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Summary: This thesis provides a fundamental understanding of Polo Ralph Lauren’s current business operations and of 
current e-Commerce fulfillment models for luxury apparel brands in China.  An assessment of gaps was also conducted 
between current fulfillment operations of PRL and those of other luxury brands and 3PLs operating in China, specifically 
on delivery lead-time, last mile delivery options, end-to-end customer service, and return logistics.  Based on our findings, 
business and supply chain strategy recommendations were generated for PRL to offer best in class luxury fulfillment 
service, further strengthening its growth and brand image.   
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e-Commerce Fulfillment Models  
for Luxury Brands in Asia 

Key Insights 

 Customer segmentation is necessary for PRL to 
define and to deliver best in class fulfillment service 

 Shanghai is the recommended location for the 
distribution center   

 Multiple carriers are needed to deliver products to all 
customers 

 Customer service should be kept in-house 

 
Introduction 
Asia-Pacific countries have experienced a rapid rise in 
Internet usage in recent history. China, in particular, has 
seen 40% of its population (or 500M people) connect to 
the Internet in the past 10 years, and continues to 
experience an increase in its user base (see Figure 1).  
This large user base coupled with a rise in wealthy 

households and per capita spending is driving a 
dramatic increase in e-Commerce retail, specifically in 
the luxury goods space. Double-digit growth rate (see 
figure 2) in consumer base is projected per year 
between the present and 2015, with sales number 
projected to increase almost 30% year over year (Bain 
and Company, 2010).  
 

 
Figure 2 Current and projected number of luxury shoppers in Asia 

(Bain and Company, 2010) 

Polo Ralph Lauren (PRL), to continue its growth in 
China, is expanding aggressively through license 
reacquisition, retail store developments, and has set its 
vision to develop an e-Commerce business in China.  
 
Methodology 
Because B2C e-Commerce is a relatively new concept in 
China, few proven supply chain models exist to deliver 
luxury service throughout the country. To fully Figure 1 Internet Penetration Rate in China      

(Polo Ralph Lauren, 2011) 

 



 
understand the market complexity, we conducted 
interviews with luxury apparel brands and third party 
logistics providers (3PL) in China on their supply chain 
operations.  
 
Qualitative data from these interviews were gathered 
and compiled. Trends were then explored within the 
responses to look for strategic goals of the company, 
operational focus, as well as metrics for success.  These 
trends are then aggregated to present a high level snap 
shot of the practices that are currently done within the 
Chinese e-Commerce industry. Following an 
aggregation of the data, further analysis was conducted 
to determine whether these firm’s current practices fit 
with PRL’s corporate goals for its e-Commerce business 
within China. Lastly, we generated new ideas to improve 
supply chain services for luxury fashion. 
 
Analysis/Recommendation 
Based on our analysis, we present our 
recommendations for an e-Commerce fulfillment model 
to meet PRL’s operational values and corporate 
objectives of flexibility, minimal infrastructure investment, 
scalability, partnerships, and service.  
 
Distribution 
Our first recommendation is for PRL is to locate its 
distribution center in or near Shanghai, leveraging the 
brand’s established presence in the area and strong 
continual growth. Our study has shown (see figure 3) 
that with the distribution operation in the Shanghai 
region, PRL will be able to reach the most number of 
customers in the shortest amount of time at the lowest 
delivery cost.  
 

 
Figure 3 Using FedEx as the primary carrier, colored cities denote 
lowest shipping rate from respective DC.  
Red: Shipped from Beijing 
Green: Shipped from Guangzhou 
Yellow: Shipped from Shanghai 

 
Inventory Management and Risk Pooling 
Given considerations of inventory management and 
costs associated with DC operations, we recommend 
PRL to keep these functions in house to ensure high 
quality and to utilize the correct working capital 

appropriate for its e-Commerce business.  In addition, 
PRL should aggregate its sales forecasts in wholesale, 
retail, and e-Commerce, to create an overall forecast at 
the China country level.  This practice would allow for 
PRL to carry fewer inventories throughout its selling 
season, decrease its chances of stock outs at the SKU 
level, and quickly react to fluctuations in country without 
sacrificing the brand’s service level. 
 
Fulfillment 
All companies we interviewed have outsourced or are 
considering outsourcing their fulfillment operation to 3PL 
partners, namely Arvato, Om Log, NanYang and 
HongYing.  Because Fulfillment  is not one of PRL’s core 
competencies, and because there exists many capable 
fulfillment service providers in China, we recommend 
PRL to further assess these potential suppliers and 
outsource this part of the supply chain operation.  
 
Delivery 
Delivery in China is much like Europe in that there are 
many regions with different customs, regulations, and 
consumer expectations. These market characteristics 
pose a challenge in trying to find a delivery partner who 
can work across all of China. Our conclusion is that PRL 
will have to work with multiple carriers to reach all of its 
customers. The two carriers utilized the most amongst 
the companies we interviewed are FedEx and EMS. 
 
FedEx provides timely and consistent service, and has 
experience working with return logistics and COD while 
EMS is able to delivery to remote interior regions outside 
of FedEx’s network; therefore, both these companies 
PRL should strongly consider.   
 
Within in major city centers, PRL should leverage 
upscale locales such as PRL stores, high-end hotels, 
and country clubs to allow customers to pick up their 
online purchases. Upon pick up, customers should also 
have the ability to try on the product and return it for free 
on the spot if they are not satisfied. 
  
Premium Delivery 
To further provide a true luxury shopping experience, 
PRL should target the luxury role model customer 
segment (see figure 4), a group of consumers who make 
up only 1% of the luxury consumer population, but are 
projected to constitute 24% of total luxury spending by 
2015 (Atsmon, Dixit, Leibowitz, & Wu, 2011). We believe 
PRL has a lot to gain by engaging the luxury role model 
customer in its largest market regions with a 
differentiated service as these customers truly care for 
the shopping experience. 
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Figure 4 Luxury consumer type and spending breakdown  

(Atsmon, Dixit, Leibowitz, & Wu, 2011) 

We propose that PRL hire and train retail sales staff to 
provide a personal concierge service for its highest 
spend customers in its top performing cities. Customers 
would have the convenience and experience a true 
luxury service by specifying delivery times at their home, 
office, PRL store, or luxury hotel where a personal 
concierge would deliver their order with additional 
products to match. PRL can use this type of service to 
differentiate itself from competitors, up-sell its luxury role 
model customer, and strengthen customer relationships 
to continually offer better service.   
   
IT 
PRL should integrate its customer service database, e-
Commerce, and retail platforms. This will allow PRL to 
know who the customers are and how it can best serve 
them. In addition to managing communication online, 
PRL should facilitate for customers to speak and interact 
with staff, answering any questions and concerns over 
the phone. Another reason for an integrated IT system is 
to give customers up-to-date information on where their 
products are in the fulfillment supply chain, such as 
when product are shipped and expected delivery times.  
 
Mobile Technology 
Chinese consumers are increasingly using mobile 
devices to interface with the Internet and furthermore, 
they are shopping online from a mobile phone. China’s 
online population is not only going to be bigger than any 
other market, but is also adapting quicker to new 
technologies and Internet interfaces than people in many 
other markets. The challenge for PRL will be to keep up 
with these technologies; however, mobile applications 
present opportunities to increase product accessibility 
and marketing. 
 
Customer Service 
In order to provide the best experience for a customer, 
PRL should keep all the customer service in house. 

Understanding that e-Commerce customers differs only 
slightly from retail customers leads us to recommend 
PRL to utilize retail store marketing to promote its e-
Commerce business. 
  
To accomplish this, PRL should create a website that 
meets customer needs and preference, such as an 
online dressing room where customers upload an image 
of themselves, enter their measurements, and virtually 
try on different products. With the ability to mix and 
match their own outfits, the customer will also receive 
suggestions and style feedbacks from predetermined 
popular wardrobes. This customization will also help 
PRL shape demand by offering style suggestions to 
purge items that are slow movers in its inventory if 
certain matches are made within the selected wardrobe. 
  
Conclusion 
The opportunity for Polo Ralph Lauren to grow its 
business through e-Commerce in China is undoubtedly 
great. However, this is a new market for PRL, and 
launching successful e-Commerce business is far from 
simply creating a localized website. Successful e-
Commerce for PRL will require scalable distribution, 
flexible inventory, close to market warehouse, accurate 
fulfillment, speedy delivery, secure payment options, 
integrated information technology and best in class 
customer service. 
 
For these reasons we recommend PRL to keep the DC 
operation, inventory management, customer service and 
the premium last mile delivery in house. However, for its 
fulfillment operation, we believe it is best for PRL to 
outsource this to companies with local experience. As 
PRL grows and learns from its partners, it can look to 
take over these operations. This approach will allow PRL 
to increase the accessibility to its products, provide best 
in class service and minimize the time to market for its 
products. 

Core Luxury 
Buyer 45% 

9,000K

Luxury Role 
Models 1% 

200K

Fashion 
Fanatics 3% 

600K

Middle Class 
Aspirant 51% 

10,200K

Luxury Consumer Profile 2010
Luxury Consumer base - 20MM

Core Luxury 
Buyer 65% 
$6,110MM

Luxury Role 
Models 19% 
$1,786MM

Fashion 
Fanatics 5% 

$470MM

Middle Class 
Aspirant 11% 

$1,034MM

Luxury Spend Profile 2010 
Market size - $9.4B

Core Luxury 
Buyer 32% 

8,000K

Luxury Role 
Models 2% 
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Fashion 
Fanatics 5% 

1,250K

Middle Class 
Aspirant 61% 

15,250K

Luxury Consumer Profile 2015
Luxury Consumer Size - 25MM

Core Luxury 
Buyer 52% 

$14,040MM
Luxury Role 
Models 24% 
$6,480MM

Fashion 
Fanatics 7% 
$1,890MM

Middle Class 
Aspirant 16% 

$4,320MM

Luxury Spend Profile 2015
Market Size - $27B


