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THOSE OF US WHO SEND up a flare for the help desk when our computers develop hiccups may never have heard of Newegg.com. But it's a fast-rising retail star among that portion of the population which isn't afraid to tinker under the hoods of their PCs, and one of the biggest online outlets for sales of components from some very major high-tech manufacturers such as Advanced Micro Devices (AMD).

That's because when Newegg was hatched, back in the dot-com drought of 2001, it offered computer do-it-yourselfers three things they hadn't gotten from an online component vendor before: wide selection, good prices and truly excellent customer service. Vice president Howard Tong assisted founder Fred Chang in conceiving and building the online store as a subsidiary of ABS Computer Technologies. He says launching an e-commerce company at the height of the Internet implosion might not have been such a bad thing.

“In a way it worked to our advantage because of all the other companies in the space that were just notorious for bad service, and horrible stories of customers getting the runaround,” he says. “We were able to come in, set new standards and be a real breath of fresh air.”

That customer service excellence comes partly from Newegg's logistical infrastructure. The City of Industry, CA marketer stocks inventory from suppliers in eight warehouses it owns around the country, and is able to ship 90% of its 30,000 daily orders within 24 hours. That's saying a lot when a firm has to pick and pack components rather than just fire out packaged systems.

Newegg consistently has gotten high marks for customer service and satisfaction. Last year its Web site tied for third in a major study of online shopping satisfaction by ForeSee Results, marginally lower than Netflix, Amazon and QVC.com, and tied with L.L. Bean.

But success brings new problems. With the back office running smoothly, Newegg decided last year that it was time to see about scoring more wallet share from those satisfied customers, many of whom were still navigating to the site from shopping engines and third-party referral sites. That often meant Newegg was paying to reacquire business. So what could the company do to draw more direct traffic and keep more of its sales?

One thing, Tong says, was to optimize its site to make it friendlier to the types of shoppers Newegg considers its sweet spot. Heavy-duty tech fanatics like to talk shop, and Newegg had from the earliest days featured customer product reviews. The site relaunch featured these more prominently and in ways search engines were more likely to pick up on. Manufacturers were given pages for additional product information and encouraged to create original content — more search-bot bait — or to append white papers, video clips or multimedia content.

Newegg also redrafted its wish lists, another early Web function, to make them easier for users to e-mail. They can be published in order to get feedback from the entire Newegg community.

And the company expanded its home page real estate by a factor of three, essentially providing visitors with four different home pages, each linked to the other. The shopping cart button was made bigger and more eye-catching, too.

But revamping an existing Web site can only do so much to get customers back, so Newegg went looking for a broader customer retention solution. The firm found it in Loyalty Lab, which despite its name provides a platform that can handle loyalty programs and clubs but also other customer retention tools — such as, in Newegg's case, e-mail marketing.

Effective e-mail marketing was one of those elements that Newegg's good fortune made too unwieldy to handle internally. “We tried doing it ourselves when we were smaller, and it was manageable,” says marketing director Stuart Wallock. “But as we grew and our customer mailing list reached 500,000, it became hard to administer and required more internal resources just to make sure the e-mails were getting through.”

So the company opted for a platform that would take care of those e-mail woes and offer headroom for future retention enhancements. It chose Loyalty Lab, a San Francisco CRM provider offering the capability to use e-mail to build repeat business and set up rewards programs, clubs and other features.

“Newegg is one of the fastest growing e-commerce sites in consumer electronics,” says Mark Goldstein, Loyalty Lab CEO and former president of BlueLight.com, Kmart's e-commerce site. “But it's been spending all its money capturing customers from search sites like Google, tech sites like CNET and shopping engines like Shopzilla. So most times someone bought from it, Newegg had to pay a fee to the acquisition partner.”

The e-mail program involves sending an average of two messages a week to customers, one about specific offers and product deals and another more general one with a newsletter tone. Both are assembled by Newegg, but often in collaboration with manufacturers, who see this contact as part of their merchandising effort with Newegg. For example, when AMD brought out its FX60 dual-core processor, Newegg made sure to send an e-mail containing product specs and pricing — secure in the knowledge that, unlike most of us, its best customers would know what that was.

But the tone is strictly Newegg, Tong says, and tailored to the company's best and most reliable techie buyers.

“We've held a mirror up to our customers and said, ‘We're geeks like you. We know you want the specifications for a product and its value in the system, and you want it without the fluff and the hype, and we're going to give it to you.’ These customers are our best viral evangelists, and we want these e-mails to be something they'll pass along to their friends and their departments.”

Newegg hopes in time to make its e-mail more customizable in both frequency and content. Right now it's concentrating on keeping the house list clean by processing opt-outs within 24 hours of notice.

Newegg is using only the e-mail part of Loyalty Lab's platform, but it plans to start a rewards program that will build customer loyalty. The opportunity to add retention features beyond e-mail was the main reason Newegg chose Loyalty Lab over other more vertical e-mail service providers.

“There are so many third-party tools out there: analytics tools, e-mail tools and whatnot,” Wallock says. “Consolidating those tools — or at least the retention tools of points, rewards and e-mail — was a big criterion for us in choosing a partner. Loyalty Lab might not have the deepest tool set out there for e-mail, but it has the basics that will allow us to do what we want to do now and also to layer on the points program in the future.”

What shape will that loyalty effort take? Tong says that's still being determined. But the need for such a program, and its possible benefits, are not in doubt at Newegg.

“We're fortunate in that we've always had a very loyal customer base right from the start,” he says. “We're a private company and haven't had a lot of money to do mass marketing, and yet we've grown tremendously. We've relied on that viral component, and I'd like to find out how we can further enhance that.

“A loyalty program could give us additional contact with customers, get us layered deeper. That way we could listen better to customers and determine if we're doing the right things or not.”
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