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Gelato: Sustainable production on demand
Facilitating global trade through local production

Joan Jané

Marc Torrell

The creator economy has evolved into a powerful ecosystem of its own, with over 300 million
people worldwide considering themselves amateur or professional creators—and now they have
platforms where they can set up an e-commerce business seamlessly: tools like Etsy,

Shopify, VIX, or Stripe, each of these aiding in one or multiple areas.

Generic products made for the masses are no longer appealing. And so, Gelato has become a
natural partner to the creator community, helping them bring their creativity
to life—and into business—in a flexible, fast, and sustainable way.

Pal T. Naess, SVP of Growth Projects

Gelato has created the world's largest network for the local production and distribution of
customized products. E-commerce _businesses and creators can leverage production-on-
demand business models by working with Gelato’s network of production partners to customize
products with their own designs to sell them on a per-order basis under their own brand.

On Friday, June 17, 2022, Pal T. Naess, senior vice president of Growth Projects met with Nicolas
Blanchet, responsible for Optimalprint, an e-commerce business and important client of Gelato’s
services, owned by Gelato. They reflected on the growth they faced during the COVID-19
pandemic, and some new business opportunities:

Blanchet: It is true that new products have recently brought additional revenue streams and
healthy growth. At Optimalprint though, we already have an extensive product
breadth, from birth announcement cards to photobooks, hoodies and many other
products. And our acquisition costs are going through the roof now; Google Ads are
more expensive by the day. We need to find new ways of driving cross-selling and
increase customers' LTV. Think of a baby card customer. Such a customer will
probably also be interested in other baby products that we can offer, like posters or
wallpaper to decorate the baby’s room, thank you cards for anyone that participated
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in the baby shower, a baby album for the first year, and then kids’ clothes as birthday
presents... and the list goes on. There’s a whole number of events that we can cater
[to], knowing as well as we do the life stage of our final customers. Moreover, we
should be able to have more brand visibility and customized offerings on the package.

Naess: Yes, you are right, Nico. Besides launching new products, we need to increase
the end-customer lifetime value for Optimalprint and all our API clients. Promoting
repurchases and cross-selling is a great way to grow, especially now that the
acquisition costs are so high. And the marketability of branded packaging would be
great both for large players like you from Optimalprint as well as for Gelato’s smaller
API| customers, the self-signups. It would give more visibility and redirect their “Etsy”
customers into their own Shopify store.

Blanchet: Well, for us in Optimalprint, that part is not as important, as we don’t operate on
platforms like Etsy. For a big player like us, instead of going with the whole catalog, a
promotional insert at the time of delivery would allow more specificity for what
products to cross-sell, just fresh on the spot where the customer has the biggest
emotional relationship with the brand. And not only that! Imagine the potential
partnerships. For example, for a customer buying wedding invitations on Optimalprint,
we capture a lot of relevant data: The date and hour of the wedding, the church, the
program, an estimation of how many people will attend, and many others. That
information becomes quite relevant for, let’s say, Euroflorist, to acquire a customer
searching for flowers for that wedding. It's a great opportunity, and we can be very
precise regarding segmentation, providing an impression much more relevant than
what they would get on Facebook or Google Ads. Branded packaging would allow us to
cross-sell our product range and build strategic partnerships.

Naess: The upside looks great for our customers’ growth, and that is our priority. Besides,
our competitors don’t [yet] offer promotional inserts and labels on demand, so once
our customers start using them, they will find it difficult to leave Gelato. We need to
move fast. I'think it will be a very sticky product.

From business cards in Norway to a diverse global portfolio

Henrik Miller-Hansen, Gelato’s Founder and CEO, wanted to build a company that could benefit
from his learnings in the telecom business after working as CEO of Tele2 Norway for three years
between 2003 and 2006. As a mobile virtual network operator, Tele2 made use of spare capacity
in the existing mobile networks instead of owning its own. They also owned all their customer
information. Therefore, even without being proprietors of physical assets, the company still
added a lot of value—like process simplification—to the end customers. Based on the same
premises, Miller-Hansen realized that printing was one of those industries with excess
capacity,® so he, Naess and Mike Arbuzov launched together Optimalprint in 2007.

The company was bootstrapped until the founding team was convinced that they had a working
value proposition for investors to come on board. It was not until 2010 that the first venture
capitalist invested. Initially, the focus was on business cards, invitations, and “thank you” notes for
consumers and small businesses in Norway, but the company rapidly expanded into multiple
European countries. The production partners still had many manual processes, which signaled an

1Between 2006 and 2009, the European print industry’s productive capacity increased by 30%, but aggregate demand for
the product by only 1%. Reference: https://www.intergraf.eu/images/documents/SociallyResponsible_Study ENG.pdf.
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opportunity for improvement. Optimalprint could bring software efficiencies to the partners, who
would, in turn, give the customer a better price.

As the company grew, the scope of improving profitability and efficiency within the printing industry
also expanded. In August 2012, this led to the launch of Gelato,? a digital platform targeting
companies and a wide range of entrepreneurs. This evolution skyrocketed the group’s growth,
more than tripling its revenue in the last six years, from 355 million Norwegian kroner in 2017 to
1.1 billion Norwegian kroner in 2022 (see Exhibit 1 with the group’s financials). Optimalprint was
kept separate, focusing on B2C, as the name was well known among clients.

Since then, Gelato has had multiple funding rounds, the largest one so far in August 2021 when
it brought in $240 million from Insight Venture Partners, Softbank, funds managed by Goldman
Sachs Asset Management, and existing investors. These funds are mainly driven toward the
creator economy, self-signups, and the application programming interface (API). The investors
acknowledged the synergies with Optimalprint but wanted to focus on the platform, geographical
expansion, and new products.

Gelato has kept adding more products to its portfolio: T-shirts, hoodies, sportswear, baby clothing,
phone cases, posters, canvas, wallpaper, mugs, calendars, and cards, among other things
(see Exhibit 2 for some examples). Through its network of 130 production partners in 32 countries
(see Exhibit 3), Gelato offers creators and e-commerce sellers a reach of 5 billion consumers
worldwide within 72 hours. One of the secrets to its success is remaining extremely light on fixed
assets (see Exhibit 4)—Gelato owns no printers or production sites. Technology evolves fast, and
print speed and quality improve in the production-industry every year. Thus, by not owning assets
but instead working with partners, Gelato can always access the most effective production
technologies. To do so, Gelato needs to keep developing innovative software to interact with the
different equipment and provide the optimalinputs for production.

Another crucial part of Gelato’s API is its routing algorithm, which allocates production to the
different production partners. It started from many fixed rules-based programming and evolved
into parameter optimization (currently with over 30 variables, the main ones being cost, quality,
stock availability, and delivery time). For every new order, the algorithm determines the partners
that could fulfill it based on their production capabilities and geographic clusters. Then, the
potential candidates are assigned a score evaluating their effectiveness in executing the order
according to the algorithms’ parameters. They are ranked from the most appropriate to the least
one, and the order is then assigned to the best-suited partner. The team is working on a new version
that will use artificial intelligence for even more efficient optimization. Gelato provides visibility to
the partners on how the network works and on how the volume is routed based on these
parameters incentivizing improvements on the production partners. The company is looking for
partners that can support current products and are willing to invest and grow. Gelato offers them
market knowledge and guidance through open conversations and recommendations.

Another key aspect of Gelato is its company culture. It is very rooted in how Gelato operates.
One of those aspects is that Gelato hires for attitude and trains for skills. Acknowledging that
skills are important, it values the learning mindset of those who are always pushing to acquire
new skills even more. This together with acknowledging the importance of diversity has led to
52 different nationalities within the 340 team members who are sitting in offices in 14 countries
and 17 cities (including HQ in Oslo).

2 David Placek, who also came up with the Blackberry and Intel Inside names, proposed Gelato, as—beyond being a short name
easy to remember—it evoked a variety of colors and options (like a printer) and a feeling of happiness (who doesn’t like ice cream!).
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