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Introduction

Down the dusty roads of Xi’an the motor scooters zoom, weaving around potholes and rickety bicycles, bip-bip-bipping their horns as they circle the city’s sixteenth-century bell tower. Xi’an, pronounced Shee-ahn, is one of China’s oldest cities, settled by humans since prehistoric times. From 221 BC to AD 907, Xi’an served on and off as the capital of the vast Chinese empire. The famed Silk Road, the trade route that linked the Far East to Europe, started there in the second century BC and turned the city, then known as Chang’an, into a throbbing metropolis of nearly two million and an epicenter for culture and politics. Painting, poetry, dance, and music thrived in Xi’an, and l’art de vivre—the refined art of living—was an essential component of everyday existence. Xi’an was so beautiful—with its elaborate Buddhist temples, mosques, bustling souks, and eighth-century walled imperial city—that Japan’s emperors used it as a model for their imperial capitals of Kyoto and Nara. It was said that Xi’an was as cosmopolitan and influential as Baghdad, Constantinople, and Rome. Many considered it the greatest city in the world.


It is hard to imagine today. With a population of 8 million, Xi’an is a small city by Chinese standards, compared to Shanghai (17.8 million), Beijing (15 million), and Chongqing (12 million). Unlike Beijing and Shanghai, which, thanks to China’s market reforms, have become vibrant international capitals, Xi’an suffers from the blight of communism. The people, many dressed in faded Mao suits, seem downtrodden. Nothing has been painted in decades; scooters are held together with string, tape, and hope; and everything is covered in dust and soot. The new wealth of China has not trickled down to Xi’an—at least not yet. It has some local industry—cotton textiles, chemicals, and high tech—but its most important business is tourism. Half an hour away by car is the site of the Terracotta Warriors, the eight thousand life-size soldiers and horses that were buried in the tomb of Shi Huang Ti (259–210 BC), the first emperor of Qin (or China), for more than two thousand years and discovered in 1974 by a farmer digging a well. Each year, more than twenty million tourists—primarily Chinese—travel to Xi’an to see the warriors, making the site one of the country’s most popular tourist destinations.

In April 2004, my husband and I traveled to China for the first time. I was there to cover the opening of Giorgio Armani’s new retail complex on the Bund, the waterfront promenade in Shanghai. Afterward, we went to Xi’an to see the Terracotta Warriors. We arrived in the spanking-new airport on the outskirts of the city and took a beat-up cab down the factory-lined highway and tenement-lined streets to the historic center. We checked in to the Hyatt Regency, one of the two “Western” business hotels at the time, and as we stood there in the polished marble lobby and plant-filled atrium, I remembered that the word Xi’an means “western peace”: the Hyatt seemed transplanted directly from any American urban center.

On the way to breakfast the first morning, we came across a couple of Chinese vendors selling clothes in a small conference room on the mezzanine. Not just any clothes: spread out across a half dozen folding tables were Gucci and Versace men’s loafers, Givenchy men’s shirts and socks, Versace sweaters, Calvin Klein underwear, Gucci sweaters with tags in them that read “Designed in Italy,” and hanging on a garment rack in the corner, a couple of Burberry men’s trench coats. Some of the items were obviously fake—several of the Versace shirts were labeled “Verla” in the same font—and I knew that Chinese factories turned out counterfeit goods of every sort. But some looked suspiciously authentic. I picked up the Gucci loafers. They were made of good-quality leather, well stitched, with a slight mod design to them, just like the shoes you find in Gucci stores on Rodeo Drive or Madison Avenue. My husband tried on one of the alleged Burberry trenches. It, too, was well made and with all the Burberry details just right. We asked the price. No one in the room spoke English, but a thin twentysomething Chinese girl pulled out a calculator and tapped out the price: $120. The regular retail price for a Burberry men’s classic trench is $850. My husband said he’d think about it. We stopped by the concierge desk to ask about the provenance of the goods. Most were legitimate, the concierge told us, and had slight defects, were from an overrun, or simply didn’t fit into the shipping container.

The next morning we went by the room to buy the trench. The entire operation had disappeared.

What, I wondered, was this all about?

The luxury goods industry, as it is known today, is a $157 billion business that produces and sells clothes, leather goods, shoes, silk scarves and neckties, watches, jewelry, perfume, and cosmetics that convey status and a pampered life—a luxurious life. Thirty-five major brands control 60 percent of the business, and dozens of smaller companies account for the rest. Several, including Louis Vuitton, Gucci, Prada, Giorgio Armani, Hermès, and Chanel, have annual revenues in excess of $1 billion. Most luxury goods companies that we know today were started a century or more ago as simple one-man or one-woman shops that sold beautiful handcrafted pieces. Today those companies still carry the founders’ names but are, for the most part, owned and run by tycoons who in the last two decades have turned them into multibillion-dollar corporations and omnipresent global brands. They cluster their stores on main city avenues, in airports, in outlet malls. Their advertisements fill magazines and blanket billboards. Their primary customers are upper-income women between thirty and fifty years old. In Asia, the customer base veers younger, starting at twenty-five.

Walk up to a luxury brand store and a dark-suited man with a listening device tucked in his ear will silently pull open the heavy glass door. Inside there is a hush as slim, demurely dressed sales assistants await you in a posh minimalist space in neutral tones with chrome accents. The first thing you’ll encounter are shelves full of the brand’s latest fashion handbags as well as its classic designs, displayed like sculptures, each lighted with its own tiny spotlight. Glass cases are filled with monogram-covered wallets, billfolds, and business card holders: the lower-priced, entry-level items aimed at aspirational middle-market customers. Chances are, the slim assistants will make the sale right there in the very first room. Through calculated marketing strategies and with the support of fashion magazines, luxury companies in the last ten years have created the phenomenon of the handbag of the season—the must-have around the world that will catapult sales and stock prices. Louis Vuitton’s sales of Japanese artist Takashi Murakami–designed smiling cherry purses were almost single-handedly responsible for double-digit growth for Louis Vuitton in the first quarter of 2005. The average markup on a handbag is ten to twelve times production cost. And Vuitton prices are never marked down.


Many luxury stores end right there: handbags and accessories. If it is a “flagship”—the industry word for a store that carries the complete range of products—then there will be a gleaming counter offering perfume and cosmetics. Perfume has, for more than seventy years, served as an introduction to a luxury brand. It has allowed folks who couldn’t afford the more expensive things in the shop to own a small piece of the brand’s dream. It also provides luxury brands with substantial profits. Cosmetics serve the same purpose but, like handbags, are more showy: pulling a Chanel lipstick from a handbag gives the instant impression of wealth and savoir faire.

In the next room—often upstairs or down in a converted basement—you’ll find a small selection of ready-to-wear clothes and shoes. Back in the old days, when luxury was still an intimate, elegant business for an elite clientele, shopping for clothes, be it couture or ready-to-wear, was a pleasurable affair. You chose what you liked, often during a fashion show or a personal viewing, retired to a spacious, comfortable dressing room, tried on the garments leisurely, and had the seamstress on hand to do whatever retouching was necessary. Couture and high-end department-store saleswomen were counselors and confidantes. They knew who was wearing what to which event, they knew what suited you, and they advised you accordingly. Today, by contrast, shopping for luxury brand clothing is an exercise in patience. Usually there are only a few pieces of clothing and only in the smallest sizes. This is where the slim sales assistants come in: they scurry into the back storeroom for ten, fifteen, twenty minutes to find your size, or perhaps another style that isn’t on the floor, or even a dress that no one else has seen. If it doesn’t please you, they scurry off again for another ten or twenty minutes. And so on. This, in the minds of luxury executives, is attentive, specialized service.

Whatever the purchase, you’ll walk out with a rope-handled paper bag in the brand’s signature color and with the brand’s logo emblazoned on the side. The product will be wrapped in tissue paper and, if it’s a handbag, wallet, or other leather item, stuffed into a soft felt pouch, also in the brand’s signature color.

And what will you have gotten?

The way we dress reflects not only our personality but also our economic, political, and social standing and our self-worth. Luxury adornment has always been at the top of the pyramid, setting apart the haves from the have-nots. Its defining elements—silk, gold and silver, precious and semiprecious stones, fur—have been culturally recognized and sought after for millennia. In prehistory, humans set themselves apart by decorating their furs with bits of bone and feathers. The Chinese enriched their appearance with silk embroidery as long as twelve thousand years ago, as did the Persians and the Egyptians in the second century BC.

The display of luxury signified one’s power and achievements and brought on both scorn and envy. “‘Is it a waste or not?’ was argued as far back as 700 BC,” Kenneth Lapatin, an antiquities curator at the J. Paul Getty Museum in Los Angeles, California, told me. The Etruscans wore gold and imported amber from the Baltics and had beautiful engraved gemstones like jasper and carnelian. But it was this love of luxury that led to their downfall, according to social conservatives of the era.

The Greek aristocrats, Lapatin explained, “were flashy. They’d wear their gold and their fancy clothing out and would be aped by the masses.” This drove the rich to live more opulently, simply “to stand out” from the ordinary folk. Rulers passed sumptuary laws—social restrictions that dictated what you could display in terms of wealth, usually clothing, jewelry, and other luxury items—thus preventing commoners from imitating nobles and reining in conspicuous consumption. “In some places, if you brought gold and jewelry to a sanctuary, you had to leave it as an offering,” Lapatin said. “You dedicated your luxury to the gods and often indicated your name through an inscription or label. And when people would go into the temple and see it, they would say, ‘What good taste and generosity he has.’” Faking luxury was considered the ultimate disgrace. According to one ancient tradition, the sculptor Phidias offered to build the statue of Athena in the Parthenon in Athens out of cheap materials—gold-gilded marble—but the proposal was vetoed by the Athenian assembly. “Shame! Shame!” its members cried, and insisted on gold and ivory. “They didn’t want to save their money,” Lapatin said. “They wanted to show it off.”

It was during the reign of the Bourbons and the Bonapartes in France that luxury as we know it today was born. Many of the luxury brands we patronize, such as Louis Vuitton, Hermès, and Cartier, were founded in the eighteenth or nineteenth century by humble artisans who created the most beautiful wares imaginable for the royal court. With the fall of monarchy and the rise of industrial fortunes in the late nineteenth century, luxury became the domain of old-moneyed European aristocrats and elite American families—such as the Vanderbilts, the Astors, and the Whitneys—who moved in closed social circles. Luxury wasn’t simply a product. It denoted a history of tradition, superior quality, and often a pampered buying experience. Luxury was a natural and expected element of upper-class life, like belonging to the right clubs or having the right surname. And it was produced in small quantities—often made to order—for an extremely limited and truly elite clientele. As Diana Vreeland noted in her memoir, D.V., “Very few people had ever breathed the pantry air of a house of a woman who wore the kind of dress Vogue used to show when I was young.”

When Christian Dior, considered by many to be the father of modern fashion, was interviewed by Time magazine in 1957, he pondered the importance of luxury in contemporary society. “I’m no philosopher,” he said, “but it seems to me that women—and men too—instinctively yearn to exhibit themselves. In this machine age, which esteems convention and uniformity, fashion is the ultimate refuge of the human, the personal and the inimitable. Even the most outrageous innovations should be welcomed, if only because they shield us against the shabby and the humdrum. Of course fashion is a transient, egotistical indulgence, yet in an era as somber as ours, luxury must be defended centimeter by centimeter.”

Dior believed that Europe was still the epicenter of luxury creation and production because of its steady stream of megalomaniacal kings and popes who, over the centuries, commissioned the construction of sumptuous palaces and cathedrals. “[We] inherited a tradition of craftsmanship rooted in the anonymous artisans who … expressed their genius in chiseled stone gargoyles and cherubs,” he said. “Their descendents—skilled automobile mechanics, cabinet makers, masons, plumbers, handymen—are proud of their métiers. They feel humiliated if they’ve done a shoddy job. Similarly, my tailors [and] seamstresses constantly strive for perfection.”

And there luxury stayed, a domain of the wealthy and the famous that the hoi polloi dared not enter, until the Youthquake of the 1960s. The political revolutions throughout the Western world at that time pulled down social barriers, including those that separated the rich from the rest. Luxury went out of fashion, and it stayed out of fashion until a new and financially powerful demographic—the unmarried female executive—emerged in the 1980s. The American meritocracy came into full bloom. Anyone and everyone could move up the economic and social ladder and indulge in the trappings of luxury that came with this newfound success. Disposable income has risen significantly in industrialized nations in the last thirty years. Both men and women have put off getting married until later in life, freeing them to spend more on themselves. The average consumer is also far more educated and well traveled than a generation ago and has developed a taste for the finer things in life.


Corporate tycoons and financiers saw the potential. They bought—or took over—luxury companies from elderly founders or incompetent heirs, turned the houses into brands, and homogenized everything: the stores, the uniforms, the products, even the coffee cups in the meetings. Then they turned their sights on a new target audience: the middle market, that broad socioeconomic demographic that includes everyone from teachers and sales executives to high-tech entrepreneurs, McMansion suburbanites, the ghetto fabulous, even the criminally wealthy. The idea, luxury executives explained, was to “democratize” luxury, to make luxury “accessible.” It all sounded so noble. Heck, it sounded almost communist. But it wasn’t. It was as capitalist as could be: the goal, plain and simple, was to make as much money as heavenly possible.

To realize this “democratization,” the tycoons launched a two-pronged attack. First they hyped their brands mercilessly. They trumpeted the brand’s historical legacy and the tradition of handcraftsmanship to give the products an air of luxury legitimacy. They encouraged their designers to stage extravagant or provocative fashion shows—at a million dollars a pop—to drum up controversy and make headlines. They spent billions of dollars on deliberately shocking advertising campaigns—Dior’s grease-smudged lesbian ads to sell purses, Yves Saint Laurent’s full-frontal male nudity shot to sell perfume—that made their brands as recognizable and common as Nike and Ford. They dressed celebrities, who in return told every reporter lining the red carpet which company had provided their gown, jewels, handbag, tuxedo, or shoes. They began to sponsor high-profile sporting and entertainment events such as Louis Vuitton at the America’s Cup and Chopard at the Cannes Film Festival. The message was clear: buy our brand and you, too, will live a luxury life.

Then the tycoons made their products more available, economically and physically. They introduced fashionable lower-priced accessories that most anyone could afford. They expanded their retail reach from the original polished-oak-paneled family shop and a few overseas franchises to a vast global network, rolling out thousands of stores that are as ubiquitous and approachable as Benetton or Gap. They opened outlets to sell leftovers at bargain prices, launched e-commerce sites on the Internet, and ramped up their share of duty-free retailing. In 2005, travelers purchased $9.7 billion worth of luxury goods, accounting for one-third of all global travel retail sales. And travel experts say it’s only going to increase: according to the International Civil Aviation Organization, annual global air traffic is expected to reach 2.8 billion passengers by 2015, up from 2.1 billion today.

Luxury companies funded the expansion of their reach by listing themselves on the world’s stock exchanges. Going public brings many advantages to a luxury company: it raises capital, elevates the brand’s status, creates management incentives such as stock options, and makes the company more transparent, thus attracting a higher caliber of executive management. But it also makes the company beholden to stockholders who demand increases in profits every three months. “Going public does force you to change the way you do business,” former Gucci designer Tom Ford told me. “It forces you to be aware of how you are spending and where it’s going, to make some short-term decisions because that’s what shareholders respond to, and to juggle the long-term benefits with the short-term.” To meet those profit forecasts, the luxury companies have cut corners. Some use inferior materials, and many have quietly outsourced production to developing nations. Most have replaced individual handcraftsmanship with assembly-line production, much of it done on machines. Simultaneously, most luxury companies have raised their brands’ prices exponentially, and many justify the move by falsely claiming that their goods are made in Western Europe, where labor is expensive. To further pump up their numbers, luxury companies have introduced cheaply made, lower-priced accessories—such as logo-covered T-shirts, nylon toiletry cases, and denim handbags—and expanded their range of perfume and cosmetics, all of which bring in substantial profits when sold in great volume. The average consumer certainly can’t afford a $200,000 made-to-order couture gown, but she can drop $25 on a tube of lipstick or $65 on a bottle of eau de parfum spray to have a piece of the luxury dream.

All this hyped-up marketing of dreams has made luxury companies wildly successful and their shareholders extremely happy. In their best year—1999—luxury indexes rose a remarkable 144 percent, according to the investment banking firm Bear Stearns. And analysts predict that luxury sales will soon surpass those record pre–September 11, 2001, levels. There have never been so many wealthy in the world. In 2005, there were 8.3 million millionaires—an increase of 7.3 percent over 2004—who possessed $30.8 trillion in assets, according to the 2006 “World Wealth Report” (published annually by Merrill Lynch and Capgemini). The Swiss bank UBS’s wealth-management division had an influx of $76 billion in new money in 2005, an increase of 57 percent in one year. NetJets, the private jet-share company, saw a business increase of 1,000 percent from 2001 to 2006. The private security firm Kroll reported that its business from clients with at least $500million in assets increased by 67 percent in just two years. And the “World Wealth Report” added that there has been a rise in “middle market millionaires” with assets of $5 million to $30 million.

But for some on the wrong side of this growth, those dreams are nightmares. Luxury brands are among the most counterfeited products today—the World Customs Organization states that the fashion industry loses up to $9.7 billion (€7.5 billion) per year to counterfeiting—and most of the counterfeiters’ profits fund illicit activities such as drug trafficking, human trafficking, and terrorism. Luxury incites other illegal activities, too. Japanese girls work as prostitutes in order to buy luxury brand handbags. Chinese “hostesses” accept shopping visits with their clients at luxury brand stores, which stay open until midnight, as payment for services rendered. The next morning, the hostess returns the purchase for cash, less a 10 percent “transaction fee,” thus inflating luxury brands’ sales figures in China and washing away any illegal cash transactions between the woman and her client. A true story, told to me over a summer lunch on the French Riviera in 2004: A rich, hip New York banker met a pretty Russian girl in the bar of the Hôtel Byblos in Saint-Tropez late one night and took her home with him. The next morning, she told him pointedly: “I could really use a new pair of Gucci shoes.” He understood immediately that she was a working girl and took out his wallet. “No,” she said, “Gucci shoes.” And to the store they went.

The tycoons’ marketing scheme has worked. Today, luxury is indeed democratic: it’s available to anyone, anywhere, at any price point. In 2004, Japanese consumers accounted for 41 percent of luxury sales, Americans 17 percent, and Europeans 16 percent. Expansion continues in India, Russia, Dubai, and of course China, luxury’s new El Dorado. While parts of China, like Xi’an, are still dusty and blighted, a new big-spending class is emerging at warp speed. When I visited the country in the spring of 2004, luxury companies considered China to be an immature market and an investment for the future. Eighteen months later, China accounted for 12 percent of all luxury sales—and this figure was expected to grow exponentially. Luxury companies are opening stores not only in Beijing and Shanghai but also in rapidly growing second- and third-tier cities such as Hangzhou, Chongqing, and even Xi’an. By 2011, China is expected to be the world’s most important luxury market.

And luxury’s barons have reaped the wealth. Bernard Arnault, chairman and CEO of the Paris-based luxury-brand group LVMH Moët Hennessy Louis Vuitton, is the most successful of them all. In 2006, Forbes named him the seventh richest man in the world, with a net worth of more than $21 billion. His fellow LVMH shareholders aren’t doing badly either. When Arnault took control of LVMH in 1990, it had sales of about $3.65 billion (about €2.8 billion) with net profit of $621 million (about €480 million). In 2005, it recorded $17.32 billion (€13.91 billion) in sales and net profit of $1.79 billion, or €1.44 billion. “ What I like is the idea of transforming creativity into profitability,” Arnault once said. “It’s what I like the most.”

The luxury industry has changed the way people dress. It has realigned our economic class system. It has changed the way we interact. It has become part of our social fabric. To achieve this, it has sacrificed its integrity, undermined its products, tarnished its history, and hoodwinked its consumers. In order to make luxury “accessible,” tycoons have stripped away all that has made it special.

Luxury has lost its luster.
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Chapter One

An Industry Is Born


“Luxury is a necessity that begins where necessity ends.”

— COCO CHANEL



Marc Jacobs is the most influential creative voice in luxury fashion today. As creative director of Louis Vuitton, the world’s largest luxury goods company, Jacobs oversees the studio that in the last decade has produced sumptuous and witty versions of the classic Vuitton monogram handbag—like the denim jacquard one trimmed in chinchilla—that have sold by the millions. Yet Jacobs sees what he does at Vuitton as the antithesis of luxury today. “The way I define luxury isn’t by fabric or fiber or the amount of gold bits hanging from it,” Jacobs says, sitting in his Paris office, sucking on his umpteenth cigarette of the day as his bull terrier Alfred gnaws on a soup bone. “That’s an old definition. For me, luxury is about pleasing yourself, not dressing for other people.”

The contradiction between personal indulgence and conspicuous consumption is the crux of the luxury business today: the convergence of its history with its current reality. For most people, Louis Vuitton represents true luxury. The suitcase or handbag covered with its intertwining LV logo implies that its carrier appreciates the fine-quality craftsmanship, has the money to afford it, and travels in the same circles as other Louis Vuitton customers—in first class. Long ago, that assumption was true. Louis Vuitton supplied kings and queens, high-society matrons, and business titans. It was the luggage of the rich and famous. Today, however, millions of people from a wide range of economic backgrounds own Louis Vuitton products, ranging from a $120 money clip to a trunklike humidor that holds a thousand cigars. Louis Vuitton is the greatest example of what executives in the fashion business call democratic luxury: it’s big, it’s broad-reaching, and it sells wildly expensive stuff that nobody really needs. “When you look at [Louis Vuitton], you see it is mass-produced luxury,” Jacobs tells me. “Vuitton is a status symbol. It’s not about hiding the logo. It’s about being a bit of a show-off.”

Louis Vuitton is the cornerstone of a publicly traded luxury conglomerate called LVMH Moët Hennessy Louis Vuitton—or LVMH for short—run by French tycoon Bernard Arnault. In 2005, it had more than fifty brands—including Moët & Chandon champagne, Givenchy couture, and Tag Heuer watches—fifty-nine thousand employees and seventeen hundred stores, and did $18.1 billion (€14 billion) in sales and made $3.5 billion (€2.7 billion) in profits. Its flagship is Louis Vuitton, which does an estimated $3.72 billion in sales annually, accounting for approximately one-quarter of the group’s total business. Vuitton is the McDonald’s of the luxury industry: it’s far and away the leader, brags of millions sold, has stores at all the top tourist sites—usually steps away from a McD’s—and has a logo as recognizable as the Golden Arches. “Luxury is crossing all age, racial, geographic and economic brackets,” Daniel Piette, an LVMH executive, told Forbes in 1997. “We’ve broadened the scope far beyond the wealthy segments.”


The heart of Louis Vuitton is the trunk. Back in the mid-nineteenth century, when Louis Vuitton started his business, trunks were an integral part of travel, like suitcases on wheels are today. A traveler left for months at a time, with as many as fifty trunks in tow filled with everything from petticoats to porcelain. Today Louis Vuitton makes about five hundred trunks annually. Rarely are trunks used for travel anymore. If so—and it’s usually for nostalgic reasons—they’re often sent ahead by mail or boat, or loaded on private jets. More often Louis Vuitton trunks, old or new, are displayed in homes like art or used as shelves, coffee tables, or bars.

Louis Vuitton trunks are still made more or less the same way they were 150 years ago, mostly at the Louis Vuitton compound in the working-class Paris suburb of Asnières-sur-Seine. Entering the Vuitton compound is like stepping from drab, monochromatic Kansas into the rich Technicolor world of Oz. Across a thick green lawn framed by strong old trees and well-tended rose beds sits a simple two-story white stucco country house with gingerbread trim and a silvery zinc roof. Louis Vuitton, a hardworking artisan of humble roots, built the place in 1859 to move his family out of filthy, crowded Paris. Out back is a century-old, two-story, L-shaped workshop where 220 artisans build hundreds of trunks and sew thousands of handbags every year. It is one of fourteen official sites—eleven in France, two in Spain, and one in San Dimas, California—where Vuitton leather goods are produced.

The trunk’s structure is built out of okoumé, a hard, lightweight wood from Africa, by craftsmen in the big lumber shop on the ground floor. For the hinge, Vuitton craftsmen glue a piece of sturdy canvas to the inside, and another on the outside. Louis Vuitton invented this method in 1854 to replace the bulky metal brackets of the period. The canvas hinge doesn’t break, opens and closes easily, and creates a flat surface on the back of the trunk. The trunk’s exterior material—usually Vuitton’s waterproofed monogram or Damier check canvas—is glued onto the wood box and hinge. The corner covers are made of brass or of leather shaped by hot and cold pressure in a mold. The edge trim, known as lozine, is made of many layers of paper and cloth pressed together and dipped in a zinc solution. Upstairs, workers nail on the poplar belts around the middle, the lozine trim on the edges, the corner covers, and the hardware. The banging is so loud that most of the eight workers in the “hammering department” wear earplugs. The lining, made of a pearl gray cotton canvas called Vuittonitte, or a synthetic suede called Alcantara, is glued inside; khaki woven cotton straps that read “Louis Vuitton” are attached to hold items in place. The trunk is then cleaned up, inspected, and sent off to be packaged and shipped.

Thousands of handbags are made at the Asnières compound each year as well. The steamer bag—originally designed in 1901 as a laundry sack for steamship travel and today one of the Vuitton’s most popular items—is made by hand. Steamer bags, handbags made of exotic leathers such as crocodile and ostrich, and special-order items are all made by one artisan rather than on the assembly line. Vuitton gets about 450 to 500 special orders each year. Some are simply new editions of an existing model, like the trunk bed first designed for French explorer Pierre Savorgnan de Brazza in 1868 for his African travels through the Congo; others are a reworking of something that already exists, like a jewelry box covered in an exotic skin instead of the monogram toile, or something designed to the customer’s specs. When I was in Asnières, one artisan was finishing up a tennis bag in Damier canvas that holds two rackets; it took two weeks to produce and would be the only one in the world.

The rest of Vuitton’s production is assembly-line work, most of it done on machines. In a big sunlit room on the second floor, a dozen seamstresses were running up hundreds of LV monogram denim Pleaty handbags on their machines. These bags would sell for $1,150 apiece and be so popular they’d be back-ordered within weeks. “High profitability comes … in the atelier—the factory,” Bernard Arnault once explained. “Production is organized in such a way that we have unbelievably high productivity. The atelier is a place of amazing discipline and rigor. Every single motion, every step of every process, is carefully planned with the most modern and complete engineering technology. It’s not unlike how cars are made in the most modern factories. We analyze how to make each part of the product, where to buy each component, where to find the best leather at the best price, what treatment it should receive. A single purse can have up to 1,000 manufacturing tasks, and we plan each and every one.”

Today, there are three Vuitton family members employed by the Louis Vuitton company: Patrick-Louis, a fifth-generation descendent of the founder, who oversees special orders and serves as a house ambassador; his youngest son, Benoit-Louis, born in 1977, who is watch special orders manager at the headquarters in Paris; and Pierre-Louis, his oldest son, who works as a craftsman in Asnières. I ran into Pierre-Louis as I visited the workshop in the spring of 2006. Pierre’s a kind-looking fellow, rather pale, with hazel eyes, closely clipped dark hair, and protruding ears. He was dressed in a white lab coat over a checked shirt and jeans. On the pocket of his coat was an LV logo embroidered in brown thread. He was walking some bits of canvas for jewelry boxes from one station to another. Pierre had joined the company about a year and a half earlier, after a short stint in computers. He had visited the Vuitton factories in the provinces and was so moved by the craftsmanship that he asked Vuitton owner Bernard Arnault for a job. Arnault said, “Of course.”

“I love this company,” Pierre told me. “It’s in my veins.”

And then he got back to work.

Luxury as we know it today is rooted in old Europe’s royal courts—primarily those of France, which set the standards for lavish living. In the seventeenth century, French king Henri IV’s second wife, Marie de Medicis, wore for the baptism of one of her children a gown embroidered with thirty-two thousand pearls and three thousand diamonds. Louis XIV dressed in satin suits with velvet sashes and frilly blouses, high-heeled shoes or boots, and wigs of flowing curls topped with ostrich-plumed chapeaux. To maintain control over his courtiers, he dictated to them what they could wear, when to wear it, and how to wear it. He declared what height necklines should be, and the length of gown trains. To please the king, the ladies of the court wore wigs so tall that their servants stood on ladders to assemble them.

Madame de Pompadour, the mistress of Louis XV, personally encouraged and supported the luxury artisans and helped found the Sèvres porcelain factory to provide the Château de Versailles with its royal services. Louis XVI’s wife, Marie-Antoinette, overran her annual clothing budget of $3.6 million by buying gowns encrusted with sapphires, diamonds, silver, and gold—but according to observers, it was money well spent. She was “an object too sublime and beautiful for my dull pen to describe,” wrote John Adams, a U.S. diplomatic envoy to France in the late 1770s and later the second American president. “Her dress was everything that art and wealth could make it.” Napoleon’s wife, the empress Josephine, spent half of the $15 million France earned selling the five-hundred-million-acre Louisiana territory to the United States in 1803 on clothes in ten years. “French fashions must be France’s answers to Spain’s gold mines in Peru,” declared Louis XIV’s finance minister Jean-Baptiste Colbert, for whom today the Committee Colbert, the French luxury brand trade association, is named.

It was in the world of nineteenth-century French aristocracy that Louis Vuitton was able to rise from nothing to the world’s most famous luxury travel brand. Louis Vuitton himself was born in 1821 to a family of farmers and millers in the Jura, a mountainous region at the foot of the Alps in eastern France. At the age of thirteen, Vuitton set out by foot for Paris, then the city of opportunity. The 292-mile trek took two years; along the way, Louis earned his keep by working as a stable boy or kitchen hand. When he finally arrived, Paris was a booming town of one million, a city of opulent palaces and horrific slums. “Here you find at the same time the greatest luxury and the greatest filth, the greatest virtue and the greatest vice,” the pianist Frédéric Chopin wrote to a friend, according to Paul-Gérard Pasols in his book Louis Vuitton: The Birth of Modern Luxury.

Vuitton became an apprentice to a master trunk maker named Monsieur Maréchal on the corner of the rue Saint-Honoré and the rue du 29 Juillet—the site today of the trendy fashion boutique Colette. In 1854, Vuitton quit, opened his own business on the rue Neuves-des-Capucines (now known simply as the rue des Capucines), and set about reworking the basic design of the trunk. He changed the traditional domed lid to a flat top (to allow for easy stacking on the backs of coaches) and replaced the leather, which turned moldy and cracked, with lightweight poplar covered with a waterproof dove gray cotton canvas he developed called Trianon gray, after the Grand Trianon Palace at Versailles.

Trunk makers back then not only built trunks but also packed and unpacked them. Throughout the mid-1800s, women wore voluminous gowns with layers of petticoats known as crinolines, made of wool and horsehair, under their skirts or, later, with bustles. The master of such creations was a young Englishman named Charles Frederick Worth, an acquaintance of Louis Vuitton’s who had a dress shop in Paris on the rue de la Paix. Today Worth is known as the father of haute couture. Rather than producing dresses to order like his confreres, Worth designed seasonal collections from which his clients could choose. He was one of the first to stage fashion shows to present his collections, and the first to put a signature label on his clothes. He became luxury fashion’s first true arbiter of style: he dictated what the fashion would be, and the public followed. “Women will stoop to any depths to be dressed by him,” wrote historian Hippolyte Taine at the time. “This arid, nervous, dwarfish creature receives them nonchalantly, stretched out on a couch, a cigar between his lips. He growls, ‘Walk! Turn! Good! Come back in a week and I will have an appropriate toilette for you!’ It is he, not they, who chooses. They are only too content to be dominated by him—and even so they need references. ”Worth’s dresses required some fifteen yards of fabric—such as floss silk, painted chiffon, or lamé gauze—and could take three to four hundred hours to embroider. Buttons were embroidered, too, each one requiring three to ten hours of work. His dresses were so popular that he could have a team of thirty seamstresses working full-time for one client all year long. His prices were stratospheric, his vanity legendary: he considered himself a “great artist,” on par with Delacroix. He snidely dismissed clients who questioned his skills, and shamelessly catered to aristocrats above all others. Vuitton so excelled at packing these delicate frocks and baubles that he became the official packer and trunk maker for the empress Eugénie, the extravagant Spanish-born wife of Napoleon III. Having her royal warrant was the ultimate seal of approval.

Louis Vuitton’s business was doing well enough that by 1859 he needed to expand. He bought an acre of land in Asnières, a northeastern suburb situated on both the rail line to Paris and the river Seine, which allowed for easy receipt of raw materials as well as easy shipping to the store, and constructed a workshop of brick and glass with iron frames and trusses, like those used by French architect Victor Baltard at Les Halles. On the ground floor, Louis had about twenty artisans making trunks. Upstairs, he had a small apartment where he would stay when visiting the site.

Today, that two-room space serves as the Louis Vuitton Museum of Travel, which can be viewed only by appointment. The windowless gallery is clean and modern, with high-gloss blond wood floors; it traces the evolution not only of Vuitton but also of modern luxury goods. The tour begins with a stack of four old beat-up trunks. The first is the revolutionary Trianon Gray. Shortly after it was introduced, it was copied by the competition. So Louis Vuitton came up with a new canvas design—the second trunk—of red and beige stripes. He later changed the stripes to brown and beige, which have been the house’s signature colors ever since. The third trunk on display is a chocolate brown and beige checkerboard print known today as Damier, designed by Louis’s thirty-one-year-old son, Georges, in 1888. The words “Marque Louis Vuitton Deposée”—or “registered trademark”—were written in white inside a few of the checks, thus launching luxury branding. And the fourth trunk is the monogram pattern of interlocking LVs interspersed with naïf-style diamonds, stars, and flowers, which Georges designed in 1896 also in response to counterfeiting and registered it as a trademark in 1905. No one knows for sure where Georges found his inspiration, though it is believed that the blossoms came from the Japonisme movement of the late nineteenth century. What is certain today is that the Japanese adore the Vuitton monogram. By 2006, 40 percent of all Japanese owned a Vuitton product, primarily from the monogram line.

At the end of the nineteenth century, monarchy around the world was giving way, through social or bloody revolution, to more equitable—or democratic—societies, and the Industrial Revolution made inventors and entrepreneurs as rich as kings. This allowed the increasingly wealthy bourgeoisie to share the lifestyle and tastes of the aristocracy—and they did, wholeheartedly. As American economist Thorstein Veblen argued in his famous treatise The Theory of the Leisure Class in 1899, spending became the way people established their social position in an affluent society. American Industrial Revolution families such as the Carnegies, Fords, Vanderbilts, Rockefellers, Guggenheims, Pierpont Morgans, and Hearsts showed their social might by building gargantuan homes filled with uniformed staff and European antiques, underwriting public institutions such as libraries and universities, and buying gobs of luxury goods. In Europe, most reigning monarchy had been abolished, but not the aspiration to emulate it. Aristocrats continued to live grandly, as before, and a new bourgeoisie spent liberally to acquire all the same trappings, from fully staffed manor houses to complete sets of Vuitton luggage.

To keep up with the demand at Vuitton, Georges added another two rows of workshops in Asnières. He opened a shop in Nice—a favorite winter destination on the French Riviera for wealthy English, Russians, and Americans—moved the Paris store from the Opéra district to the far-wealthier Champs-Élysées, and negotiated distribution deals in the United States. Soon Vuitton became the luggage of choice for such Hollywood stars as Mary Pickford, Marlene Dietrich, Lillian Gish, Ginger Rogers, and Cary Grant. Among the star pieces in the Vuitton museum collection is actor Douglas Fairbanks’s smart Roma suitcase from 1925, covered with natural cowhide and lined with pigskin.

It was a glamorous time, perhaps the last true golden period for luxury, and you can feel the gaiety and refinement in the Vuitton collection in such items as singer Marthe Chenal’s crocodile toiletry case with tortoiseshell-handled grooming utensils; crystal flasks with gold stoppers; and the ever-popular drawstring Noé bag, designed in 1932to hold five bottles of champagne—four upright and a fifth upside-down in the center. “In those days, fully furnished houses meant fully stocked households,” wrote Maria Riva in Marlene Dietrich: By Her Daughter, of a home Dietrich rented in Los Angeles in 1930. “Our inventory lists never had fewer than eight complete dinner services for fifty, six separate lunch and tea services, all of bone china, dozens and dozens of crystal goblets, and linen enough to stock Buckingham palace. This house also boasted fourteen-karat gold cutlery; the sterling silver was for lunch.”

In the 1920s, France’s luxury fashion business was composed of an astounding three hundred thousand workers, including cutters, fitters, seamstresses, embroiderers, furriers, shoemakers, weavers, spinners, and milliners. In five years in the 1920s, the esteemed embroiderer Albert Lesage turned out fifteen hundred elaborate pieces for the Paris couture house Vionnet. In the 1930s, Lesage used hand-blown Murano glass to make flowers to decorate dresses, and couturier Elsa Schiaparelli flecked her gowns with semiprecious jewels set in gold. At Chanel, the atelier turned out hundreds of glittering gowns for the smart set. Diana Vreeland remembered ordering one: “The huge skirt was of silver lamé, quilted in pearls, which gave it a marvelous weight; then the bolero was lace entirely encrusted with pearls and diamanté; then underneath the bolero was the most beautiful shirt of linen lace. I think it was the most beautiful dress I’ve ever owned.”

That all changed with World War II. When the Germans arrived in Paris in 1940, many luxury businesses and couture houses—including Chanel—closed shop. But couturier Lucien Lelong, head of the French couture association at the time, persuaded several to remain open to save jobs and preserve pride. During the Occupation, the Germans ransacked the association’s headquarters and confiscated its archives. They closed some houses—Madame Grès and Balenciaga among them—and tried to shut down the industry fourteen times. Their plan was to move couture houses to Berlin and Vienna, which were to be Europe’s new cultural capitals. Lelong and his confreres would have nothing of it. “You can force us to do anything you like,” Lelong declared, “but Paris haute couture will never move, neither as a whole nor bit by bit. Either it stays in Paris or it ceases to exist.” To keep going, some luxury companies and couture houses sold their products to the wives of German officers and collaborators. Vuitton was among them. It is a part of the family history that the company does not mention anywhere. In fact, it was effectively buried until Vuitton biographer Stéphanie Bonvicini exposed it in her book Louis Vuitton: une saga française, in 2004.

The Vuittons were as divided as France. Georges’s grandson Claude-Louis joined the Second Armored Division in 1944 and fought against the Germans. Granddaughter Denyse Vuitton’s husband, Jean Ogliastro, was sent to a concentration camp, and survived; a cousin named René Gimpel, a respected art dealer, died while being deported in January 1945. Their father, Gaston-Louis, however, sided with French general Philippe Pétain’s German-backed government in Vichy for both political as well as business reasons, and instructed his oldest son, Henry-Louis, to work with Pétain’s regime to keep Vuitton going. The company had a store on the ground floor of Vichy’s elegant Hôtel du Parc next to other luxury goods shops, including the jeweler Van Cleef & Arpels. All were shut down by the Germans except Vuitton. Furthermore, Vuitton opened a factory to produce propaganda items, including more than twenty-five hundred busts of General Pétain, and Henry-Louis was decorated by Pétain’s regime for his loyalty.

When the war concluded, it took some time for the luxury business to get going again. Materials were scarce, and some workers never came home. Most shuttered houses started up again and a few new ones opened, including Pierre Balmain, Givenchy, and Christian Dior; the latter kicked off the revival of couture with his New Look in 1947. “The styles [during the Occupation] were incredibly hideous and I couldn’t wait to do something better,” Dior said. “I revived the ripe bosom, the wasp waist and the soft shoulders, and molded them to the natural curves of the feminine body. It was a nostalgic voyage back to elegance.”

French actress Leslie Caron remembers the period well. In 1953, fresh from her success in An American in Paris, the twenty-one-year-old Caron was escorted to Dior by her former ballet master Roland Petit because, he told her, “you need to be dressed properly.” As Caron told me one summer evening in the salon of her Left Bank apartment in Paris, “It was as important to be well dressed as it was to be educated, have good manners, eat well.”

Caron and Petit met with Christian Dior and his head vendeuse at the avenue Montaigne headquarters salon. “Roland knew very well the première vendeuse, who was a grande dame de la societé—the vendeuses moved in those circles,” Caron said. “They knew what to wear to which event and wouldn’t let any dress be worn by two clients for the same event. Never. And they had great authority. When they said, ‘No, darling, that simply does not suit you!’ you listened.” After picking out a white satin duchesse gown with a knot in the front and a little black velvet dress trimmed in grosgrain, Caron, like so many others, became a devoted couture client.

More than two hundred thousand women worldwide wore couture in the 1950s. It was an expected part of a bourgeois woman’s everyday life. Today, in comparison, a mere two hundred women worldwide buy haute couture. Suits start at $25,000, gowns $100,000, and are worn sparingly. I remember Ivana Trump telling me in 1988 that she wore her couture gowns a couple of times in New York and Palm Beach and then, rather than be accused of the social faux pas of being seen too many times in the same outfit, sent them to her mother in Czechoslovakia. And this was before the fall of the Berlin wall.

Buying couture in the postwar years was an exercise in high protocol. Twice a year, Dior sent out three hundred gold-embossed invitations to good clients, magazine editors, reporters, retailers, and celebrities to attend the showing of Monsieur Dior’s latest creations, which were presented each January and July in the couture salons of the early-nineteenth-century gray granite headquarters—or “house”—at 30, avenue Montaigne. Guests were seated in rows of delicate chairs; behind them in alcoves sat giant urns of roses, gardenias, and carnations whose scent perfumed the air. The shows started precisely on time, and no special accommodations were made for latecomers. Once the duchess of Windsor arrived after the show began and was relegated to the staircase.

The swanlike models glided regally through the gold and olive rooms as an announcer called the name and number of the dress or suit, paused under the enormous crystal chandeliers, posed arms akimbo, twirled with great purpose, effortlessly slid off the jacket or wrap, twirled again, and continued. The American and European department store and boutique retailers seated in the front row scribbled potential orders in their notepads, and the chic Parisian and celebrity clients—many dressed in last season’s Diors with pearl chokers, hats, and gloves—occasionally nodded approvingly. Shows lasted three hours; today they’re twenty minutes—half an hour is considered long. The show concluded with a elaborate bridal gown, and the models would receive a thunderous applause punctuated with “Bravo!” and “Magnifique!” Dior himself was rarely there. “After all the horrors of preparing a collection,” he explained, “I wouldn’t think of attending a show.”

After the show, Caron remembers, “if you decided to buy, you stayed. The ladies would be strewn out in the big salon, and there were several salons. The vendeuse called and asked the mannequin to put on the dress you liked. You looked at it, at all its sides, and you’d say, ‘I like it, but I’d like it longer, shorter, whatever.’ Then you had a rendezvous and you went into the cabines”—or dressing rooms—“and there were three fittings for each dress.”

The Parisian clients were, as Dior himself put it, “singularly difficult.” “At a fitting she behaves like a contortionist,” he told Time magazine in 1957. “She stands up, sits down, bends and wriggles around; actually she is testing a dress because, she knows, an unhinged strap or a clasp could mean disaster at a fancy soirée. Often she brings along her husband or her lover, and they fidget as well over stitches, seams and buttonholes. They exasperate us, but we cannot afford to ignore their fussing, however petty it may seem. Unless they leave chez Dior in complete self-confidence, we have blundered and our image will be tarnished as a consequence.”

The couturiers were often personally involved in fittings, and the clothes were constructed solidly so that they could be worn often and for years. “A dress or a suit was built on you, taking into consideration your own shape and above all, made to make you feel comfortable and at your best. You could relax and think of something else,” Caron said. “The dress behaved well, served you well, whether you stood or sat for long hours. Dior, Marc Bohan, Givenchy, Yves Saint Laurent would ask you, ‘What are you going to be doing in this outfit? Do you need to run or dance? Don’t choose velvet if you’re going to sit long hours at a gala, it makes a mark on the seat. Let’s not make it tight at the seat, it wrinkles when you stand. This length is good for you, that one is not.’

“Sometimes you see women today wearing suits where the arms are tight,” she told me. “I think, ‘Oh my God. Nobody knows that you have to take into consideration the upper arm!’” She picked up the catalog from the sale of some of her vintage couture at Sotheby’s in June 2006 and flipped it open to a photo of a Saint Laurent red and pink wool tweed suit that she wore in the 1965 film A Very Special Favor to show me what she meant. “Look how beautifully molded it is,” she said. “It fits just exactly to your measurements.” Then she pointed to a picture of her in a Saint Laurent tangerine silk and sequin gown presenting Mike Nichols with the Best Director Oscar in 1968. “This was a difficult dress to make because there was no bra,” she explained. “It was silk jersey and it was worked in a way so there were no seams. That takes a lot of imagination. Couturiers had their tricks.” She turned a few more pages to a photo of Saint Laurent’s famous pop art minidress from 1966: simple shifts made of geometric and flowing shapes in Crayola-like colors. The form, she said, “was all in the wave, which was all different pieces. The advantage is, the bust is worked in the seam and there’s a lining, in Jap silk. Everything was lined in Jap silk. This had a complete underdress in Jap silk.”

Couture houses sold their patterns to American department stores such as Saks Fifth Avenue in New York or I. Magnin in San Francisco for one-year reproduction rights. That way, American society ladies who couldn’t make the trip to Paris could order up a new couture creation in their hometown. It wouldn’t be a Paris creation per se, but pretty close. And the American department stores did their best to re-create the ambiance of the Paris couture salons, with private fittings in spacious dressing rooms. Middle-market garment manufacturers would pay a fee—in 1957, it was $2,000—plus royalties to Dior to incorporate elements of Dior’s design into dresses and suits that retailed for $50 to $60 in the United States. “If you don’t come to Paris, you’re missing the boat,” one New York ready-to-wear manufacturer said at a Dior show in 1957. “There are more ideas in a thimble here than in all of America.”

Dior understood that the middle market was the future of luxury fashion, and sold not only his ideas but also his name to companies that could spread the Dior gospel to those who could not afford a made-to-measure frock. He started with American-made stockings, since the French industry still hadn’t quite recovered from the war. “I have the girls wear American stockings,” Dior told his backer Jacques Rouët in 1948. “Why not use our own name?” Dior hosiery was born, as was the notion of licensing of fashion as a viable business option.

The Walt Disney Company turned licensing into a megabusiness in the 1930s and 1940s by having outside companies produce Mickey Mouse books, toys, and other kitsch. Dior saw licensing as a way to extend a luxury brand business to a wider audience without taking on the cost or management responsibilities. Dior contacted leading manufacturers in particular domains and negotiated deals for them to produce items with Dior’s name. In return, Dior was paid a royalty on the sales. By 1951, Dior had licenses for handbags, men’s shirts, gloves, scarves, hats, knitwear, sportswear, lingerie, and even eyeglasses.

Soon licensing was the hottest business move in the luxury fashion business. Couturiers licensed their names for perfumes. In 1959, Pierre Cardin, a former Dior assistant who started his own business, revolutionized fashion by licensing the mass production of women’s designer ready-to-wear. Instead of going to a department store to have a Cardin dress made for you with the store’s label inside, you could buy it off the rack and it would bear the label “Pierre Cardin—Paris.” Cardin’s name was stamped on everything from umbrellas to cigarettes, making his signature a coveted logo.

Another former Dior assistant—and later Dior’s heir—Yves Saint Laurent, took licensing one step further in 1966 by introducing a lower-priced ready-to-wear line called Rive Gauche that targeted young people. Rive Gauche changed the fashion paradigm. Before it was simple: couturiers made exquisite clothes and sold a bit of perfume and some accessories. Now there was a new pyramid model: made-to-order couture on the top for the truly rich, ready-to-wear by the same designers for the middle class, and a broad array of fragrances and accessories for those at the bottom. With the advent of licensing names, the fragrance business began to grow, and couture diminished rapidly.

“I stopped buying couture because, frankly, it was considered really old-fashioned,” Leslie Caron told me. “I remember one of the fashion magazines asked me to do a layout in about 1968, and they came up with people I had never heard of like Biba. You were supposed to look like a flower child. You couldn’t wear hats anymore, you couldn’t wear gloves or a bra, and you looked really old-fashioned if you wore couture dresses.”

Master couturier Cristobal Balenciaga was so disillusioned by the dressing down of society that he abruptly announced the closure of his house. “I was staying with Mona Bismarck in Capri when the news came,” Diana Vreeland recalled in her book. “Mona didn’t come out of her room for three days. I mean … it was the end of a certain part of her life!”

It was also an end to a certain part of the luxury business. From then on, luxury was no longer simply about creating the finest things money could buy. It was about making money, a lot of money. Couturiers licensed their names liberally, and not just on perfume and eyewear. Givenchy and Pucci both did special designer editions of Lincoln Continentals. Quality dropped. “I bought ready-to-wear made of really bad quality material for a while,” Caron remembered. “I have pictures of me going to the Oscars or premieres in really horrible rags that were considered fashionable.” Service evaporated. “Bloomingdale’s is the end of shopping because there isn’t anyone to wait on you,” Diana Vreeland wrote in 1984. “Then you see a man; you think he’s a floor-walker: ‘I’m sorry, lady, I can’t help you. I’m like you, I’m just looking for somebody to help me.’ So you go out into the street with tears in your eyes: you’ve accomplished nothing and you’ve lost your health! … Or I go into, say, Saks Fifth Avenue, and there on a rack on wheels are two dozen $5,000 dresses. On a rack! It shocks me … $5,000 dresses, dangling there … Of course a lot of people enjoy the variety. They go home empty-handed. But they’ve shopped. It’s a sport.”

Vuitton was out of step with the times, and this is evident when visiting the museum. From the postwar era to the early 1980s, there is little on display. Henry-Louis, who was in charge of sales, and Claude-Louis, who oversaw production, were gatekeepers, not innovators. Vuitton made old-fashioned luggage the old-fashioned way for a limited—and aging—clientele. The business foundered, the workshop in Asnières could barely meet the meager demands. By 1977, the company had two shops—one on the avenue Marceau and the other in Nice—a piddly 70 million FF (approximately $12 million) in sales and 7 million FF (approximately $1.2 million) in profit.

Finally, in 1977, Renée Vuitton, the eighty-year-old family matriarch, asked her sixty-five-year-old son-in-law Henry Racamier to take over. Racamier was quite a presence: he stood six feet two and was regally handsome, with a manner both polite and genial. Like Louis Vuitton, Racamier was from the mountainous Jura region in the east of France. In 1943, he married Gaston-Louis and Renée’s third daughter, Odile. He then started his own sheet steel company, called Stinox, and ran it so efficiently that it became the leader in its market sector. In 1976, just as the steel business was taking a downturn, Racamier sold his company to the German firm Thyssen and retired. He was too dynamic to be content doing nothing, so when his in-laws asked for help, he agreed.

Racamier looked at the books and discovered that retailers—mostly franchisees—were making the biggest profits. At the time, most luxury companies were still small, run by the original founders, and their expertise was in creation and production, not merchandising. It made more sense, particularly overseas, to let someone else risk putting up the money for the store and its stock. The local merchants knew their clientele far better than any Paris-based designer ever would. The merchants bought the product wholesale from the brand, sold it for twice as much—or more—at retail, and made a killing.

Racamier wasn’t a fashion person; he was a businessman. He decided to implement a strategy called vertical integration at Vuitton: he cut out the middleman and opened Vuitton–owned-and-operated stores. It was revolutionary in luxury fashion and a roaring success financially. Within a few years, Vuitton was enjoying a whopping profit margin of 40 percent when most of its competitors were still earning 15 to 25 percent. Today most luxury companies follow Racamier’s model and are now vertically integrated.


Racamier expanded production at the Asnières compound and built new workshops in the provinces. He introduced a new, popular line called Epi, whose products were made of leather with fine, uneven horizontal stripes; arranged for Louis Vuitton to sponsor the qualifying races for the America’s Cup regatta to raise the brand’s profile; and opened stores throughout Asia and on Fifty-seventh Street in New York. In 1984—only seven years after Racamier took over—sales at Vuitton had increased fifteen times, to about $143 million, and profits by almost thirty times, to about $22 million. That same year, Racamier listed Vuitton on the Paris Bourse and the New York Stock Exchange. Going public forced the company’s executives to work more professionally, but it also
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