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In early 2010 the founder of BuyVIP, Gustavo Garcia Brusilovsky, and his team were considering
what direction the company should take as it moved forward. With sales projected to reach over
$100 million that year, they needed to assess their strategy in order to continue growing
successfully.

BuyVIP was founded in February 2006 as an e-commerce company focused on selling well-
known brand products online. Its business model was based on short sales campaigns that sold
products at discounts of up to 70% compared with retail prices offered at conventional
establishments.

The flash sale model provides value to brands by enabling them to test new products, get
feedback from their customers, and generate a viral marketing effect within the online
community. Most importantly, BuyVIP has also become an outlet for surplus inventory that
differs from many others in that it does not adversely affect brand positioning, first, because
campaigns are short-lived, and second, because the business operates as a private club that
requires users and customers to register.

To finance its growth, the company carried out four rounds of capital increase, attracting a total
investment of €25 million from prestigious companies and venture capital funds, including
Grupo Intercom, Active Capital Partners, 3i, Bertelsmann, and Kennet Partners.

In early 2010 the company had a team of 300 people and was operating in Spain, Italy, Germany,
Poland, Portugal, Austria, and the Netherlands, with subsidiaries in the first four countries. On
average, 70 sales campaigns were being run each week, and all of them were profit-making. The
company was working with over 250 brands and had more than five million registered members.
As a result, BuyVIP was able to position itself online as one of the most visited sites in the sector,
and ranked third among e-commerce companies in Spain, after eBay and El Corte Inglés.
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The origin of the company: the business opportunity and the profile of
the entrepreneurs involved

After earning degrees in Biochemistry and Computer Science and completing his business
training in the United States and the United Kingdom, Gustavo Garcia Brusilovsky gained
professional experience in management positions in the field of marketing at companies such as
McDonald’s, Procter & Gamble, and, most importantly, IBM, where he worked in Paris as the
marketing manager for Europe, the Middle East, and Africa.

Gustavo always had strong entrepreneurial drive. In the 1990s, when the. Internet age was
dawning and many of his friends were launching businesses in the sector, he proposed two
business projects within IBM, but neither gained the support he was looking for. As a result, after
six years with the company Gustavo decided to leave IBM and set up his own-business. This was
in 2000, just after the technology bubble had burst. His next move was to join Portum, a German
Internet company that provides services which simplify and support their customers’ strategic
purchasing processes. As the head of business development, he managed operations in France,
Spain, and the UK, and eventually took charge of all the company’s international operations,
with the exception of Germany. From 2001, due to a lack of liquidity in Portum’s businesses,
each country had to meet its own financing needs. This led to-a decision to close the UK section,
whereas operations in France and Spain were self-sustaining. Finally, in 2005, after five years of
activity, Portum was sold to IBX (Ericsson’s marketplace). Gustavo, who had a small equity stake
in the company, was not able to optimize his exit.

In 2005 Gustavo decided to develop a business of his own in order to have greater decision-
making power and a big enough stake to optimize the investment of his time and resources.
While planning the launch of the project, he began studying in the General Management
Program of IESE Business School in Madrid to round off his business training.

With the needs of his own project in mind, Gustavo kept in touch with the contacts he had
developed at Portum. A particularly important connection was Rodolfo Carpintier, who
had gained expertise in the digital sector through his involvement in the launch of an Internet
project incubator. It was Rodolfo who told Gustavo about vente-privee, a French company
whose business model was working very well. The firm was selling surplus inventory of high-
quality branded products online in time-limited sales events, at prices significantly below those
offered by traditional establishments. At the time vente-privee was not operating outside France
and there was no other company with a similar business model. Gustavo immediately saw a clear
business opportunity. It was the beginning of BuyVIP.

The first step was to take a close look at what they could bring to such a business: they lacked
the resources and the capability to develop a technology platform, but, on the other hand, they
had extensive experience in marketing and sales.

Gustavo decided to partner with José Luis Vallejo, a telecommunications engineer and a fellow
student on IESE’s General Management Program. José Luis was the co-owner, together with
Juan Pane, of MediaNet Software, an IT company whose clients included Banco Santander,
BBVA, and the Prisa Group. They agreed that MediaNet Software would provide the technology
needed to make BuyVIP work and that José Luis Vallejo would become a member of the
company. The third company member, Gerald R.W. Heydenreich, came on board almost
immediately as chief financial officer. Gerald had a bachelor’s degree from the European
Business School and an MBA from the Thunderbird School of Global Management (USA). He also
had experience developing businesses in the digital sector: he was a founder and the CEO of
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Omnis Mundi and Portum, and had also held executive positions at companies such as IBM
Global Services, Hoechst AG, Handelsblatt, and Arthur D. Little. Gerald recalled:

To be completely honest, | have to say that at the beginning | was very critical of the project,
but Gustavo was quite insistent and talked me around. | started to help him out with the
financing arrangements, the business plan, and the German part of the business. Of course,
we had to deal with all the problems involved in entering a growing market as a newly formed
company. The market had huge potential. We were just setting out on a long journey that
could see us become the top brand in the online fashion business.

So, in February 2006 the company BuyVIP was formed with Gustavo, Gerald, and José Luis as its
initial members, each with an equal stake in the company. In the same month they initiated a
first round of financing among participants in IESE’s General Management Program. The
combination of a solid management team and a strong business model with a proven track
record in France was enough to convince practically all of the 60 participantsin the program to
invest in the project. MediaNet Software staff were also invited to invest, which provided
additional motivation for the company responsible for the technology needed to implement
BuyVIP’s business model. The total amount of the capital increase was €500,000, which
represented 20% of the company. The aim of this first round of financing was to attract the initial
team and develop the technology needed to start operating, a goal that was achieved just three
months later. In April 2006 BuyVIP started selling in Spain. The objective was to become
something similar to vente-privee, but outside the French market.

BuyVIP’s business model

“The business model had a proven track record in the French market, where the leading
company, vente-privee, was generating revenue of over €200 million a year after just four years
of operation,” Gustavo commented.

BuyVIP was a clear example of the flash sale or deal-of-the-day business model, which involves
offering high-quality branded products at below-market prices. Promotional campaigns last
between three and five days. This means conflicts with the same products in the retail channel are
avoided. Moreover, in the case of BuyVIP, special offers were only available to registered users,
and new users had to be invited to join by someone who was already a member of the club. This
requirement was intended to help drive viral marketing. It also provided a degree of exclusivity
that benefited participating brands in the mid- to high-end market, enabling them to test their
products and liquidate inventory while maintaining their image and positioning in the eyes of
target customers. These advantages allowed BuyVIP to attract the interest of brands: the system
offered them a way to sell products with excess inventory or supply chain imbalances—usually
items originating in Asian countries—without affecting their traditional channel.

First, BuyVIP reserved lots of the stock it would be advertising. Then, when orders for the
product had been received from customers, the supplier was requested to immediately deliver
the order, and payment was made after 90 days. Orders were delivered to customers within
three weeks, but BuyVIP had received payment in cash. This arrangement, combined with a very
low percentage of returns, was the basis of a business that did not need stock or its own physical
structure, which meant the company did not need working capital to grow.
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