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Dorlisa Flur
Executive Vice President and Chief Merchandising Officer Family Dollar Stores
Dorlisa, to get started, why don’t you tell us a little bit about your current role and responsibilities and how and where shopper research fits into that?

Dorlisa: As you’ve introduced me correctly, I’m the executive vice president and chief merchandising officer at Family Dollar. What my current role includes is the traditional merchandising function. So, we tend to split that into our hard line business/soft line businesses and food is separate—it’s been quite a growth engine—the planning and allocation areas, global sourcing, private brands and customer marketing.

It is actually under that customer marketing umbrella that I have the linkage with the shopper insights function. We held it there. It’s led by a DVP who, I believe, will also be leading a breakout at the conference in July. 
We actually have a combination of the shopper insights function and the category management function underneath her so that we bring it together under the label “Integrated Insights”. Though, as my responsibilities have grown, I no longer have this group reporting to me directly. I think they defacto believe that they have a direct line reporting to me. They are still pretty close to my heart, since I formed the group originally. So, I still meet with them every week. In my “to do” list, I have a copy of all the research that they are currently doing so that I know that I can always reach out and see the latest and greatest of what we are doing.

You mentioned you formed the group. Can you outline for me and the listeners the evolution of the shopper research function at Family Dollar? I mean, the organization was started years ago and I assume there was a decision made to create an internal function. So, I’d like to know why and how has the role and function changed over the years?
Dorlisa: Well, I personally came to Family Dollar in 2004. Though we all like to make it sound like the world starts when we arrive, truly before 2004 Family Dollar’s shopper insight research was done solely by our manufacturing suppliers. So, what I found when I joined is that meant that we had a lot of information, but very granular on some of our hard line categories—like in the household or HVA area—and practically nothing about our discretionary businesses—things like the apparel, home and seasonal areas. 
So, if I looked at the evolution of our shopper insights function, we’ve gone through four phases between 2004 and today. The first year and a half or so that I was here—so call that 2004/5—really, I had been brought in as the SVP of strategy, and strategy itself was a start-up function. And so as a strategist, you can’t operate without knowing your shopper. So, it really wasn’t so much with a purpose of creating an insights function, but with a purpose of needing to learn about our shopper in order to help transform our customer format that led us to say: “We need to do some fundamental research to understand why she shops and what kind of small, convenience trips she takes. We need to understand who she is. We need to understand what else she buys in her basket.”

So, the first era of shopper insights for Family Dollar was really the foundation-building work for what became our concept store in 2006. That, when we talk in July, will figure prominently because we are now in a new generation of that concept store.

If I could take a step back, was it a difficult case for you to make to build an internal function?

Dorlisa: I didn’t start with the objective of a function, but to try and learn about the shopper. So, I will say, I got to be best friends with my merchandising colleagues very early because I learned that the budget for research at Family Dollar was zero. When you have a zero budget in a discount format that means you turn to your suppliers. So, I worked with some of our merchandising colleagues to rally some of our key CPG suppliers to be interested in co-funding some research with us and, in exchange, they would get access to some of the insights.

We’ll touch back on that.

Dorlisa: Yeah, so you’ll get an astronomical growth rate when you fly starting from a zero.

Well, then, if you had to give me a rough estimate, could you quantify the volume of research Family Dollar conducts annually nowadays? And this could be by the number of projects, expenditure, whatever metric you feel comfortable with.
Dorlisa: Let me hold off one second on that and, if I could, lead you from start-up to where we are and then I can give you that kind of a metric. So, if strategy started with “we need to learn about our customer,” I’d say the second era we went into was saying: “We need to be able to track our customers broadly.” And so we introduced customer satisfaction research. That was really the better part of the focus of the early customer insights function—that was all of one person reporting to me. 
We hit a third era that is where I really start thinking of having a customer insights function. I’m in the 2007/9 frame. That’s when, on a relative basis, our research agenda exploded into four main parts that really continue with us today. We did research that we referred to as our “R&D.” So, typically when we were trying to go out and learn about a new segment or a new business, we did test-and-learn research. That was typically when we were experimenting with something out in our stores and wanted to do very focused research to understand the customer’s reaction to our change and how we did business.

Our third tranche was, in fact, this customer satisfaction tranche. I’ll come back to that in a second. And then a fourth tranche was what we called “Merchandising Integration”. So, really going deep into our categories.

Off that base, where we are today has matured a bit. We still do, obviously, R&D tranche and the test-and-learn tranche. But, the customer satisfaction tranche has exploded into a set of three primary trackers where we are now tracking at a brand equity level, at a value perception level and then in-store customer experience with three main trackers—each of them being done quarterly—to really help us keep our finger on the pulse of our business.

And as you might guess, now that I have moved from strategy into merchandising, that whole merchandising integration part of our research has exploded. So, we not only do our own primary research in our categories, but we continue to enter into some core partnerships with key suppliers.

I want to go into key suppliers later, but let’s go back to growth.

Dorlisa: So, to get back to the question you posed a minute ago, a percentage growth rate off that basis of zero. Probably can’t get a percentage growth rate off that, but if I said that, realistically, probably my first research study at Family Dollar was—call it $100,000 for a round number.

We are today still modest in our spend—we are a discount format—but, we are spending probably six to seven times that of our own dollars and then through partnering with our suppliers, we end up getting quite an accelerator effect on some of our research spend.
So, if I ballparked in total how many events we do today, I’d say our team does the trackers I mentioned—so, three trackers four times a year. That’s 12 baseline efforts that are out. We would probably do about 8-12 significant studies that fall somewhere across that R&D, test-and-learn, merchandising integration bucket. And then we typically, in a given month, have one or two efforts going on that are supplier led in which we participate. So, that in total lets us get in the ballpark of maybe 30-40 efforts a year.

That’s honestly more than what I would have expected.
Dorlisa: We still have a relatively small group, but a very busy group.

To what extent does Family Dollar rely on external partners and suppliers to meet those research needs and get that volume pushed through the funnel? And, if I could ask, what do you look for when you are assessing potential suppliers?

Dorlisa: Well, we very much have a small, core team that is leveraged by the expertise and the capacity of third party. We have gotten a group of suppliers that I would say we tend to work with, ones who are specialists in certain areas. So, the supplier we turn to for ethnographic research may be quite different than the one we would turn to for online, digital research. We are always open to new suppliers, though. I’d say what most distinguishes folks with us is their creativity and their flexibility, both in the research design and the execution. We are, at the end of the day, a discount format. We have often found that the partner that we’ll choose to work with not only brings an interesting lens on how to look at the problem, but they are just smarter in the design. So, we can get the significance we are seeking and the insights we are seeking, but in a more cost effective fashion.

You operate Family Dollar in a wide variety of geographies. We are talking 44 States, everything from rural areas to inner city. How does this affect the way that Family Dollar conducts research? In other words, for example, do different regions or locales require different approaches or methodologies? What are the issues there that you are dealing with?

Dorlisa: We have found that our customers have more similarities than differences across the country. That said, there is a geographic bias that you can pick up in some major regions. We know, for example, if we do research in the Southeast, they know Family Dollar better and will respond favorably. If we do it in the West, they don’t tend to understand the dollar increment store concept nearly as well. So, we are mindful of that, particularly when we are doing qualitative research. We say: “What target group are we trying to learn more about?” 
In our quantitative work in particular, what we have tended to find is the greatest difference we get is more a loyalty segmentation of our shoppers. So, every piece of research that we do is always very careful to weight in our core or heaviest shopper vs. our light or medium or more occasional shopper. 
Then, we’ve also over time learned there are some big differences we see in the demand patterns in our store—the actual purchase patterns—that tend to correlate most with income, ethnicity and what we call "urbanicity." So, it picks up what you described as the really rural area to the really urban area. So, all of our research is typically looking for some balance of those key dimensions in addition to that loyalty segmentation.

If I understand, based on our previous conversation, Family Dollar has traditionally courted a very specific consumer shopper demo or profile, generally speaking. Correct me if I’m wrong, but women over the age of 40 from low- to middle-income households. We’ve undergone, obviously, an enormous economic upheaval. The recession has probably affected that consumer profile, I’m guessing. Are you looking at a wider spectrum of shopper demos? Trade-ins, for example? If so, how has the research function been brought to bear in order to better understand these new shoppers?

Dorlisa: Marc, you are well anchored in our core shopper and much of it starts with where you find our stores. So, we do tend to be in the low- to moderate-income, working-class neighborhoods. She does tend to be our core shopper. I’ll say that I’ve watched her age as I’ve been here. We are very much the shopper who is the aging baby boomer who is our typical profile. What we found is because our shopper was at that lower-income demographic, the recession hit our customers first before it was popular to talk about the “new normal” elsewhere. 
So, we began initially to see that decline or pressure on our core and then we started seeing this new “trade-in” shopper, as we like to call her—we don’t want to feel like we are the down option—experimenting with us. So, we found that we got interested in it, as did several of our suppliers.

So, in an example of how we get a lot of leverage off our research, we pulled together a pretty massive effort that partnered with more than a dozen of our key suppliers with a value proposition that if we pooled our efforts, we would be able to go deeper in the insights than typically when any one of us would do a more superficial scan. 
So, we were able to jointly do—always start with qualitative to get our hypotheses—but we fielded an online study with about 10,000 shoppers that let us understand the difference between our core and this trade-in shopper. So, pretty much across all our categories—and in some cases getting fairly deep into some classes—we were able to learn where we had the greatest opportunity with this trade-in shopper and where we had the greatest risk of losing her once the economy started to rebound. We were able to get pretty granular insights into what she liked that we were doing and what she wished would do a little differently all the way down to, as an example: “Wow, I like this about the flavors and fragrances, but I don’t like this about your pack sizes.” So, we and our suppliers got some very actionable information. That was a couple of years ago.

So, I’ll say that since then the way that we’ve continued to monitor and evolve our efforts is through aggressively using a lot of our panel data. We are very heavy users of Nielsen and we continue to always do a lot of monitoring of economic indicators because that is telling us that even when our core shopper starts to recover—many folks think a dollar store would be hurt by economic recovery. We get helped because our core shopper is able to spend money not just on her needs, but on some of her discretionary wants.
You mentioned that perhaps some shoppers are turning to Family Dollar right now because they are under some financial duress and if things ease up, they may defect back to other retailers. But, it sounds like you’re taking some pretty sophisticated steps to build loyalty among the people that are coming into Family Dollar, perhaps because—I hesitate to use the word desperation—but out of cost consciousness. Has this changed the emphasis that you put on certain kinds of research? In other words, what are most important to Family Dollar right now and why? Is it customer satisfaction, which you touched on? Is it loyalty? Is it brand equity tracking? Is it advertising testing?

Dorlisa: Let me first answer by anchoring and saying you are right by saying that we are trying to do things as a chain, not just with the insights, but with real changes in our business model to attract and retain this broader set of shoppers. So, I could look over a multi-year track and say that as we’ve added more national brands, as we’ve invested in improving the quality of our private brand, as we have invested in technology to let us accept a broader set of tender types—we’ve started taking American Express in the last month—all of these are the kinds of things that we believe will make us appeal to a broader demographic.
Then, as we’ll talk about in July, we are investing pretty significantly in changing our whole in-the-store shopping experience. What that has done in terms of the research…Our favorite type of research really depends on the problem that we are trying to answer at the moment. So, a moment ago I described what we would have counted as an R&D effort when we were trying to understand that trade-in shopper and the differences vs. our core.

Now that we have invested in some changes through a renovation model, we now are much more focused on “Wow, we’ve got some things now to test,” if you will. So, we’ve got to be a lot more focused on our test-and-learn research and getting feedback so that we can continuously improve that, because that is a sub-set of the chain right now.
We are, at the same time, wanting to keep moving the water level in the whole chain. That’s why you’ve also heard me describe that these customer trackers have broadened in the number of things we are doing with this brand value and customer sat levels. So, it’s kind of a three-tiered cake. Plus, doing it very consistently quarterly, so that we are able to manage our evolution. So, if we see things that go in a different direction, we know to go and jump on that.

Let me track back a second. I understand a key segment of your core shoppers has been African Americans and, increasingly, Hispanics. The Hispanic population is obviously a growth population that is incredibly important across all retail channels. How does Family Dollar use any special research tools or services to better understand these populations?

Dorlisa: The African American shopper has actually been our core shopper for a long time. We well over-indexed relative to her presence in our trade area. So, she tends to get well-accounted for in our research that we do on our core shopper.

The Hispanic shopper, though, is one that is a tremendous growth opportunity for us—as well as for most—when you look at the demographic trends and forecast out over the next 30-50 years. So, the Hispanic shopper is one that we have been partnering with many of our leading manufacturer suppliers on some deep-dive research into their categories. We have found that they are ahead of where we are in their understanding of that shopper. So, we work with them to get some baseline knowledge.

Then we have factored Hispanic as part of our R&D effort. So, starting with qualitative, I remember a couple of years ago when we went to Texas and were actually sending buses into Mexico to bring shoppers into focus groups because we knew that our shopper was coming across the border to shop in our stores. So, we’ve done qualitative work, we have done some in-store research and, at the moment, are using that to try to make sure that we speak to her in everything we do. We have not yet started making the adjustment in our assortment. But, in our speaking to her, whether it is through our marketing material or actually all of our major surveys—customer satisfaction or otherwise—are now translated into Spanish so that we can ensure that she is represented among our customers.

So, you are looking at unacculturated, semi-acculturated and acculturated Hispanic populations?

Dorlisa: Yes. Often where we’ve located our stores, we will tend to over-index for the unacculturated Hispanic shopper. That’s why bilingual research becomes very important. Bilingual research and bilingual signage in our stores. 

We’ve covered the types of research that are important. What types of tools, techniques, methodologies—you mentioned bussing people in from Mexico for focus groups, which I think is both ambitious and ingenious. How else are you using research tools, technologies, methodologies to achieve the goals that Family Dollar has set forth for itself, at least in the near term?

Dorlisa: We are very much fans of mixed methods. So, we couple qualitative and quantitative in many of the things we do, particularly if we are in the earlier stages of learning an idea. I could probably say both extremes. Early stage we often start R&D with qualitative and then drive to quant. Then later stage, if we are testing an idea in store, we are often going into the stores doing intercept work to really get her to tell us what she is thinking. At the same time, we are pulling basket data and saying: “What is she really buying and doing?” We are real fans of integrated points of insights. So, the more we can use proprietary qualitative and quantitative, link it with our panel research with a Nielsen, link it with our transaction log in our store, that helps us better understand what she’s saying and thinking and what she’s actually doing.

Your target is interesting and it’s sort of fluid. Are there any research techniques that you’re not using, but may be of interest for potential use in the future? You mentioned ethnography earlier. Perhaps a social media technique or even a video camera attached to someone’s head to see what they’re looking at in the store, etc. Any of this stuff?

Dorlisa: I can think of three things that we are in some stage perhaps talking about or thinking about, but from my perspective wish we could do more of. One is really being able to link how someone traverses our store, the path she takes, how long she lingers, which endcaps she sees, doesn’t see, with what actually goes on at the register. It’s something that if I look back to our first concept store in 2006, we took our first store and wired it up with 45 cameras so we could piece together these insights. Now, fortunately, that technology has advanced. So, we are on the cusp of working through a model to let us really have that video and transaction log link. So, we can have that better understanding of what she saw and what she chose to do about it.

You mentioned a great second one: social media. We are earlier stage in that and as we become more involved, we’re very intrigued by the kinds of research and learnings we can drive with social media and blogs.

The third thing I’d say we talked about before is might we, at some point, have a community of Family Dollar shoppers? Perhaps this would be an outgrowth of social media that would function almost like our in-house panel where we would have a group of core shoppers that could give us quick input on ideas and actions we were considering. It’s something we’ve talked about, but have not yet made the move to create. But, all these are ones that I have puzzled through that would be interesting additions to our staples.
You have some pretty loyal shoppers, it seems. So, I would think that a community would make a lot of sense.

Dorlisa: We do. In fact, I’ll give you one final anecdote on that very first piece of research that was done when I joined in 2004. We, of course, had no baseline around how many customers you had to screen to be able to get the numbers we wanted, how long it would take to interview them on the phone, etc. Our very first research supplier learned that we had shoppers that so loved us that they wanted to stay on the phone and talk a long time. So, I think they literally spent about twice the amount of time that they had allocated for the phone call.

That’s a researcher’s dream.

Dorlisa: For the person wanting the insights, it’s a great one. For the person who thought that they had committed to a certain amount of capacity to execute it, I think it was a nightmare. (Laughs)
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