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Blackhawk Network

Blackhawk Network Holdings Inc. is a privately held company that operates in the prepaid, gift
card and payments industries. Blackhawk sells branded physical and digital gift, phone, prepaid
debit, and incentives cards online and through a network of global retailers.

400K+ 37,000 300M

CORPORATE/GOVERNMENT
STOREFRONTS PARTNERS IMPRESSIONS DAILY

775M S26B S4B+

CARDSISSUED ANNUALLY ANNUALLOAD VALUE REWARDS FULFILLED ANNUALLY



Blackhawk’s Business Challenge

What’s the fewest number of cards that appeal to the most customers and generate the most profit?

In the late fall of 2020, Isometric Solutions recommended Blackhawk Network harvest Gift Card
market intelligence using a series of staged consumer preference studies among 6,000
respondents. The work was accomplished in three phases:

* Existing Card Preference: Maximum Difference Scaling studies were designed to accommodate the top 36 cards
conducted leveraging 5 Max Diff tournament-tyle scaling experiments to understand Blackhawk’s existing gift
card preferences.

* Optimal Card Design: This was followed by a two-phased exploration of potential gift card constructs. A Discrete Choice
study was conducted with 9 Max Diff experiments (one per category) to understand the relative preference of card attributes.
Respondents were then engaged in a “free- will” Dream Gift Card Design exercise to understand what combination of card
attributes consumers desired.

* Dream Card Designer: A custom simulation exercise was created to study the “free will” choices across all card combinations
to understand the conditional probabilities of brand combinations (within category, across category and unrestricted).



Try - vs - Test

For decades Blackhawk Network has enjoyed a profitable history designing and marketing a vast
spectrum of gift cards through a broad set of distribution channels including grocery stores,
convenience stores, big-box retail merchants, and now, our online store GiftCards.com.

* A Try: Our typical process has had us reviewing card financial performance at two sale
season intervals and drop card that underperform.

* A Test: designed to control for and eliminate unobservable factors that could confound elicit
preference and allow us to establish causality and then with confidence, preemptively
eliminate the production and distribution of cards that do not show relative appeal.


http://giftcards.com/

Consumer Card Preference Approach

Background

As of Fall 2020, BHN maintained well over
100 different cards organized by a
spectrum of themes. Gift cards in some
cases, sponsor just one partner, in other
cases up to six or more.

Challenge

The key challenge was to determine what
subset of existing card offerings is optimal
such that it preserves consumer utility,
drives sponsor traffic, satisfies channel
volume requirements and boosts BHN’s
profitability.

Solution: Max Diff Study

Test consumer presences for the top 36 Blackhawk gift
cards. Create and field a tournament-stye design of
maximum difference experiments in two waves. 4 waves
of preliminary testing of 9 cards @ n = 1,500

+ 1 final round of the top 21 cards n = 1,500.
Studies were fielded to Gen Pop representation of USA
Known Gift Card buyers

Analytics used Balanced Incomplete Block Experimental
Designs — best for consumer research purposes because
it produces a sufficient design assuring all items in a list
are compared against all other items in a list.

Web interview of 9-12 Minutes
Includes Unlimited Open Ends
Unlimited Reportal Banners
Deployed in English
Programming dynamic choice functionality
Timing 6 weeks
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And More Cards...
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Conventional Approach — Not Good

Without sophisticated survey analytics Rating Issues
most solve this question with a rating Please consider each issue below and indicate it's importance on the scale
Scale with 10 being most important to you and 1 being least important to you.
INot At All IIExtreger
. mportant mportant
Here all items are evaluated 0 °

independently. enue: ECHICICICICICIE - I
Privacy /

. . - ¢ ®©

Fatigue and response bias plague survellance -lllll III-
survey data sets as item test set get Unemployment -nnnnn : nnn_
arger . |ESOOEED DO

Homelessness

Marijuana / War
on Drugs

Animal Rights
Minimum Wage
Equal Pay

Tax Reform



Conventional Approach — Not Better

A somewhat better approach ranks
items.

Here items are evaluated
interdependently, but fatigue from
cumulative cognitive burden is
exacerbating causing response bias that
plagues survey data sets as item test set
get larger.

Please consider each issue below and indicate it's relative importance by
indicating your most important issue with a "1", second most important
with a "2" and continue...

7‘ Term Limits

‘I‘ Privacy / Surveillance
‘E‘ Unemployment

:‘ Student Loans

:‘ Homelessness

7‘ Marijuana / War on Drugs
\Z\ Animal Rights

7‘ Minimum Wage
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Maximum Difference Scaling - Best

RE
MaxDiff, also known as best-worst scaling (BWS), JORDAN “"‘\R“R\‘l"\\“
is a choice-based measurement method ‘R“l\. ) TAARLEY
developed by Louviere in 1987 at the University of )
Alberta. Rather than asking a respondent to I y""'(
report one favorite choice among several ‘\\ N \-.",
alternative profiles, MaxDiff asks a respondent to 1 \\\\ h/
report both a best and a worst choice. =S\ "”’///‘/

JMP has adapted the MaxDiff platform with an
analysis using the framework of random utility
theory. A choice is assumed to have an
underlying value, or uftility, to respondents. The
MaxDiff platform estimates these utilities. The “\\0\\5
MaxDiff platform also estimates the probabilities 1\\!\\\“- \m\o“s
that a choice is preferred over other choices. AND

12



Card Test Set

36 cards
/8 unique brands
240 brand instances across the cards



Balanced Incomplete Block Design

'O [ ] DOE

' “Balanced Incomplete Block Design

eeeeeee Blocks

Treatment Name Treatment Block Name Block

Treatment Size 9 Block Size s -
Treatment Labels: Allowable Blocks

1 18
2
3

Include Block Multiples

Make Design

14



Consumer Card Preference Deployment

A custom user experience was designed to simulate a shopping experience by offering
respondents gift card choices. This can be tested live here > Card Sort Quick Test

@ Click the card you like the most

<Back & Clear Selections
T
e e Nice Work!
) . ® p p ) Tip: Remember you can always undo your selections by
d 0\® ; clicking the "Clear Selections” button at the top of the page.
d m birthday just because birthday
....... L= QLT = amoops [Lowes ] W WLTA B Ao -
% I
9 far & Moo s © = e O i o = L. O
by Vn wwayfair  kmacys 7 WA e  Fanatics  SUNWAY' WA UUTA s
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https://quicktest.us.confirmit.com/confirm/wix/extwix/extquicktest_p639094477779.aspx?__qtkey=9a150fb670634cef8df212adc58f0d71&l=9

Conditional Logit Analysis

Conditional logit analysis
of qualitative choice behavior

DANIEL McFADDEN'

UNIVERSITY OF CALIFORNIA AT BERKELEY
BERKELEY, CALIFORNIA

It
HI.
Iv.

Preferences and Selection Probabilities
Conditional Logit Estimation

Statistical Properties

An Empirical Application

Shopping Choice of Mode

Shopping Choice of Destination
Shopping Trip Frequency

Appendix: Proofs of Statistical Properties
References

A fundamental concern of economics is understanding human choice

behavior. Models or hypotheses are formed on the nature of decision processes,
and are evaluated in the light of observed behavior. This task is complicated

16



Marginal Utilities

28. Visa I ——
22. Happy Bday (dots) s
19. Happy Holidays (Snow / Red Header)
21. Happy Holidays (Checker) s
05. Happy Bday s
20. Happy Mother's Day

04. Happy Moments
01. Happy Dining

15. Holiday Favorites 1
27. Happy Her
16. Holiday Favorites 2
06. Happy Mom
17. Happy Holidays (Polar Bear)
18. Happy Holidays (Snow / White Header)
I 13. Happy Dad
I 12. Happy Student
I 30. Happy Birthday (green text)
I 07. Happy Just Because
e 36. The Choice Card (landscape)
- 32. Happy to Say Thanks

-40 -30 -20 -10 10 20 30 40 50

o

Green bars represent those cards that had statistically significant more wins when compared to all other cards.
Red bars represent cards that had statistically significant fewer wins compared to all other cards.
Results with gray bars are not statistically significant.

17



Card Metrics

Thinking through three lenses to understand which cards to keep and
which to shed based on consumer feedback:

18



Consumer Card Preference Deliverables

Max Diff preference statistics are published live in reportal for online interrogations.
Illustrations below show card statistics and relative quadrant rankings.

Sorted By Affinity Index
Select segment:

mmmmmmmmmmmmmmmmmmmm

#4

#8

Average: Likelihood - Buy as gift

6.6

6.4

6.2

6.0

58

5.6

54

52

5.0

48

4.6

44

42

4.0

ce Card (landse)
Say Thanes (558)
38

3.6

Gift Cards

20

30

40
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Anatomy of a Gift Card

Gift Card constructs differ in many important ways...

Card Conditions
Card Load \

\

$25-$500 s S Card Personalization

eeeeeeeeeeeeeeeeeeeeeeeeeeeee
\\\\\\

/ just because W
oy UTA

Card Theme == Wy — "

sssssssss \ Card Brands

% Fanatics WaAvY



Product Optimization Approach

Background

BHN markets gift cards with essentially
limitless combinations of themes,
denominations, personalization options,
restrictions, and sponsors. Some card

constructions sell very well - other do not.

Challenge

The key challenge is to determine
scientifically, in a controlled experiment,
what gift card components are most
attractive consumers.

BHN Sponsor Discrete Choice

Preference Experiment

Comparison up to 243,000 different BHN card
combinations

N = 2,000
Gen Pop representation of USA
50% Buyers of Gift Cards
50% Recipients of Gift Cards
Discrete Choice Experimental Design

Web interview of 9-12 Minutes
Includes Unlimited Open Ends

Unlimited Reportal Banners

Deployed in English
Programming dynamic choice functionality
Deliverables: Exec Summary + Reportal + Simulator(s)
Timing 6 weeks



Product Optimization Deployment

A custom experimental design interface, shown below, was created to examine preferences
for various gift card constructions across four card attributes: Theme, Recipient, Conditions
for Use, and Brand Category

Gift Card Scenarios

On each of the following 18 screens, you will be shown examples of three of Gift Cards - Option #1, Option #2, Choice set 1 of 18

and Option #3. Each card presents a different combination of the categories shown below. Your task on each Consider each of the three Gift Cards shown below. Choose the Gift Card

screen is two fold: most attractive relative to the other two shown. Remember you can simply
] ignore any blank rows that may appear.

First Clicking on your favorite will turn your selection yellow. Once it does, then

Examine each of the three options and choose the one you consider to be the best based on your "gifting" consider the three questions about your selection below.

interests. Some of the screens may appear with an entire row faded. In these instances we simply removed that
attribute to make your choice simpler because the choices across the row are the same.

Next
Evaluate your selection by indicating: 1) the likelihood of purchase, 2) the investment you'd make to load the gift w
card. ; | Giving Good Cards ] Select Cards ] Happy Cards i
Gift Card Theme - carry added meaning because their - provide a premium, cool, ascendant - designed to recognize a variety
gift benefits a charitable organization gift of discerning brands of special occasions
Each gift card shown is a combination of these four characteristics: i
Recipient Significant Other Friend Acquaintance | Colleague | Co-worker
1. A Gift Card Theme {Occasions, Charity, or Select Choices} I ; i
2. The recipient for whom you'd buy the gift card
Card Sponsors home + beauty casual dining apparel + accessories
3. A set of sponsors where the card can be redeemed
4. A card condition of use {must me registered on line, has an expiration date, or must be redeemed
online} W Card must be redeemed online Card has an expiration date Card must be registered before use

22



Product Optimization Deliverables

BHN Discrete Choice analytics presented ranked in the model below left, derives the

relative strength of attributes and attribute level simulation below right.

Likelihood Ratio Tests 96
L-R 0.4
Source ChiSquare DF Prob>ChiSq 0.2
Theme 1.362 2 0.5061 0.114319 T
Recipient  164.169 5 <.0001* 5[0.036343. 0
B o 2 o 5 emg o2
-0.6
The answer comes from the likelihood ratio test’s Chi Square DA T
statistics. These index the relative strength of the attributes’ 8

effect on stated card preference.

* Sponsor @ 240 accounts for 57% effect on choice
* Recipient @ 164 has 39% effect on choice

* Condition @ 15 has just a 4% effect on choice

+ Theme @ 1.3 has no measurable effect on choice

Happy
Theme

Giving

,',//\\
L J
\///\
8 8 2 8 58 %
3 3 6 2 £ &
22859
c 5 St
>6 <8
E 2 g
s E 5
E w

Family In House
Recipient

>
<
/>
"

Casual Dining
Digital Services
Quick Dining

Apparel & Accessories

Entertainment & Electronics & Gaming
Fitness Outdoor

Home & Beauty

Leisure & Recreation & Toy

Apparel & Accessories
Sponsor

Retail Brands

Registration

c c
2 2
2 g
s &
B w
o

Registration

Condition
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Desighed Experiment
Desighed Exercise



The Dream Card Designer

A custom user experience was designed to simulate dream card creation. This can be tested live
here > Dream Card Designer Quick Test

4 4 4 v v

s 1 0 0 GIFTABLE " Recipient Layout Card Value Personal Message Restrictions

PACKAGING
uuuuuuuuuuu

GIFT CARD message inside!

EVERY CARD GIVES BACK 3%

Brands

Pick the brands you'd like for your card. You have to pick at least one, and a maximum of nine brands.

é GIVING Show All Apparel/Accessories Casual Dining Digital Services Entertail Ell i aming
c

ARDS Fitness/Outdoor Home/Beauty/Gift Leisure/Recreation/Toys Quick Dining Retail Brands

2 A B C D E F G H I J KL M NEOEPEONEESET U V W XS

Card must be registered before use

) wennos - MSONGS W /pfnaf naf
el ~
OUTBACK P PF.QlANGS

al or
- G - Imm”

s“uplantation A 065, fo“ ‘:'Bwil_
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https://quicktest.us.confirmit.com/confirm/wix/extwix/extquicktest_p797208658457.aspx?__qtkey=a285e9419bde44489a99c94fcdb192e8&l=9

Market Basket Analysis

Three iterations of conditional probabilities show the next best paring for a brand within
category, across categories and unrestricted. Comparison up to any combination of up to 250

brands (3 were never picked).

n n!
Pl = (r) S G

The Combinations Calculator will find
the number of possible combinations that
can be obtained by taking a sample of
items from a larger set. Basically, it
shows how many different possible
subsets can be made from the larger set.
For this calculator, the order of the items
chosen in the subset does not matter.

n choose r

n (objects) = |250 ‘

I (sample) = ‘ 9 ‘

C(n,r)=2C(n,r)=?
C(n,r)=C(250,9)C(n,r)=C(250,9)
=2501(91(250-9)!)=250!(9!(250-9)!)
=250191%x2411=25019!%x241!

=9.087357513E+15=9.087357513E+15

=9,087,357,513,984,750

AN



Market Basket Deliverables

Three iterations of conditional probabilities show the next best paring for a brand within
category, across categories and unrestricted.

Optimal Brand Pairings Across Brand Categories

brand1 brand2 brand3 brand4 brand5 brand6 brand7 brand8 brand9
24 Hour Fitness

Adidas Google Nike Netflix Amazon

Aerie ASOS American Eagle Bononos Burberry Bloomingdale's Banana Republic | Aeropostale Claire's
Aeropostale American Eagle Bononos Banana Republic Bloomingdale's Aerie Burberry Coach Claire's
Alamo Drafthouse Cinemas

Albertsons

Amazon Barnes & Noble Home Depot Costco Ebay Best Buy Lowe's Walmart Target
Amazon Prime Spotify Apple TV Apple Disney+ Netflix Google iTunes Hulu
AMC Theatres

American Eagle Banana Republic Aerie Aeropostale ASOS Bloomingdale's Burberry Coach

Anytime Fitness

Apple Samsung Apple TV Disney+ iTunes Google Nike Amazon Prime | Hulu
Apple TV Disney+ HBO Max Hulu Apple Amazon Prime Google Netflix

ASOS Aerie American Eagle Bononos Banana Republic Bloomingdale's Claire's
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Checkerboard

Last up, targeting consumers based on brand cluster conditional probabilities.
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Isometric

See clearly. Act decisively.

Robert Reul
Marketing Scientist

612.377.7733 robreul@isometricsolutions.com

Minneapolis | San Francisco | New York
www.isometricsolutions.com

Amy Anderson

-L LinkedIn
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Success Is in The Cards

How a three-phase research and analytics initiative identified the best performing gift cards,
the best performing card attributes, and the best imaginable cards for Blackhawk Network and
their customers.

The gift card market is distinctively competitive. Some of the world’s most sophisticated gift
card marketers battle for limited peg space to optimally feature their 33/8” x 21/8” rectangle in
hopes that it will be chosen over all other gift cards.

Gift card marketers also need to make the best possible use of time. While the insights gained
over 18 months in the marketplace are valuak!~ #hov cnma at o hich cack nens i€ nthore
can react more deftly, using tests which took '

Conjoint Analysis and

Given these pressures, Blackhawk engaged Isc Discrete Choice Experiments for
were following the best possible path to succe Quality Improvement
decision-making process.
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