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Ever since retailers completed their
heavy investments in chip and PIN,
IT vendors have been vigorously

promoting stored value gift cards as a way
for merchants to leverage some additional
benefit from their new EMV platforms.

It has been predicted that the
phenomenal sales growth of gift cards in
the US would be replicated in the UK. The
figures in the US certainly look good when
you consider that this year Christmas
shoppers across the pond snapped up a
massive $27.8 billion of the cards,
according to a survey from the National
Retail Federation, well above the
forecasted $24.8 billion.

However, the take-up in the UK has been
somewhat slower than anticipated. Scott
Thomson, director of payment advisory
business QPQ, believes this is partly down to
the fact that the gift card sales numbers
coming out of the US have to be “taken
with a pinch of salt”.

He says “they play a cheating
game in the gift card business”
whereby if a £20 gift card is
used to purchase £80 of
goods then the latter figure
is used as the value of the
gift card sale. In addition,
Thomson says, there is a lot
of double-counting with both
the sale and the redemption
of a card being included in
the gift card sales numbers.

Gift of giving
Although Tony Craddock,
chief executive of Giftex 
that runs the membership

organisation Gift Network, acknowledges
that the adoption has been slower than
anticipated he says there has still been a
decent take-up, particularly from large
retailers with around 40 per cent of the 
top 100 retailers now having a gift 
card solution.

“The number of UK retailers with gift
cards has increased from 15 to 57 over the
past 18 months and we are now seeing tier
two retailers consider what’s happening,”
he says. Craddock cites Argos, Comet and
Debenhams as examples of retailers that
have “proved the gift card model” and that
this has resulted in smaller operators 
now starting to investigate the potential of
gift cards.

Craddock says this is a typical trend as
the larger operators will have been able to
enjoy economies of scale from their
implementations and because of this they
would have required a lower sales
penetration in order to pay for the system.

Cameron Olsen, vice president of
business development at smartcard
software company Smart Technology
Solutions, says he has started to see many
examples of smaller retailers using gift
cards as a point of differentiation from
their competitors.

As an example, he says Thorntons
is in the process of rolling out a
solution to its estate of shops. “It
fits really well as between 60
and 70 per cent of Thorntons’
market is Christmas and so
gift cards help increase
traffic. And there is
the perception
that they have a
higher value than
paper vouchers.”

Olsen believes
that retailers like
Thorntons get most
benefit from gift cards as

The giving season
Although the gift cards phenomena continue in the US, Glynn Davis finds
take-up has been a little slower in the UK. However, it is argued that the 
technology can offer a point of differentiation in a competitive retail market
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