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Industry Outlook for 2022:
Merchandise, Gift Cards and Event Gifting

Mixed News in IRF Outlook Study, Many Reasons for Optimism in 2022

While there are quite a few encouraging signs for the incentives industry in 2022, there is a lingering
pessimism among some that may be the result of unfulfilled expectations in 2021. According

to several key metrics, the outlook is optimistic. In both North America and Europe, 78% of
respondents reported that they expect their company to have strong financial performance in 2022.
This optimism is tempered by the effects of a challenging 2021, including a very large increase in
cancellations of merchandise and gift card programs.

For the first time ever, this IRF signature study was expanded include European participants. The
IRF conducted an online survey of incentives industry professionals in late September through early
October 2021. The sample included 481 participants, with 275 coming from North America and 206
originating from Europe. Of those, 175 North American respondents and 200 European respondents
were recruited from an online panel provider. The remaining sample was collected from various
incentive networks on a volunteer basis. The study included respondents from three different
groups:

« Corporate clients who use merchandise and/or gift cards to engage, thank, or
recognize employees, partners, customers, and attendees

- Third party incentive agencies that provide merchandise/gift cards to support
client programs

« Suppliers of merchandise/qgift cards to corporate and third-party buyers
The 2021 sample group had a much higher percentage of corporate clients (60%) than the
previous wave (39%). There was also much less representation of suppliers (9%) compared to 24%

in the previous wave. The number of suppliers in the study was too small to break this group out
separately, although their responses were tallied within the totals.

The North American and European samples were very well matched
from a group composition standpoint.

59%  am 61
31% T 32
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European Country Breakdown

There was an even spread in the countries of origin for the European respondents.

Percentage of European Sample

29% 22% 17* 17*

United Kingdom Italy France Spain

Overall Outlook

For both North American and European respondents, 78% agree or strongly agree that they expect
their company to have a strong financial performance next year. This represents a significant
rebound from the previous year where only 64% of North Americans foresaw a strong financial
performance from their companies in 2021. Two-thirds (63%) of North Americans believe the U.S.
economic outlook is strong for 2022, compared to only 50% who felt similarly going into 2021.

This economic optimism exists even though there was a very large increase in merchandise and
gift card program cancellations in 2021. The percentage of cancellations rose from 29% in 2020 to
44% in 2021. The percentage cancelling programs in Europe this past year was even higher than
North America, with 66% of Europeans reporting cancelled programs. There is some speculation
that respondents may have also considered cancelled travel programs, even though the question
specifically referenced cancelled gift card and merchandise programs.

A confusing statistic in this study is that even though North Americans expressed a high degree

of positivity regarding both their own company’s financial outlook as well as the economy as a
whole, far less optimism was expressed in response to a separate question about how the economy
will impact non-cash reward planning and execution. In fact, the net score of positive vs. negative
responses was -4% for third party providers. While corporate clients were higher with a net positive
score of +25%, it was difficult to understand the negativity, unless the respondents had in mind the
instability regarding COVID-19. Optimism was stronger last year, presuming that people may have
expected to turn the page on the pandemic, only to find it still reared its head to impact incentive
programs in 2021. Optimism was much stronger in Europe, with a +40% positive net score, which is
like the highest peaks previously observed in North America.

One finding that is important due to its non-movement is optimism toward the regulatory
environment which did not change for North Americans since last year (22% in 2020; 20% in 2021)
despite the transition in the political situation to a party usually more favorable toward stricter
regulations. In this case, however, any political transitions have been inconsequential on the
regulatory environment.

There were other interesting data points around considerations for non-cash program design. The
net importance of public perceptions jumped for North America (44% to 73%) and was even higher
for Europe (81%). The only time public perceptions influenced program design to this extent was in
2008, during the Great Recession. However, instead of fearing the court of public opinion, the reason
public perceptions may be so important is that employers are trying desperately to attract talent,
and having strong reward and recognition programs certainly help in this regard. There was also a
sharp increase in the percentage of North Americans taking into consideration competitor programs
(39% to 67%). This marks the highest percentage considering competitor programs in their own
program design since the study began in 2008.
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Two final data points should fuel quite a bit of industry optimism. First, respondents stated their
intention to dramatically increase budgets across the board next year. Second, they expressed the
intention to increase the use of third-party partners in both North America and Europe.

Budgets are expected to significantly increase across the board for 2022

North American Budget Net Change

2021
2020
26"
2 19* 16*
3
& gs
Overall Merchandise Gift Program Communications Number of g%
Budgets Card Technology Participants Earning
aReward Administraion

In the coming year, do your/your clients generally anticipate the following program elements will increase,
decrease, or remain unchanged?

As much as North American budgets seem positioned to
increase across the board, European budgets look even stronger.

North America v. Europe: Outlook for Rewards Budget Net Change

North America

Europe H
Overall Merchandise Gift Program Communications Number of Administraion

Budgets Card Technology Participants Earning
aReward

In the coming year, do your/your clients generally anticipate the following program elements will increase,
decrease, or remain unchanged?

After a year of contraction, Involvement by third parties is expected to expand.
Budgets for third-party companies are expected to be greater as well.

North American Outlook for Use of Partners Net Change

2021 W
2020

15%
8 3
Third-party Third-party Third-party
Planner/Incentive Planner/Incentive Planner/Incentive
Company Involvment Company Fees Company Fees

In the coming year, do your/your clients generally anticipate the following program elements will increase,
decrease, or remain unchanged?
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The final data point of relevance is an intention to spend more money per person on non-cash
reward and recognition programs. Last year, the reported average spent per person was $764; this
year it has increased to $806. More importantly, 51% plan to spend more than $250 per person,
where last year only 41% planned to spend more than $250 on each individual.

Merchandise

Logoed brand name merchandise, along with clothing and electronics, represent the merchandise
categories with the highest prevalence in North America in the 2021 study. Some of the shifts from
the previous wave are a result of a sample mix toward a much greater proportion of clients. The
merchandise mentioned is very consistent with the goods mentioned in 2020 by clients.

North American Merchandise Prevalence

I 52% I 50%
1 43% — 45%
Logoed Brand Name Merchandise Clothing/Apparel
I 493“ I 433"
| 54" I 29”
Electronics Food Gifts
I 363" I 363
| 52" I 24"
Sunglasses Local Handmade Goods or Crafts
I 333’ I 30:?
I 33" L 35
Office Accessories Plaques/Trophies
I 29://0 I 28:;o
| 42* I 41"
Sporting/Golf Items Watches/Jewelry
I 28://° I 25:;“
[ 31* I 38"
Housewares Luggage
. 1§% i 43’
- 9% | 7%
Flowers Others
2021 @
2020 W

What types of merchandise and gift cards are used within your/your clients’ reward and
recognition program(s)? Check all that apply.
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Both North Americans and Europeans are most likely to give electronics and clothing/apparel as
merchandise gifts. However, North Americans place a much higher emphasis on logoed brand
merchandise, while Europeans are more likely to give office accessories as a gift.

The average value of a merchandise reward is $152. This is easily within the range for the last three
waves of the study that have provided the exact same average amount of $160. The percentage that
spent $100 or less on merchandise was the same as a year ago, 47%.

Gift Cards

The use of open-loop and restricted cards declined in 2020. While 2021 open-loop card use was
still down quite a bit from 2019 levels, the use of restricted cards rebounded to pre-pandemic use
levels. Europeans are much more likely to use restricted use cards and vouchers compared to North
Americans.

North American Usage by Gift Card Type

Open Loop Brand Specific

Restricted Use Voucher

Incentives professionalsl in Europe and North America frequently use different types of gift cards
with similar prevalence to one another. However, there are some exceptions. North Americans are
far more likely to give ‘big box' retailer cards, as well as coffee cards. Europeans, however, are much
more likely to give gift cards for accessories and jewelry, as well as gift cards for beauty products,
travel, and grocery.



RF

Incentive Research
Foundation

Brand-Specific Gift Card Merchant Types

| 48% I 43%
Exclusively Online Retailers Coffee

I 32% I 24%
General’ Big Box’ Stores Electronics

— 20* — 18%
Sunglasses Department Stores

— 16" - 11%
Dining Clothin/Apparel

] 10* - 10%
Home Improvement Sporting Goods

. 10* - 8%
Music/Movies Accessories and Jewelry

| [ | 6"
Gas Bookstores

| [ | 5%
Drugstore Beauty

| | 4%
Travel Grocery

= 4% North America
Other Europe M

Which best describes the types of merchants selected when your company buys BRANDED gift cards for
your non-cash rewards programs?

The average per person amount spent on gift cards is $127, which is nearly identical to the previous
two-year averages ($120, $129). The most common denominations for gift card rewards are $100, $50,
and $25. Fifty-eight percent (58%) use gift cards of $100 or less, down from 79% last year, suggesting
people are giving gift cards for higher amounts.

One last interesting data point concerning gift cards is the persistent practice of corporate clients
directly purchasing their gift cards through retail outlets, despite the fact there are so many easier
ways to source gift cards. Corporate respondents were asked if people in their organizations are
visiting local retailers to purchase gift cards for use as employee reward and recognition. The
percentage for North Americans has been remarkably consistent. In 2021, 65% indicated this is
occurring in their organizations. In 2020, the percentage was 61%, while in the previous two years,
the reported percentage was 69%, all within sampling error. Even more surprising was that 82% of
Europeans sourced their own gift cards.
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Event Gifting

For the most part, North American event gifting has remained consistent with 2019 levels, prior to
the pandemic. The exceptions are incentive trips, advisory boards, and product launches where
event gifting is significantly lower than 2019.

North American Event Gifting - Meeting Types

I 46://" I 5 5;
| 70" | 57”
Incentive Trips Customer Events
I 533’ I 43:;“
| 57" I 45”
Conferences and Tradeshows Internal Meetings
I 38://u I 29:?
I 40* I 37"
Senior Leadership/Board Meetings Product Launches
— 14" 0 3%
I 27% | 1%
Advisory Boards Other
2021 W
2019 W

For what types of meetings and events are you/your clients using attendee gifts? Select all that apply.

There are differences between North America and Europe in the way gift events are used. The
biggest difference is that only 29% of Europeans use event gifts for incentive trips. European
respondents indicated that they use event gifts significantly less for conferences and tradeshows,
but they use event gifts more for product launches.

North American Gifting: Gift Types

I 60” I 49%
I 72 I 72"
Nationally Recognized Brand Merchandise Items Custom-made or Fitted On-site
I 48% I 39%
I, 55 | 49%
Locally-revelant Goods and Crafts Food and Beverage Crafted Locally
I 37% 1 2%
| 7%
Gift Cards Other
2021 W
2019 W

Which gift types do you/your clients use as part of your/your clients’ meeting/event gifting?
Select all that apply.
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The prevalence of items custom-made or fitted on-site decreased dramatically from 72% to 49%,
offsetting an increase from 2018 to 2019 (59% to 72%.) A new category, gift cards, received 37%
mention, nearly as high as local food and beverage (39%). Europeans are most likely to give locally
relevant goods and crafts as gifts, and less likely to give nationally recognized brand merchandise
and gift cards, compared to North Americans. Sponsorships of event gifts seems to be declining
around merchandise donations, going down from 25% in 2019 to 14% in 2021. Europeans do much
better at getting sponsorship fees and discounts to pay for event gifts.

In North America, 77% of respondents indicated they allow brand representatives to engage with
attendees. It is a near-universal practice in Europe, with 90% allowing this interaction.

The biggest shift in sourcing in North America since 2019 is a significant reduction in the purchases
made through corporate sales. In 2019, corporate sales were easily the most common source of
purchasing event gifts. In 2021, corporate sales have fallen behind online retailers as the primary
purchase source. Compared to North Americans, Europeans are much more likely to purchase event
gifts from online retailers and event sponsors. North Americans are more likely to purchase from
destination management companies and corporate sales.

The amount spent on event gifts has fallen across the board
Event Gifting: 2019 v. 2021

RECIPIENTS MEDIAN SPEND AVERAGE SPEND m MEDIAN SPEND AVERAGE SPEND

Attendees $100 $213 Attendees $50 $96
Speakers $100 1M Speakers $50 $88
VIPs $150 $258 VIPs $75.50 $125

Given that organizations are trying to re-engage attendees in meeting activity, it is surprising that
spending on event gifts has declined to such an extent. The good news is that event gift budgets are
projected to increase significantly in 2022, particularly in Europe.

Projected Net Increases in Event Gifting Budget

999 ®

North America North America North America Europe
Corporate Third Party

In the coming year, do your/your clients generally anticipate the following program elements will increase,
decrease, or remain unchanged?
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Concluding Observations

While 2021 did not represent the complete return to normalcy for which everyone hoped, there
were signs of progress that were then often hindered by speedbumps. The uncertainty around the
travel industry made program planning and design a guessing game in some respects. Signs for
2022 are encouraging, as we see that spend has started to shift away from gift cards back to travel.
Budgets for 2022 appear to be increasing, as is the intent to use incentive partners. Spending for
event gifting is expected to increase. The future remains unpredictable, but the desire to invest in
incentives has never waned. The industry and its customers are simply waiting for things to settle
before they completely embrace an optimistic perspective.

Thank You

The IRF thanks the following organizations for supporting this report by distributing the survey:

Incentive Marketing Association
Maui Jim
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Thank you to our Research Advocacy Partner




