. The proportion of Generation X
shoppers (35-54s) to have purchased a
gift card is highest, at 88.7%, compared

to 86.1% of Generation Z/Millennials (16-
34s) and 77.6% of Baby Boomers (65+).

[he youngest
Generation Z/
Millennial generation
represent the maost
frequent purchasers of
gift cards, with 43./7%
of Those purchasing
hese products doing
SO at least once every
f'wo montns

Positively for the long term prospects for
the industry, the youngest Generation 7/
Millennial generation represent the most
frequent purchasers of gift cards, with 43.7%
of those purchasing these products doing so
at least once every two months, compared
to 34.8% of Generation X and 16.3% of Baby
Boomers. Moreover, of those that have
purchased, 87.0% said that they purchase
gift cards at least once a year, with 90.5% of
Generation Z/Millennial shoppers doing so.
When it comes to the types of gift
cards being purchased, the traditional single
store retail gift cards continue to dominate, with
84.2% having purchased these giff cards at
some point. However, perhaps reflecting both
aless loyal shopper and one that has become
slightly more wary of brands falling out of the
market, there has been a slight increase in the
proportion of shoppers that have purchased
multi-store gift cards (40.2% vs. 37.5%. when
this research was last undertaken in 2017).
Another growth area in the giff card
landscape is in experience gift products with
19.3% having purchased these, compared to
17.5% in 2017, partially offsetting the decline
in music giff cards (15.4% vs. 20.2% in 2017):
Experience giff products are particularly popu-
lar among the Generation Z/Millennial cohort,
with over a quarter (25.4%) of giff card
shoppers purchasing these over the dast
three years.

If you know someone well. ..
yvou'd buy a gift card spe-
cific to a refailer, so you
know that person’'s going

o use it in the near future”

on 2019

(focus group participant aged 23-38)

Giff cards provide
benefits well
beyond their value

UK consumers spend an average of £27.64
when purchasing a gift card as a present, with
this average spend being relatively stable
across age-groups. However, the true value of
gift cards is felt well beyond the initial outlay.
66.7% of respondents said that they normal-

ly spend a higher amount than the straight
value of the gift card during redemption, with
the cited average extra expenditure being
£18:55.~a 67.1% uplift on stated average load
on a gift card purchase (£27.64). This cit-
ed-additional expenditure is higher among
Generation Z/Millennial shoppers, reflecting
the tendency for these shoppers to use gift
cards towards larger purchases. In addition to
direct and supplementary shopper expendi-
ture, gift cards can serve an important role in
driving brand awareness and engagement.

Have you ever been infroduced
o a new brand or organisation
affer being given a giff card?

52% of
Generation
Z/Millennials

31% of
Generation
Z/Millennials
(2017. 24%)

Yes, | made a Yes, | have become a

one off purchase

regular customer

Almost all
shoppers spend
their gift cards
within a year

of receipt

66.6% Of respondents
said that, over the last
three years, they have
received giff cards
from friends or family

Generation Z/Millennial shoppers are more
likely than others to have received gift cards
via work reward programmes and as part of
customer loyalty programmes, with incentives
derived from completing market research
representing a key route for older shoppers.
When it comes to spending their gift cards,
over half of UK shoppers (60.1%) spend their
gift card within a month of receipt, with 60.3%
of Generation Z/Millennial shoppers doing so.

98.6% of UK shoppers
spend their gifts cards
within a year of receiot

It is offen assumed that gift card redemption
is geared significantly fowards the period
around Christmas, and the period certainly
remains key, with 42.3% spending their gift card
at Christmas time or during the January Sales.
One clear trend in this year’s research is an
increasing savviness among shoppers when
it comes to getting the most from spending
their gift cards. 20.3% normally spend their gift
cards on Black Friday/Cyber Monday, with
over a third (34.3%) of Generation Z/Millennial
shoppers doing so. At the same time, 28.0% of
shoppers said that they spend their gift cards
anytime a sale or promotion is on. Howev-

er, 41.1% take the approach of just spending
their gift cards when they find something

that they like, regardless of the occasion.



In Many cases
people spend
more when
giving Qift cards

Among those that have purchased
giff cards, expiry dates are

The main purchase barrier 1o
shoppers buying more offen
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Physical gifts remain the preferred option when
it comes to purchasing a gift for somebody. 39%
of UK shoppers have a preference for physi-

cal gifts-only when it comes to gift purchasing
and spending, with this senfiment strongest
among Baby Boomers (45.9%). Conversely,
28.2% said that their preference is to purchase
a gift card-only, with 22.4% suggesting that a
combination of a gift card and physical gift was
their preference. On the former, Generation Z/
Millennial shoppers have a much greater pref-
erence for purchasing gift cards-only (39.2%),
with just 6.1% of these shoppers preferring to gift
money, compared to 9.1% of shoppers overall.

In a similar vein, respondents were
also asked about their gift preferences
when spending more than £50 on a gift
for someone, with 65% preferring to pur-
chase a physical gift in this circumstance.

When it comes to how purchasing
gift cards impacts overall gifting expenditure,

a majority of respondents (67.5%) spend around
the same when purchasing gift cards as pre-
sents, while 36.1% said that they usually opt to
spend at least slightly more when purchasing

a gift card instead of a physical present.

In the focus groups, the approach
taken by some was to spend more on gift cards/
vouchers than on a physical gift in an attempt to
“over-compensate” for the fact that the recipi-
ent could see how much had been spent.

36.1% said that they
usually opt to spend
at least slightly more
when purchasing a
gifft card instead of
a physical present
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Gift card resistors prefer
giving physical gifts

In this year’s research, we have also sought to

understand the key reasons why some shop-
pers typically shun gift cards altogether. Of

those that have never purchased a gift card,

the most cited reasons included that they
prefer to gift physical items (49.6%), followed
by a preference to gift money (38.2%). Other
barriers include expiry dates (23.9%) and
worries around the potential for the brand/
retailer to go out of business (19.8%). Among
those that have purchased gift cards, ex-
piry dates are the main purchase barrier
to shoppers buying more offten, cited by
58.8%, followed by the risk of the compa-
ny going out of business, cited by 42.1%.
Participants in the focus groups
raised expiry dates spontaneously as a bar-
rier, and most were aware that a gift card/
voucher may have an expiry date of around
two years. In some cases, expiry dates were
only discovered once the date had passed,
though other participants noted that the
date was highlighted on the back-of the
card/voucher or could be obtained from
the retailer. There was some knowledge that
participants could fransfer the balance
to another card or extend the expiry date
by making a small purchase beforehand,
but very few would think to contact the
issuer once the expiry date had passed.
Elsewhere, participants in the
focus groups highlighted practical con-
cerns around them, including forgetting to
take them out or them taking up room in
their wallets/purses. There were also mis-
givings around their lack of flexibility, par-
ticularly around single store gift cards.

Opportunities for
expanding the gift

card merket

It is becoming imperative for the
industry to take a digital-first approach

& woher proportion typically
gse their debit cards when
purchasing products than use
cash (69.6% vs. 5/.6%), with this
frend even more pronounced
among Generation Z/Millennial
shoppers (/5.2% vs. 56.2%)

The importance for the industry in tak-
ing a more digital-first approach to gift
cards is highlighted by the evolving
approach that consumers are taking to
shopping more generally. A higher pro-
portion typically use their debit cards
when purchasing products than use cash
(69.6% vs. 57.6%), with this frend even
more pronounced among Generation
Z/Millennial shoppers (75.2% vs. 56.2%).
Indeed, the average shopper has just
£28.48 in their pockets, with 59.2% nor-
mally carrying a maximum of up to £20.
This sentiment was echoed by
participants in the focus groups. Most said
that they don’t carry much cash, typically
keeping a small amount in their purses/
wallets “just-in-case” they either lost or
were unable to use their cards. Paying for
everyday items was seen as much easier
by card, and most said that they were now
comfortable with contactless payments.

The physical store remains the key shop-
ping location when it comes to gift cards,
both as a purchasing channel and an in-
fluencer of spend. A majority of gift card
consumers (560.1%) are most likely to pur-
chase gift cards from a retailer in a physical
store, though this has notably declined from
58.4%. This decline reflects both the grow-
ing omnichannel focus of retailer gift card
propositions and of evolving shopper spend-
ing habits. Indeed, over a third of shop-
pers (34.3% vs. 25.8% in 2017), cited online
as their preferred purchasing channel.

When it comes to influencing gift
card purchases, the physical store is also
the key location with 52.7% influenced by
displays in physical stores (60% among Gen-
eration Z/Millennial shoppers). Nonethe-
less, Generation Z/Millennials are also more
likely to be influenced by adverts/displays
online, cited by 25.7% of this generation
compared to 16.9% of shoppers overall.

With gift cards significantly less
likely to be a focus on more high-profile
media campaigns, gift card managers have
also traditionally seen instore displays and
word-of-mouth as key drivers of demand.
79.5% of gift card managers said that their
gift card proposition is promoted instore via
specific displays or signage. However, the
rise of online has led retailer websites (79.5%)
and social media (64.1%) to become the two
other most used channels for promotion of
gift cards. 41.0% of gift card managers said
that gift cards are used as part of promo-
tions via partnerships with other companies,
such as price comparison businesses, en-
ergy companies and media companies.



Just convenience. Most things you can

pay for with a card. | personally don’t go

fo The (cash) machine offen any more.”

(focus group participant aged 40-69)

It would be good if I can buy a voucher and
it goes straight on my mobile phone and | can
send it to someone, instead of using a card.”

(focus group participant aged 40-69)

Shoppers are demanding

greater flexibility

The rising influence of digital channels is also
evidenced by the factors that influence the
purchase of gift cards. 58.6% of respondents
said that the ability to redeem online is an
influential factor, with over one in ten (12.5%)
saying the same for availability of the giftf card
on mobile. The availability of gift cards on
mobile is particularly important for Genera-
tion Z/Millennial shoppers, with 16.6% suggest-
ing that this would be an influential factor.

However, an examination of how
UK shoppers actually do redeem their gift
cards highlights the ongoing - albeit narrow-
ing - gap between shopper demands and
the redemption capabilities offered on gift
cards. As a channel for redemption, physi-
cal stores continue to dominate, with 69.6%
usually using a traditional physical gift card
instore, compared to 43.9% shopping online
with a gift card/voucher code and 11.4% via
mobile using a giff card/voucher code.

This persistent gap between shopper
demands and retailer redemption capabilities is
one that seems to be recognised within the in-
dustry. On the features that Gift Card Managers

12

said they are most likely to include in their future
gift card propositions, greater flexibility in the
form of purchasable online (92.3%) and redeem-
able online (87.2%) were the most cited. Else-
where, 69.2% cited new technical innovations.as
a key focus, with the rise of online and mobile, in
addition to the emergence of more sophisticat-
ed technology around areas such as custom-
er behaviour tracking, providing significant
opportunities for innovation in the coming years.
The ability to redeem online (68.6%)
and instore (61.0%) were the two most cited fac-
tors that would influence a gift card purchase.
At the same time, when asked what would
increase the attractiveness of receiving a gift
card 56.0% of UK shoppers said that they would
like giff cards to be redeemable across the retail
channel of their choice, with 46.2% wanting
cards that can be used in multiple locations.
This again highlights growing consumer de-
mand, and expectation, that gift cards should
be cross-channel. Being able to redeem online
was particularly important among Generation
Z/Millennial X shoppers, with instore redemption
an important influencer among Baby Boomers.

Generation Z
/Millennials

Generation X

Baby Boomers

59%

Redeemable online

Elsewhere gift card malls - a wall of different
branded gift cards, not purchased from the
store that the gift card is for - are also rising
in popularity; further emphasising growing
shopper demands for flexibility. 7.2% of gift
card shoppers said that they are most like-
ly to purchase from a gift card mall, com-
pared to 5.6% of shoppers back in 2017.

One lingering concern for the indus-
fry when it comes to the growing flexibility, and
digitalisation of gift card programmes, is secu-
rity. Over a third of gift card managers (38.5%)
said that they are concerned about how
secure their giff card programme is online, with
over one in five (20.6%) concerned about secu-
rity through an-app. This unease around secu-
rity is also reflected in the sentiment expressed

by C-suite respondents; over a third (33.3%) that
answered the question believed that security
is a challenge associated with gift cards.

In addition to ensuring that a lack
of flexibility doesn’t represent a key barrier
to gift card purchasing, there are also op-
portunities to proactively make a virtue of
flexibility. Organisation partnerships - for
example, the ability to redeem one card for
both dinner and a film - are attractive to just
under a quarter (23.8%) of shoppers. Notably,
this feature would be most popular among
Generation Z/Millennial shoppers, with 36.2%
finding this potentially attractive, reflect-
ing the higher propensity of these shoppers
to mix retail, food service and leisure.

Ofdhe following options, which giff card features
Wwould influence you to make a purchase?

91% 13% 10%

44.1% | 50.8% 16.6%

Redeemable in store

Available on mobile

14.0% 159% | 8.1%

Redeemable in
shops abroad

You can get anything anywhere these days,

particularly online. The best deals are generally
online and 1o give me a card that's only usable
iN one store is very restrictive. It's Not like you pay
£50 and they give you £60, there's no incentive.”

(focus group participant aged 40-69)
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Two years sounds ridiculous ... Qs it's A
replacement for cash. That's like saying
a £20 note expires affer two years’

(focus group participant aged 40-69)

Personalisaftion a key
area of opportunity

One potential future growth area lies in al-
lowing shoppers to personalise their gift card
purchases. The ability to include a personal-
ised image on the gift card would be a pur-
chase influencer for over a fifth of UK shoppers.
Higher expectations around personalisation
means that the ability to provide personal
messages, personalised images and pictures
of the recipient, hold much higher resonance
among younger age groups, with 30.5% of
Generation Z/Millennial shoppers stating that
personalised images would be influential.

The key consideration for brands
when it comes to gift card personalisation is that
shopper expectations are such that they would
generally demand that this be included in the

wider price of the gift card. 58.8% of UK shop-
pers would be interested in a fully personalised
product with photo upload, video content and/
or bespoke packaging, though just 18.1% would
be willing to pay a small fee for the privilege.
Linked to this growing interest in
personalisation is the importance that shop-
pers place on design when buying gift cards.
In the focus groups, the design of the gift card
was generally seen to enhance the “expe-
rience” and consumers felt that they should
look “stylish”, “subtle”, *"modern” and "more
expensive”, largely to make them “special”.

Gift cards can be a powerful
tool fo drive shopper loyalty

The rise of digital retail and a growing
ease for shoppers to buy from a significantly
increased pool of brands in a convenient way,
has facilitated a less loyal and more discerning
UK shopper. There are signs that gift cards could
be leveraged as a strong tool in the wider fight
to maintain loyalty. Almost three-quarters of UK
consumers (73.5%) would be interested in the
ability to collect points or to receive cash back
on future purchases when redeeming gift cards.

Among both gift card managers and
the C-suite, there seems to be awareness of the
growing role that gift cards will play in driving
shopper loyalty. Among managers, 28.2% said
that gift cards are considered part of their
wider marketing strategy, with over one in ten
(12.8%) claiming that gift cards are influencing
loyalty strategy. Here, there is some disparity
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between gift card managers and the C-suife;
23.1% of executives believe that gift cards are
part of a customer loyalty scheme, and over a
quarter (25.6%) say that they are used as part
of their organisation’s marketing strategy.
Furthermore, while it is important
that brands achieve the right balance, there
also appears be some opportunity to utilise the
gift card proposition to make shoppers aware
of, and allow them to activate promotional
deals, with 72.8% saying they be interested in
a service that alerts the user to deals, offers
and discounts, accessible with the gift card.

B2B is a key area of growth

While gifts from friends and family remains
the key route through which shoppers re-
ceive their gift cards, B2B routes continue to
be important for the industry. Work incentive
programmes represent a key area, with over
a fifth (21.1%) receiving gift cards through
these schemes, rising to 29.9% of Genera-
tion Z/Millennial shoppers. Elsewhere, over
one-in-ten (12.4%) received as part of a loy-
alty programme = €.g. with their bank.

All surveyed gift card managers
said that they-offer both B2B and B2C gift
cardprogrammes, with the average split of
time between these two sides of the business
being-63.5%-46.5% in favour of B2B. Indeed,
this’is reflected in the 35.9% seeing B2B as the
biggest growth channel, compared to just
2.6% saying the same for B2C. 59.0% believe
both to be growth channels. To this end, 61.5%
have looked to develop partnerships directly
with other retailers/brands, while 43.6% are
developing partnerships with other compa-
nies, such as price comparison businesses,
energy companies and media companies.

The challenge for gift card
managers is to ensure that key stakeholders
within their organisation are aware of the
potential of B2B. When it comes to explain-
ing how B2B gift card programmes work to
people internally, 75.7% talk through how the
B2B qiff programme works in detail to relevant

people in the organisation. Elsewhere 70.3%
focus on quantifying the benefits of those
schemes to relevant people in the organisation
One lingering area of concern when
it comes to establishing links with third parties is
around security. Almost half of gift card man-
ager respondents (46.2%) said that they have
concerns around how secure their gift card pro-
gramme is with third parties. This unease is an
inevitable reflection of relinquishing control of
the selling process, particularly given that most
retailers have invested heavily in improving their
in-house security processes over recent years.

How much time do you/your team spend
on B2B v B2C? (Gift Card Managers)

B2C B2B

46.5% 53.5%

Gift card managers are well-placed
tfo capitalise on opportunities

Of the 38 gift card managers surveyed, 85.6%
said that gift cards are a growth channel
within their organisation, with 46.2% of or-
ganisations leveraging gift cards as a brand
engagement tool. Elsewhere, just under a
quarter (23.1%) said that they are used as part
of a customer loyalty scheme, while over a
quarter (25.6%) said that they are used as part
of their organisation’s marketing strategy.

Positively, giftf card managers are
highly influential in setting overall gift card
strategy, and taking advantage of emerging
opportunities. Each gift card manager sur-
veyed said they are responsible for driving
strategy, along with other responsibilities, in-
cluding the customer journey (74.4%), business
development (92.3%) sales channels (89.7%)
and budget/finance (84.6%). A further

23.1% believe that they have some oppor-
tunity or are in the process of developing
gift card strategy, though 2.6% believe
that their opportunities here are limited.

In addition to their strategic respon-
sibility, the vast majority of managers believe
they are able to act on initiatives and pres-
ent alegitimate case for investment. 74.4%
said that they have the evidence and data
to present a business case for investment
to board/decision makers based on con-
sumer feedback. Just 10.3% said that they
have the data, but are unable to make the
case, while 12.8% believe that there is an
appetite for investment, but that there is a
lack of data to make the investment case.
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Direction of strategy set
by the gift card managers

43.6% of gift card managers said that driving
gift card strategy represents the entirety of
their role, with the same proportion respond-
ing that it is a significant part of their role. This
suggests that many retailers are taking their
gift card programs seriously, with an under-
standing of the wider impact on loyalty and
customer retention. Further reinforcing this is
that all gift card managers say that they are
responsible for driving gift card sfrategy.

In addition to benefitting from
having strong autonomy over, and focus on
the gift card proposition, gift card managers
are also benefitting from having resourcing
support. 53.8% of gift Card managers said

that there are two-three employees on the
gift card team within their organisation, with
33.3% stating that there are four or more on
the team. Interestingly over one in ten (12.8%)
said that they have 10+ employees on the
team, again perhaps reflecting retailers taking
the function more seriously and providing it
with a wider remit. Just 14.3% of respondents
have only one person on the gift card team.

Gift card managers have
strong say over strategy

Owing both to their varied role - as a sales
line, marketing lever and loyalty driver - the
gift card function can be characterised by its
inconsistent role across different organisations.
Among the 38 gift card managers surveyed,
28.2% said that the gift card function within
their organisation sits within the marketing
department. There are clear signs that the
gift card function is shifting as the role of gift
cards evolves, with finance (12.8%), loyalty
(2.6%) and customer experience all areas of
responsibility. Of the 53.8% who answered
‘other’, commercial services, sales, and
tfrading were the most cited departments.
Inevitably this inconsistency in
where the gift card function sits extends to
where gift card performance reports into.
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23.1% of gift card managers said that the
performance of the function reports into
the Chief Marketing Officer. Here again, the
picture is inconsistent across organisations,
with a variety of director-level roles cited.
The Chief Customer Officer (10.3%), CEO/
MD (15.4%), COO (15.4%), and CFO (10.3%)
are the other most reported into roles.

Lack of engagement at C-suite
level needs To be overcome

Another area of unevenness is with engage-
ment at the board level. This can vary sig-
nificantly across organisations; of those that
are engaged on strategy, over a quarter of
organisations have a board-level executive
directly accountable for strategy (28.2%) with
a similar proportion having board members
that work closely on gift card strategy (28.2%).
12.8% of gift card\managers said that there is
no board-level awareness of gift card strategy.
Where engagement does exist at
the board-level, gift cards are typically con-
sideredto be part of the marketing strategy.

When asked about the importance of the gift
card strategy as part of the organisation’s
marketing, sales or commercial strategy, 28.2%
of gift card managers responded that gift
cards are considered as part of the marketing
strategy. Over one in ten gift card managers
(12.8%) said that gift cards are influencing loy-
alty strategy, with a similar proportion (12.8%)
believing that gift cards influence the entire
sales strategy. Elsewhere, almost half (48.2%)
believe that gift card strategy is not influential
to the wider marketing and/or sales strategies.

The C-suite requires education

45.0% of C-suite
respondents said that
they feel either very
or Quite informed

on the opportunities
within gift cards,

45.0% of C-suite respondents said that they feel
either very or quite informed on the opportuni-
ties within gift cards. A lower proportion (35%)
said that they are either not very informed
or not informed at all when it comes to the
opportunities within gift cards. This perhaps
explains the negative slant when it comes to
factors such as its role as a growth channel.
When asked about the main oppor-
tunities provided by gift cards, C-suite respond-
ents cited the ability tfo drive extra income in-
store (25%), increasing brand awareness (20%),
driving loyalty and growing average spend as
the key opportunities. Respondents were also
asked about the potential for gift cards in the
context of cards taking over from cash among
shoppers. Here ensuring customer loyalty
(68.2%) and developing increased brand loyal-
ty (45.2%) were the two most cited elements.
Opinion is divided over the poten-
fial to link gift cards, loyalty and e-commerce
strategies. 25.0% of respondents believe that

their organisation already links gift cards,
loyalty and e-commerce strategies, with a
further 30% doing this to some extent or cur-
rently looking into it. A low proportion (7.5%)
said that they don’t believe that such a link
is achievable, while 32.5% don’t believe that
their organisation has even considered if.
The most commonly cited chal-
lenge associated with gift cards according
to C-suite respondents is expiry dates, men-
tioned by 48.4% (when “none of the above”
is excluded). In deciding on policy around
expiry dates, retailers face the twin challeng-
es of gift cards representing a current liability
in their accounts, with consumers who are
highly unlikely to be passive on retailer imple-
mentation of expiry dates. Margins were the
second most cited challenge (36.4%), perhaps
reflective of the growing role that gift cards
are playing as a promotional tool. Elsewhere,
security (33.3%) is seen as another challenge.



Low board-level
understanding
of the value

of gift cards

While the fact that 65% of C-suite respond-
ents believe gift cards to be an area of
growth for their business is a positive finding,
it is in stark contrast to the 84.6% of gift card
managers who believe it fo be a growth
channel. Again, this less positive perception
has implications on level of engagement.
This lack of engagement at the
board-level extends to awareness of value
of gift card programmes. 45.0% of C-suite
respondents said that they don’t have much
visibility around the results and delivery of
gift card programmes. This reflects strongly
the inconsistency of reporting lines and re-
sponsibilities highlighted within the gift card
managers’ survey. Excluding “don’t know”
answers only 27.3% said that it is reported at

board meetings, with 50.0% stating that it is
an income line that is looked at regularly.

Just 27.0% of C-suite respondents
know the exact value and conftribution of their
gift card programmes. Of those that were able
to provide an estimate, 36.4% believe that
they are among the best-selling products/the
best-selling product within their business. How-
ever, 39.4% believe that gift cards are not very
highly ranked in terms of best-selling products
in the business. Given the lack of knowledge
around the value and confribution of gift card
programmes, these responses are, in many
cases, rough estimates. However, the fact that
such a high proportion believe gift cards to rep-
resent a low ranking product in terms of sales,
no doubft contributes to the low engagement.

This lack of understanding around
the value of gift card programmes is also
reflected in awareness around 'lift" - the
average extra spend that the shopper makes
above the gift card value per transaction.

Just 40% of C-suite respondents know the
value. Interestingly, of those that are aware,
62.8% believe this to be to 10%+, which is

in contrast to the C-suite respondents that
said that they aren’t aware of lift value, with
62.5% estimating it to be less than 10%.

Continued divergence in view
of B2B vs B2C compared to Gift

Card Managers
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of gift card managers said that gift cards are

a growth channel within their organisation

While 35.9% of Gift Card Managers see B2B
as the biggest growth channel, compared
to just 2.6% saying the same for B2C, C-suite

respondents hold a contfradictory view: 52.2%
see B2C as the biggest growth channel vs. 8.7%

for B2B. This again reflects a knowledge and

engagement gap across organisations. Over a
quarter (26.1%) of C-suite respondents believe

that B2C and B2B are both growth channels.
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of c-suite respondents said that gift cards are
considered an area of growth for their business
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Conclusion

* Giff cards remain highly relevant

* Shoppers are demanding fiexibility

eFafsonalisation is an opportunity

B2B 1S a key area of focus

* A growing role in driving loyalty

Low C-Suite engagement

* INnfernal education would help

Against the backdrop of uncertainty across
retail overall, the enduring relevance of gift
cards and vouchers saw the year-on-year
growth in gift cards and vouchers hit 10.7%
in 2018 (source: UKGCVA/BDO data report
2018 - calculated from market data directly
fromm UKGCVA participating members). This
growth further reinforces the key findings
from this year’s State of the Nation consum-
er, C-suite and gift card manager research,
which has highlighted that the industry is in
good shape to take advantage of signifi-
cant opportunities in the coming years.
One key area of opportunity for
the industry is in the B2B segment, which
saw growth of 20.5% over 2018. Our consum-
er research highlighted that work reward
programmes and customer loyalty pro-
grammes, across businesses such as banks
and energy companies, are key avenues
through which shoppers receive gift cards.
Moreover, over a third (35.9%) of gift card
managers see B2B as the biggest growth
channel, and almost half (43.6%) are devel-
oping partnerships with non-retail compa-
nies such as price comparison businesses,
energy companies and media companies.

Gift cards are also well positioned
to be a powerful ool to drive loyalty among
a more discerning UK shopper. Among both
gift card managers and the C-suite, there
seems to be awareness of the growing role
that gift cards will play in driving shopper
loyalty. Moreover, almost three-quarters of UK
consumers would be interested in the ability
to collect points or to receive cash back on
future purchases when redeeming gift cards.

For the industry to capitalise on
the numerous emerging opportunities, it is
imperative that gift card managers and the
C-suite are on the same page. The research
highlighted clear unevenness across organ-
isation in relation to board-level engage-
ment, with only a minority of C-suite feeling
informed on the value of, or opporfunities
provided by gift cards. The challenge for
giff card managers is fo drive engagement
throughout the organisation, promoting the
long term potential of gift card programmes,
particularly in areas such as driving greater
loyalty and taking advantage of the op-
porfunities in the B2B segment. The good
news is that this seems to be happening.



Gift cards will play o
growing role in driving
shopper loyalty

Among both giff card managers and
the C-suite, there seems to be aware-
ness of the growing role that gift cards
will play in driving shopper loyalty.

Among managers, 28 ' 20/0

said that gift cards are considered
part of their wider marketing strategy,

darming matair 12.8%

cards are influencing loyalty strategy.

Almost three-quarters of
73 50/ UK consumers

' O would be interested
in the ability to collect points or to

receive cash back on future pur-
chases when redeeming gift cards.

72 80/ of shoppers said that
. O they would be in-
ferested in a service that alerts the

user to deals, offers and discounts,
accessible with the gift card.

Personalisation
can represent o
key differentiator

58 80/ of UK shoppers In the focus groups, the
' O would be inter- design of the gift card

ested in a fully personalised was generally seen to
product with photo upload, enhance the “experience” in their wallet. You could

video content and /or be-

and consumers felt that

"People might keep it ...
If it's a family picture, it’s
something they might keep

spoke packaging, though just they should look “stylish”, (Personalised) (focus group

'l 8 'lo/ would be “subtle”, "'modern” and
' O willing to pay “more expensive”, largely

participant aged 40-69)

a small fee for the privilege. tfo make them “special”.

top it up in the shop again.”

Flexibility Is becoming an
expectation rather than
just a demanad

When asked what would incrgaise the
attractiveness of receivinglergift card

56 Oo/ of Uk8hoppers said
. O thgdthey would like
gift cards to begedeemable across
the retail chgmmelof their choice.

The gbili’ry foredeem online 58.6%
st cos D1.09% factors mor

would influence a gift card purchase.

Almost three-quarters of UK consumers

73 50/ would be interested

' O in the ability to collect
points or to receive cash back on future
purchases when redeeming gift cards.

The availability of gift cards on mobile is

partficularly important for Generation Z
/Millennial shoppers,with (@)
suggesting that this would -l é ' é /O

be an influential factor.

Experience giff products

are d key growth spoft

Experience qiftf products are an area
of opportunity for the industry, with

]9 30/ having purchased
i O these, compared to

'| 7. 50/0 in 2017.

Experience gift products are particu-
larly popular among the Generation
Z/Millennial cohort, with over a

quarter 25 40/ of gift card
shoppers ' O purchasing

these over the last three years.
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Consumer Segments:

This white paper refers to specific shopper generations. These are:

e Ceneration Z/Millennials refers
to shoppers aged 16-34

» Ceneration X refers to shoppers
aged 35-54

* Baby Boomers refers to shoppers
aged oo+
Primary research:

This project included four strands of primary research:;

* Quantitative survey across a nationally-
representative sample of 2,000 UK consurgers

* QuanNtitative survey among a Cross-section
of 38 giff card managers

* QuanNtitative survey among a Cross-section
of 3¢ C-suite respondents — retfail staff af
mMmanagement/leadership level and above

* TwoO focus groups, conducted in January 2019,
with a mix of consumers, each lasting 0 minutes
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