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FOOD MARKETING

The global retail business is taking on a new shape - a three-inch by two-inch wallet-sized piece of

plastic, the gift card - and a new generation of value-added cards that are transforming this once

seasonal selling tool into a year-round marketing powerhouse.

A ticket to consume

Summary:

The gift card i6 rapidly expanding
fam the US into Europe with
growth in the UK at the forefront.
The advantoges for retailers are
great, not only does the scheme
ANract new customers who
generally spend 40 per cent mone
than the face value of the card, ot
the same time the refailers are
taking cash in advance of it being
redeemed. There are culfural
differences within Euwrope that
create vastly different attitudes
towards prepaid cards, bul experts
believe the European market in gift
cards could reach 25 per cent of
the worldwide market by 20u0.

ajor st like Debenbams in the
UK or electronies retailer Best Buy 0 (he US are
atill doing the bulk of the card business, But
ihis néw style of merchandising that requlmes
linke investment for double-cight returns,
belng embraced by every retailer from petrol
stations and lattoo parlours (o supermarkets.
“There’s always been a good market in paper
vonchers,” said Broce Bower, senior vice
presiclent, intermational for Blackhawk, the gift
cartd subsidiary of Safeway Stores, alluding to
the nearly extinel paper-based gilt certificates
“Pre-selling revenue ks 2 good thing. You'me
Laking cash in advance of il being redesmed
and leveraging some new chainnels by having
one person give another person revenue in your
company. The difficully was customer service.
Youchers were live and couldn’t be
merchandised out in the DT &S & Cusiomer
comcept, All that has changed, ™ he said

president of Epipoli, a Milan-

based reszarch and development lirm, agresd
“This can be 3 very innovative service for
retailers, It's not just about selling Coca-Cola or
Pampers. It's about selling higher margin
services like airfine tickets or facial products
withou the upfront investment.”
These changes have been highly lucrative for
both third-party suppliers of pre-paid cards and
for retailers. The giit card market, once thought
to he nearing maturity, is running betwesn
US$70-U5580 billion in the LS and could reach
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about LIS$90 billion tn 2007, acconding to
several abservers, who noted that European gifi
card revenues could reach e same number
T Iht‘ PR 1!1';'[.“ VoA,

Fundamenu] shift In sputhem and

ceniral Europe (he use of prepald phone cands
15 very high. This could drive growth in gift
cards in Europe, which could represent 25 per
cent of the worldwide markel by 2010, he said.
Gift card numbers ane hand 1o track due o
reporting and accounting Issues. It doesn'
show up as an individual line item and retatlers
are loathe Lo put ot numbers because it might
difract avention to legal questions surrounding
unredeemed gift cands. However, 1S374 billion
soems 1o be the best guess at this paint.” noted
Dan Home, Jssociate professor, Providence
College, who ks also director of research and a
membser of the board of directors of Giftex, a
UK-based cand information and analysis firm
Techmology such as value-added, conteni-nich
cards are driving growth. “There are cards with
VDS thetl you can pail on your computer. You
could load it with content like instructional
cooking videos from famous chels, It doesn'y
Aidd to the cost only the value. The big linancial
Incentive for retaibers s that people penerally
buy 140 per cent of the Lace value of the gift
card purchased. "They also tend to buy higher
margin goods because they are less price
sensitive. 1°s a fundamental shift in how people
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