How Duolingo Works: Inside Its Freemium
Business Model & Gamified Language Learning
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Origins and Growth

Duolingo first appeared on a private waitlist in November 2011.

After one month, it had reached 300,000 subscribers.

Before its official launch on June 19, 2012, interest was already high.
After one year, the app reached 10 million downloads.

For the first nine years, Duolingo relied on volunteers to create new language courses.
Since 2021, the company has discontinued volunteer course creation, shifting to a model
where all new courses are developed by paid, in-house staff and language experts.

Reasons for the Change

e Fairness: It was considered inequitable to continue using unpaid volunteers once
Duolingo became a profitable, subscription-based company.

e Standardization and Quality: Duolingo aimed to standardize its approach to course
creation, ensuring all courses align with CEFR standards and meet consistent quality
benchmarks and timelines.

e Efficiency: The company now leverages Al and Large Language Models (LLMs) to
generate course content faster and more efficiently, requiring dedicated teams to
manage and refine outputs.

[Source: Duolingo Blog — “How We’'re Improving Duolingo’s Course Creation Process”]

After 2021, Big Data analysis began to play a central role in monitoring learning speed,
identifying where students struggle, and discovering the best and worst characteristics of
existing courses.

This data helps course creators validate new structures before public release.

By 2024, Duolingo had reached approximately 960 million downloads, 103 million monthly
active users, and 34 million daily active users.
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Business Model: Freemium with Subscription Upgrades

e 74% of revenue comes from paid subscriptions:
o Super Duolingo (~$13/month): unlimited hearts, error recovery, extra practice
sessions.
o Max Duolingo (~$30/month): includes advanced Al functionality.
15% of revenue derives from in-app advertising and discrete partnerships.
9% comes from the Duolingo English Test (DET) — a $20 online language test,
compared to $250 for traditional equivalents. The DET is now accepted by thousands of
universities worldwide.
e 2% originates from in-app purchases, such as freezing progress to preserve streaks
when subscriptions are paused.

Financial Overview

e 2024 revenue: $748 million (+40% year-over-year).
e Company valuation (2024): $9.5 billion USD.
e Cost allocation (2022):

o R&D: 40%

o Marketing: 20%

o General & Administrative: 37%

Al-First Future

The CEO announced a transition toward an Al-first strategy, reducing reliance on external
collaborators when Al tools can perform equivalent tasks.

Al is used to:

e Remove production bottlenecks.

e Free up permanent staff for creative and strategic work.

e Address complex learning problems more efficiently.

e Enhance—but not necessarily replace—human educators.

Al Features Implemented in the App

e Video calls with Al-generated characters to improve conversational skills.
e Adventure Mode — a more gamified learning environment.
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User Reactions
Feedback to Duolingo’s Al shift has been mixed to negative:

Decline in lesson quality.

Al-generated sentences that sound unnatural or grammatically odd.

Increased monetization pressure — more ads, more frequent interruptions, and
additional features locked behind subscriptions.

% Learning from Duolingo — Strategic
Parallels for Treats

Duolingo’s journey offers a powerful mirror for Treats App: it shows how a learning platform can
scale from a playful, community-driven idea to a billion-dollar Al-powered ecosystem — and
what risks appear along that path.

Here are the key takeaways and how they translate into actionable insights for Treats.

1. From “Crowdsourced Enthusiasm” to “Data-Driven Standardization”

Duolingo began with volunteers creating courses freely, motivated by passion.
That phase built community and variety but lacked consistency and pedagogical rigor.
Once the company scaled, it transitioned to professional teams guided by analytics and CEFR

frameworks.

<~ For Treats:
Adopt a two-phase growth model:

e Early Stage: Engage passionate educators, parents, and enthusiasts as co-creators of

content.
e Mature Stage: Transition to a data-validated, Al-assisted production model, using

aggregated learning metrics to refine lessons and validate structure (similar to
Duolingo’s Tree Filter).

This evolution lets Treats maintain its human roots while scaling intelligently.
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2. Predictive Quality Control Instead of Retrospective Feedback

Duolingo’s Tree Filter shifted course creation from “trial and error” to a predictive system,
optimizing lessons before release through historical performance data.

< For Treats:
Implement a Lesson Health Dashboard within educator tools — a visual analytics layer that
color-codes modules based on:

balance of study/play ratio,

average retention time,

engagement curve vs. expected attention span by age,
vocabulary or cognitive load per minute.

This gives Treats creators the same data-driven visibility, but with a focus on children’s
attention and intrinsic motivation rather than linguistic CEFR alignment.

3. Al as an Amplifier, Not a Replacement

Duolingo’s “Al-first” phase illustrates both the opportunity and the risk:
Al can accelerate personalization — but when it replaces the human tone of learning, users feel
disconnected.

<~ For Treats:
Al should serve as a creative assistant, not an autonomous teacher.
Examples:

Generate micro-stories, jokes, or contextual animations based on each child’s journey.
Suggest difficulty adjustments through data, while maintaining human-approved
emotional tone.

e Keep educators in the loop as editors of the Al's creativity.

This preserves the emotional authenticity essential in childhood education, where learning and
human connection are inseparable.
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4. Ethics and User Trust as Core Differentiators

Duolingo’s shift toward aggressive monetization (ads, paywalls, Al content) triggered community
backlash — a clash between optimization and trust.

< For Treats:
Build the opposite paradigm:

e Transparency over manipulation: families see exactly how learning time is measured
and rewards are earned.
Zero advertising environment: no interruptions, only purposeful rewards.
Ethical Al Charter: algorithms are explainable, limited in scope, and privacy-safe.

Treats thus becomes the anti-Duolingo of the Al era — equally data-driven, but emotionally
and ethically grounded.

5. A Community-Validated Learning Ecosystem

Duolingo’s volunteer community was once its soul — lost when automation took over.
Treats can preserve that spirit in a structured and fair way:

e Parents and teachers can contribute mini-modules or challenges, validated through
Treats’ data filters before publication.
The best content is verified through child performance metrics, not popularity votes.
Contributors earn tokens or playtime credits, reinforcing the Treats reward loop.

This merges Duolingo’s early community energy with modern data validation — without
exploiting unpaid labor.
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N " Summary — Turning Duolingo’s
Evolution into Treats’ Advantage

Duolingo Lesson Treats Application

Volunteers built diversity but lacked Engage parents and educators early, then formalize

consistency via analytics

Tree Filter = predictive course quality Lesson Health Dashboard = predictive engagement
quality

Al replaced creators — backlash Al supports creators — trust and creativity
preserved

Monetization increased, user trust Ethical design + transparent rewards = loyalty and

dropped credibility

Community disappeared Community structured and rewarded

Final Insight

Duolingo’s history is not only a success story — it's a warning about scaling education without
soul.

Treats can rise on the same pillars — gamification, data, and Al — but with a heart:

guided by real pedagogical logic, emotional intelligence, and a clear promise to families that
learning will never feel like a transaction.
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