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SEATTLE — Mark Vadon’s ability
to raise $57 million to sell diamond
engagement rings over the Inter-
net during the spring of 1999 was
not particularly remarkable.

After all, it was a time when bud-
ding entrepreneurs dreamed of
hawking everything from dog food
to Dom Perignon online. And ven-
ture capitalists couldn’t wait to
throw money at business plans
scrawled on napkins. 

But four years later, Vadon’s
brainchild, Blue Nile, is a rare
breed: It is one of the few pure on-
line retailers to survive the dot-
com implosion — and thrive in its
aftermath.

Vadon, 33, succeeded where
others failed by recognizing a vast,
unmet need. He then threw con-
vention out the window to satisfy
it. He foresaw that educated men,
making good incomes, would flock
to a Web site that empowered
them to make informed buying de-
cisions about fine jewelry.

“Everything we do is heresy,”
Vadon says. “Instead of marketing
to women, we market to men. In-
stead of trying to push our gross
margins as high as possible, we sell
as cheap as we possibly can. In-
stead of hiding information, we’re
all about educating the consumer
and making him feel comfortable.”

Online tutorials help

The approach appears to be
working. Blue Nile’s year-to-year
sales growth, driven mostly by
word of mouth, sparkles. Revenue
has grown almost 180% to
$125 million this year from $45
million in 2000. The company’s
115 employees recently moved in-
to a new 21,000-square-foot office
space here.

Perhaps most remarkable of all
for a dot-com, Blue Nile has been
profitable for five consecutive
quarters, since fall 2002. It remains
closely held and has no immediate
plans to go public, Vadon says.

Blue Nile takes the extra step in

helping customers make choices,
retail analysts say. Customers have
access to comprehensive online tu-
torials. They reveal the finer points
of selecting the perfect ring from
an inventory of 30,000 certified di-
amonds and 70 settings. The rings

range from $700 to $483,000. The
most expensive diamond Blue Nile
has sold: a five-carat heart-shaped
bauble for $183,000.

David Whatley, 37-year-old CEO
of Simutronics, a St. Louis software
game maker, recently spent sever-
al days surfing Blue Nile’s Web site
before purchasing a $24,000 dia-
mond engagement ring, delivered
by courier.

“They’ve vastly improved the
experience of buying a diamond,”
Whatley says. He rated Blue Nile’s
search tools “fantastic for narrow-
ing down the diamonds in your
price range.”

Vadon’s curiosity and bent for
problem solving drew him into
business. He grew up the restive
middle child of a New Jersey physi-
cian and his real estate agent wife.
During breaks from pursuing a so-
cial studies degree at Harvard, Va-
don backpacked in Europe and
Asia. After earning an MBA at Stan-
ford University, he hitchhiked the
length of Africa. 

Then, he started as a consumer
products consultant at manage-
ment consulting firm Bain & Co. in
San Francisco in 1992. 

After seven years at Bain, Vadon
was consulting on leveraged
buyouts and was about to get en-
gaged. But an encounter with a
jeweler who advised him to pick a
$12,000 diamond ring on the basis
of which one “spoke” to him left
Vadon incredulous. He went home,
switched on his computer and
jumped on the Internet.

He quickly found www.internet
diamonds.com, a rudimentary
Web site run by Doug Williams, an
independent Seattle diamond
wholesaler. Williams knew noth-
ing about computers when he be-
gan dabbling with a Web site a few
years earlier.

He discovered that by posting
background information about
buying diamonds, along with a toll-
free number, he increasingly at-
tracted calls from young men like
Vadon.

After buying a diamond ring
from Williams, Vadon flew to Seat-
tle, took him out to dinner and
grilled him about his business. Wil-
liams recalls being blown away by
the sophisticated matrices Vadon
had created, comparing diamond
characteristics to cost factors.

“His research was amazing,” re-
calls Williams. “I’m thinking, ‘He’s
the guy to take this thing to the
next level.’ ” 

Mutual respect

Vadon, likewise, was impressed
by what he heard from Williams.
Even with two helpers, Williams
couldn’t answer all the calls they
were getting. He didn’t know what
to do next. 

Vadon mused, “I thought if there
are a lot of guys out there like me,
then this could be a home run.
Over dinner I struck a deal with
him to buy his business, went back
to California, raised the money and
closed the deal in May 1999.”

Vadon raised $57 million from
some heavyweight venture capi-
talists, including Bessemer Venture
Partners, Trinity Ventures, Kleiner
Perkins Caufield & Byers, Light-
speed Venture Partners, Integral
Capital Partners and Vulcan Ven-
tures.

‘A serious Web site’

He used the money to build out
a full-service e-commerce Web
site, weave together a supply and
distribution network and assemble
teams to handle technology, fi-
nance and, most key, he says, cus-
tomer service. 

“We rebuilt the Web site to be a
serious Web site consumers would
trust,” he says. Seeking a “more as-
pirational” name, Vadon renamed
the business Blue Nile.

In its first six months in opera-
tion, the company generated sales
of $14 million and hasn’t slowed.

Vadon concedes sales growth
won’t stay in the stratosphere in-
definitely. But he believes Blue Nile
can grab a much larger share of the
$5 billion U.S. market for engage-
ment rings.

He says if Blue Nile were a tradi-
tional bricks-and-mortar jeweler,
it would take 150 stores and 1,000
employees to sell $125 million
worth of goods.

“Our overhead is low, and we
honestly do pass that savings on to
our customers,” Vadon says. “We
don’t understand why anybody
would buy anywhere but with us.”

Today’s entrepreneur

He turned Web site in the rough into online jewel
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Revenue that sparkles: Mark Vadon turned a rudimentary Web site into Blue Nile, an online seller of diamonds ranging from $700 to $483,000.
Blue Nile survived the dot-com collapse and has thrived, with revenue growing almost 180% since 2000 to $125 million this year.
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The growth of Blue Nile has
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Position: Founder and CEO of
Blue Nile, an online retailer
of fine jewelry.

Education: Bachelor of arts
in European social theory
and American colonial his-
tory, Harvard; MBA, Stan-
ford.

Career: Consumer products
strategy consultant, Bain &
Co., 1992-99; founder and
CEO of Blue Nile.

Personal: Single.
Hobbies: Reading, travel,

pickup basketball games,
surfing. 
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