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INTRODU CTION  

What do companies like Louis Vuitton and Burberry have in common with the apparently 

opposite worlds of videogames and online gaming? The key words that bridge them are 

ñGamification Marketingò, a term that is not simply describing a new marketing phenomenon 

but includes a new perspective of the entire topic of Customer Engagement. Gamification 

Marketing consists in using game elements as marketing tools to engage and motivate 

customers, exploiting game-based aesthetics, mechanics and thinking. In other words managers 

can develop gamified experiences or contests, especially through mobile apps, to entertain 

customers and create a direct communication channel with them. For example, in 2019 Fendi 

launched a WeChat mini game in China called ñFendi Ways to Romeò. Players had to jump and 

run through the streets of Rome, discovering the wonders of the city. The aim of this campaign 

was to create a bond with younger generations and at the same time convey the DNA of the 

brand in an unconventional way. In general, Luxury companies have been among the first to 

understand the potential benefits of this innovative tactics and, as in the case of Fendi, started 

to exploit it in a very precise and profitable market: China. But why exactly this country? 

The Chinese market appears as a unique scenario, characterized by the intense use of digital 

technologies, social networks and e-commerce that are a crucial part of the everyday peopleôs 

life. In particular, this digitization phenomenon has been pushed by the Millennial generation 

(people born between 1981 and 1996) and by the Generation Z (people born between 1996 and 

2010) that also represent the leading portions of the population in Luxury spending. This 

specific digital-focused and dynamic environment have challenged Luxury companies to find 

alternative and innovative digital marketing strategies to attract and retain this new type of 

customers. These strategies include the creation of Brand owned websites, partnerships with e-

commerce platforms such as Tmall.com or JD.com, a large presence on Chinese social networks 

like WeChat and Weibo, and collaborations with famous KOLs. Gamification Marketing 

campaigns, in this context, should not be considered as magical instruments to unravel the 

situation, but as integral parts of broader marketing plans that engage the customer 360 degrees. 

The aim of this thesis is to understand how companies develop Customer Engagement strategies 

exploiting the benefits of Gamification Marketing, and especially how to implement those 

strategies in the Chinese market. A specific focus on how Luxury brands are leveraging these 

marketing tools, provides a strategic framework for a better comprehension. 
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In the first chapter the concepts of Customer Engagement and Customer Journey are introduced, 

investigating the strategies, motivations and benefits that drive companies to focus their 

attention on these aspects. With the current pandemic situation, an analysis of how Customer 

Engagement tactics are evolving to adapt to customersô needs is also performed.  

The second chapter provides a full picture of the Gamification Marketing context and how it 

can be used as an engagement tool. It highlights all the elements, both physical and 

psychological, that are behind the phenomenon and the benefits and limitations connected with 

these types of projects.  

The third chapter further analyzes the aspects and peculiarities of the Chinese market. It offers 

a roadmap of the country, underlining the most relevant social, political, technological, and 

economical aspects. A focus on Chinese customer behaviors, and the most relevant Customer 

Engagement trends are also provided. Finally, an overview of the gaming phenomenon in China 

and a synthesis of the related consequences close this part. 

The fourth chapter offers an in-depth overview of the Chinese Luxury market, analyzing the 

evolution and the latest trends behind this sector. An analysis of real case studies explores how 

Luxury brands compete to engage Chinese young customers using Gamification Marketing 

strategies. This part points out how to effectively build these campaigns in the country, the 

reasons that has driven Luxury companies, and the successful elements that has characterized 

these marketing approaches.  

Finally, the conclusions summarize the main findings and suggestions for companies interested 

in engaging customers in China through Gamification Marketing. The methodology of this 

research is based on real case studies analysis and interviews with experts from the Luxury and 

the Gaming industries. Interviewees include:  

¶ Thomas Rosenthal, General Manager Asia-Pacific at 505 games (Digital Bros Group) and 

former Board Member at ñFondazione Italia Cinaò, based in Hong Kong [see Appendix 

A].  

¶ Iris Chan, Partner, International Client Development at DLG (Digital Luxury Group), 

leading digital marketing agency for Luxury and lifestyle brands, based in New York, USA  

[see Appendix B].  

¶ Denis Coan, President at Fendi China, based in Shanghai [see Appendix C].  
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CHAPTER 1. CUSTOMER ENGAGEMENT  

1.1 What is Customer Engagement? 

enÅgage /ὤnὗ̈͂eὤdᾎ/ verb, 

to attract and keep the interest and attention of someone (Longman Dictionary of English 

Language and Culture, 2005). 

There is no better term to portray the new cultural paradigm developed in the last years than 

ñengagedò. Our lives have drastically changed with the advent of digital technologies, 

streaming platforms, and social networks and with them also marketing strategies have adapted. 

Digital marketing experts estimate that we are exposed to approximately 4.000 to 10.000 ads 

each day and, as a consequence, we continuously filter those in which we have a personal 

interest in and those in which we do not. All the brands we interact with face many challenges 

each day: remaining consistent, differentiating versus the competition, and keeping on top of 

customers minds (Simpson, 2017). For all these reasons the so called ñCustomer Engagementò 

has become an important factor for all the companies that want to succeed and create a loyal 

(and profitable) customer basis. But how do we define ñCustomer Engagementò? 

There are many definitions and interpretations of this term (see Figure 1), but the most holistic 

is the one provided by Pansari and Kumar in 2017, which describes Customer Engagement as: 

 ñThe mechanics of a customerôs value addition to the firm, either through direct or/and indirect 

contributionò (Pansari, et al., 2017).  

The direct contribution corresponds to customer purchases while the indirect ones consist of 

incentivized referrals provided by customers, social media interactions with the brand and 

customer feedback given to the company. When a customer is satisfied with his/her relationship 

with the Brand and has an emotional bond with it, then it can be said that the customer is 

engaged (Palmatier, et al., 2018). 

Customer Engagement usually derives from positive customer experiences and helps brands to 

build and strengthen a ñhuman-to-humanò network, adding value beyond just transactional 

relationships. This customer-centric approach needs to be applied across all companiesô 

touchpoints and throughout all their lifecycles. These interaction points usually include both an 

online and an offline presence through social media, websites, brick-and-mortar stores, and 

promotional events. In particular, creating unique and outstanding experiences in these different 

channels allows managers to increase their number of engaged customers. 
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Figure 1: Customer Engagement definitions (Palmatier, et al., 2018) 

Having highly engaged customers means having people that buy more, promote more, and 

demonstrate more loyalty to the Brand. According to research performed by Aberdeen Group, 

companies that succeed in engaging customers across the channels cited before have better 

performances with respect of competitors in different critical metrics (Digitalcommerce360, 

2013): 

¶ Retain an average of 89% of their customers compared with 33% for companies with 

weaker cross-channel customer care strategies. 

¶ Show, on average, a 9.5% year-on-year increase in annual revenues compared with 

3.4% for competitors 

¶ Show, on average, a 7.5% year-on-year decrease in cost per customer contact compared 

with 0.2% for competitors 
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Developing Customer Engagement strategies to reach these outstanding results is neither easy 

nor inexpensive as someone could think. It requires a full understanding of the own customer 

base, the long-term strategy, and customer needs. Businesses are shifting Customer 

Engagement to the core of their strategies and are focusing on a day-to-day improvement of 

these aspects. This situation suggests that the emotional aspects of customer relationships will 

increasingly play a central role in the future competitive context. 

1.1.1 Customer Engagement Framework 

The needs and responses of people have drastically changed in recent times. As a result we have 

shifted from a marketplace where we simply carried out transactions to one where the most 

important aspect is the creation of relationships, both with brands and other customers. For 

instance, one of the current needs of people is to always stay connected through different media 

channels such as Instagram, Facebook, and Twitter, exchanging opinions and feedbacks on 

products with other purchasers. Many customers even create free review videos and blogs, 

contributing to increase the awareness and reputation of products and services. Managers are 

considering these new behaviors, encouraging content generation, and investing in the 

development of strong networks. These types of relationships evolve only if customers are 

satisfied with their existing connections with the company and exist an emotional link with the 

Brand. Figure 2 summarizes in detail the process and the consequences of this relationship-

creation framework.  

 

Figure 2: Customer Engagement framework (Palmatier, et al., 2018) 
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As highlighted from the image, managers invest in marketing activities to push awareness. This 

awareness assists customers to understand if the companyôs products and services satisfy their 

needs. After this initial identification phase, the customer performs the purchase which creates 

an experience for him/her. Then if the company meets or exceeds customerôs expectations about 

the product or service, the experience will lead to positive emotions and the customer will be 

satisfied. This satisfaction and the emotional attachment create the engagement with the firm in 

the forms of purchases (direct contribution), referrals, influence, and feedback (indirect 

contribution). However, these contributions can vary due to many factors such as convenience, 

nature of business (B2B vs. B2C), nature of industry (Service vs Manufacturing) level of 

involvement and Brand value (Palmatier, et al., 2018). 

This engagement-creation process underlines once again the importance for Brands to create 

active marketing campaign, leveraging on customersô emotions and experiences. In this new 

Digital Era, the competition to attract and retain customers is being played at 360 degrees and 

is crucial to be prepared to fight in each marketing channel and with all the available tools. 

1.1.2 Psychological Drivers 

After having analyzed what Customer Engagement is, it is useful to provide a framework to 

understand the psychological reasons that guide peopleôs engagement with Brands. A deep 

comprehension of these forces allows to develop correct and powerful engagement strategies, 

creating true and lasting bonds between customers and Brands. For decades only three Core 

Value Propositions (CVPs) have differentiated brands from one another and guided all 

marketing strategies: price, performance, and service. Core Value Propositions refer to the 

value managers promise to deliver to customers and are part of a company's overall marketing 

strategy. CVPs can be defined as easy-to-understand reasons why people should buy a product 

or a service from that particular business, telling them what the company stands for and how it 

operates (Twin, 2020). 

In the past marketing strategies were studied to create alignment, perception, and affinity 

around those CVPs. Most campaigns usually focused only on a single driver, using from time 

to time price, performance, or service as principal differentiator. Over years the increasing 

competition and fragmentation have led to a commoditization of these CVPs and almost every 

company have started to offer better prices, excellent performances, and quality services. This 

situation has increased the importance of a new dimension to differentiate one company from 

another: relationships (Smith, et al., 2016). 
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As underlined in the previous part, relationships with customers have become the core of 

companiesô attentions but what are the psychological inputs behind these relations? 

Smith and Hanover have identified four main drivers through a survey of more than 5000 

customers spanning 10 years (see Figure 3). The characteristics of these Brand Relationship 

Drivers are:  

¶ Driver 1: Customers identified with the brand.  

¶ Driver 2: The brand helped customers to solve a problem.  

¶ Driver 3: The brand had specific meaning to customers.  

¶ Driver 4: Customers felt better about themselves when they used the brand. 

To create successful long-term relationships is necessary a full comprehension of how an 

experience scientifically affect a relation. Understanding how the minds elaborate emotions and 

information within this framework, is useful to develop ad-hoc marketing campaigns, building 

engagement around a specific behavioral outcome. 

 

Figure 3: Brand relationship drivers (Smith, et al., 2016) 

To develop successful engagement strategies is crucial to consider these drivers, shaping 

strategies accordingly and adopting customer-centric approaches. Ignoring what really 

customers are searching for can have extremely negative consequences, corroding the actual 

competitive advantage and damaging the ability of the company to create value in the long-

term period. Given this framework, to improve the effectiveness of marketing strategies and 
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create stronger relationships there are some takeaways. According to Smith and Hanover these 

suggestions are: 

¶ Design experiences that provoke Transfer (ñthe ability to take what one has learned in 

one context and use it in a new instanceò). The way in which people feel about 

something affect their interest in it and their willingness to interact and accumulate 

information. 

¶ Use and communicate meaning and identification to affect emotions. In this way the 

engagement is more probable to be processed, stored, and remembered. 

¶ Try to design specific experiences to evoke the right emotions or behaviors, tailoring 

these experiences based on customer learning profiles. 

¶ Develop longer experiences to increase the chances of long-term memory associations 

between your audience and your brand. 

Recognizing that there is a science behind the mechanisms that link experiences and emotions 

is the first step to develop strong engagement strategies, reaching both the minds and the hearts 

of customers. A psychological approach to the topic also provides a deeper analysis of the forces 

behind customersô decisions and preferences. The next paragraphs will analyze more in detail 

the steps to build effective Customer Engagement strategies and how to measure the benefits 

deriving from these tactics. 

1.2 The Customer Journey 

Another important concept related to Customer Engagement is the so called ñCustomer 

Journeyò. This notion encloses a customer viewpoint on the engagement process, from the pre-

purchase to the post-purchase phase, including also external influencing factors (Lemon, et al., 

2016). Mapping this flow of behaviors and information can be very useful for companies that 

want to have a clear understanding of where to intervene when they implement marketing 

strategies and is the first step for a thorough understanding of Customer Engagement.  

1.2.1 Purchase Phases 

Lemon and Verhoef conceptualized the Customer Journey in three main phases: pre-purchase, 

purchase, and post-purchase. Other works have considered more holistic views of this theme, 

but this simplification makes the process clearer and more manageable, offering an immediate 

and easy interpretation of customersô needs and behaviors.  
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As you can see from Figure 4, the three phases are:  

1. Pre-purchase: the first step includes all the aspects of the customerôs interaction with the 

Brand and the whole environment before the transaction happens. It conceptualizes the 

customerôs experience from the recognition of the need to the consideration of satisfying 

that need with a purchase. 

2. Purchase: this second step describes all the customer interactions during the purchase 

event. It depicts the typical behaviors such as choice, ordering and payment. Even this stage 

is usually the most compressed one, it requires a special attention given its relevance in the 

purchase decision.  

3. Post-purchase: the last step summarizes all the interactions following the actual purchase. 

This stage includes behaviors such as usage and consumption, post-purchase engagement, 

and service requests. Recent research has included in this part also the ñloyalty loopò, 

underlining as a trigger may occur, leading to customer loyalty, repurchase and further 

engagement.  

 

Figure 4: Customer Journeyôs purchase phases (Lemon, et al., 2016) 

This framework emphasizes the importance to pay attention not only on the firmôs perspective 

of the process but also on the customerôs one, recognizing what the critical aspects in each stage 

are. Companies in this way can identify all the touchpoints that occur during the journey, 

knowing where the value creation occurs and where some improvements can be performed. 



10 

 

1.2.2 Mapping the Customer Journey 

As underlined in the previous part, the identification of all the touchpoints during the purchase 

process is a key step for a wider comprehension of the customer approach to the business. To 

facilitate this recognition-phase companies can benefit from Customer Journey Maps. These 

maps are quite simple tools that are used from managers to chart the steps customers go through 

in engaging with the company, whether it be a product, a service, an online experience, or a 

retail experience. The higher the number of touchpoints, the more complex such a map becomes 

(Richardson, 2010).  

In particular, according to the American market research company Forrester, the Customer 

Journey Map can be defined as: ñDocuments that visually illustrate customersô processes, 

needs, and perceptions throughout their relationships with a companyò (Temkin, 2010). 

Always according to Forrester, the Customer Journey Mapping process requires 5 steps: 

Step 1: Collect internal insight. The process begins taking the inventory of the customersô 

knowledge companies already have. This phase allows to have a clear idea about customers and 

their experiences, detecting the sources of customer data. 

Step 2: Develop initial hypotheses. In this phase is important to analyze and synthesize the data 

and observation collected. In particular ñassumptionò journey maps are developed to document 

internal insights and provide a framework to build research-based maps. 

Step 3: Research customer processes, needs, and perceptions. Even if companies have a lot of 

information about their customers it is difficult to understand what customers care about most, 

or the differences in customersô thinking and behaviors. Firms need to enlarge their research, 

including methods to also catch the customersô perspectives. 

Step 4: Analyze customer research. After the research phase it is necessary to filter useful 

findings about how customers interact with the company, what they want from each interaction, 

and how they feel about each interaction.  

Step 5: Map the Customer Journey. At this point companies translate their findings into a simple 

visual representation of customer processes, needs, and perceptions. This final representation 

summarizes all the important elements, highlighted in the precedent phases. 
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In the following image (see Figure 5) is provided a good example of a Customer Journey Map 

for a potential Lanc¹meôs customer. As you can see, in this map are summarized all the potential 

behaviors and emotions related to each touchpoint a purchaser faces when he/she approaches 

the Brand. This map highlights also the issues and problems along the purchase experience, 

suggesting solutions and recommendations for companyôs marketers.  

 

Figure 5: Lancôme's Customer Journey map (Wójcicka, 2015) 

Realistic Customer Journey Map do not include all the possible touchpoints, but only the most 

relevant ones. This reduces the complexity and increase the clarity of the visual representation. 

It is also recommended to integrate in the analysis all the cross-functional strategic initiatives 

that connect marketing to human resources, operations, and information technology at each 

touchpoint. This approach will lead to a 360 degrees perspective of how to manage the 

Customer Journey, highlighting the critical areas that require improvements (Rosenbaum, et al., 

2016).  

Today this mapping activity have become crucial to shape better marketing strategies because, 

due to digital developments, customer journeys are more complex, including multiple channels 

and touchpoints and often lasting days or weeks. According to a Harvard Business Review 

study of 43,000 shoppers, 73% of customers usually exploit more than one channel during their 

shopping journey (smartphones, tablets, in-store interactive catalogs, price-checkers, etc.) while 

only 7% are online-only purchasers and 20% are store-only purchasers. These ñomnichannel 
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customersò are also the most valuable for the company because, on average, they spend 4% 

more on every in-store shopping occasion and 10% more online than single-channel shoppers 

(Sopadjieva, et al., 2017). 

This background underlines the need to shift from an approach based on the management of the 

single touchpoint to a more comprehensive one, including all the possible marketing channels. 

Failing to track in the right way these holistic paths and to manage customer experiences creates 

negative consequences in terms of customers attraction, lost sales, and lower employee morale. 

On the other hand, mapping the best experience from start to finish increases customer 

satisfaction, sales volumes, customer retention, service cost and employee motivation 

(Maechler, et al., 2016). 

1.3 Building Customer Engagement Strategies 

The preceding paragraphs have provided the instruments to understand and analyze customers 

behaviors and preferences but how can companies materially create effective Customer 

Engagement strategies? 

Before starting to create such strategies, some preliminary actions to prepare the battleground 

and smooth the process are required. First managers identify who are their VIP customers, for 

example tracking how much they spend with the firm over a given timeframe. This type of top 

customers is the one that creates more value for the company and a right segmentation allows 

to maintain a profitable relationship with them, also obtaining some insights on how to convert 

more customers into VIP. Another important move is to understand what makes these top 

customers so loyal, in order to be able to replicate these strengths, growing top customer lists 

and improving the business (Wertz, 2018). After having understood who the VIP customers 

are, companies are ready to implement Customer Engagement strategies. According to 

McKinsey an ideal strategy can be summarized in a five-steps process (French, et al., 2012): 

1. Hold a Customer Engagement Summit 

This first step brings senior managers from different departments together to discuss the 

strategies and goals, improving the coordination of all the activities. During this meeting 

managers debate about what relationships the company wants with the customers, how to 

coordinate the activities necessary to approach and engage customers across the different 

touchpoints and, finally, agree on the elements of the engagement ecosystem that can be 

undertaken in-house and those that will involve external counterparties.  
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2. Create a Customer Engagement Council 

One of the first results of the previous summit is the institution of a forum to focus 

managementôs attention on engagement. This council coordinates all the tactics across the 

various touchpoints bringing together all the different point of views in the company such as 

marketing, communications, service, and sales. This council is an operational and efficient 

decision-making entity, able to convert the results of the previous summit into specific actions. 

This board plays a crucial role in breaking the company ñsiloò mind-set, acting as a mediator 

and a filter between functions conflicts. 

3. Appoint a Chief Content Officer 

This figure provides all the on-brand, topical and entertaining contents required to engage 

shoppers, collaborating with all the other several key business areas. Companies need to appoint 

A CCO Officer to deal with the today increasingly sophisticated and interactive contents, 

coping with the growing volume and speed of information necessary to use effectively all the 

digital channels.  

4. Create a Listening Center 

A listening center monitors what is being said about companyôs business, products, and services 

on social media, blogs, and other digital channels. This step is crucial to establish a conversation 

with customers, pushing interactions and mobilizing Brand supporters.  

5. Challenge the Total Customer Engagement Budget 

Today is crucial to communicate with customers in a more productive way, using digital and 

social media channels that are radically cheaper and more effective than the traditional ones. 

Customers have moved their presence online and exchange their opinions mainly on these 

interconnected platforms. In the allocation of budget is necessary to consider this trade-off, 

prioritizing the expenses based on a customer-centric approach.  

This five-steps process allows to move in the right direction in terms of Customer Engagement 

creating a relevant competitive advantage with respect of competitors. Understanding the 

importance of a structured strategy to manage the relationships with customers is important and 

budgets should be adapted consequently. Companies that have not changed their traditional 

mentality have lost ground, slowly disappearing from the competitive arena. 
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1.3.1 Tactics to Boost Customer Engagement 

The process described previously represents a structured approach to Customer Engagement 

and is useful to converge companyôs efforts in the right direction. After having developed this 

infrastructure, managers usually put in place some simple but effective tactics to attract and 

engage customers more effectively. The most important ones are: 

1. Humanize the Brand. According to a study conducted by Accenture, 83% of US customers 

prefer dealing with human beings when they get in touch with companies (Accenture, 2016). 

This statistic highlights the importance of a better communication across all the different 

channels, trying to give a ñhuman voiceò to the brand. For example, a possible tactic is to define 

a certain style of storytelling and a unique ñvoiceò to connect with the audience. This creates 

more empathy and strikes the right emotional chords. To give a humanized appearance is also 

important to choose wisely the influencers that put a face to the Brand and to sign all the social 

media posts. In this way managers give people a better idea of whom they are talking with. 

Another strategy consists in moving the spotlight on employees, revealing people that are 

behind the Brand and sharing their personal stories (see Figure 6). The last suggestion is to 

acknowledge customers about possible issues and mistakes, staying as unfiltered and 

transparent as possible (Barker, 2018). 

 

Figure 6: Example of brand humanization strategy at LVMH (www.lvmh.com) 
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2. Create tailored and exclusive experiences. As highlighted from a study released by Oracle, 

68% of customers believe it is crucial for a company to personalize its experience (Oracle, 

2019). This data shows the importance of providing tailored experiences to customers, 

communicating them that they mean more than just a sale. For example, is possible to create 

personalized messages and products based on customersô preferences, demographic factors, and 

interests (VWO, n.d.). A perfect example is Spotify that, in addition to offering personalized 

playlists to customers, it also tailors its marketing campaigns thanks to the incredible amounts 

of data it collects from them (see Figure 7). 

 

Figure 7: Spotify's "Thanks 2016, itôs been weird" campaign (www.businessinsider.com) 

3. Gamify the digital experience. If you offer enjoyable experiences, especially through digital 

and social media, customers are going to be more loyal and more willing to purchase again 

from the company. For example, managers organize contests with peculiar rewards on the 

companyôs website, app, or social networks, inviting users to collect points, take pictures of 

products, participate to quizzes, or play treasure hunts. These competitions are more effective 

if conducted during special events, such as anniversary, popular festivals, or product launches 

(VWO, n.d.). Starbucks, for example, offers a digital rewards program based on collecting stars 

(two stars every 1$) to get free food and beverages (see Figure 8).  

 

Figure 8: Starbucks Rewards Program (www.insideretail.asia) 
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4.  Continuously collect and incorporate customer feedback. Another useful suggestion is to 

always collect feedback from customers about what works and what does not. In this way it is 

possible to gain relevant information to improve the service, realigning customersô expectations 

with companyôs offer (see Figure 9). This tactic makes customers feel important, valued, and 

heard, ensuring them that their points of view are being considered. Some of the tactics 

managers can use are: email feedback forms, incentives to  participate to surveys, live chats or 

in-store feedback panels (VWO, n.d.). 

 

Figure 9: Netflix feedback form (blog.hubspot.com) 

These strategies make the difference in the competition to attract and retain customers but an 

important thing to remember is that companies cannot force customers to engage with them. 

Even following these best practices, only customers are the ones that decide how to interact and 

with whom. Managers create only the opportunities, preparing the most appropriate 

environment to interact with as many customers as possible and facilitating the relationships 

with them. 
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1.4 Benefits and Risks of Customer Engagement 

As we have seen before, in today digital and hyper competitive markets Customer Engagement 

can be the only key to differentiate a business from the others, ensuring long-term benefits to 

those who can exploit engagement opportunities. This paragraph will analyze more in detail 

these benefits but also the risks deriving from disorganized engagement strategies.  This 

framework allows to understand why is useful to prioritize Customer Engagement with a 

structured and programmatic approach. 

The first thing to consider (and the most important one for managers) is that Customer 

Engagement directly affects companiesô profitability, but how? 

Customer Engagement is about creating long-term relationship, increasing customersô loyalty 

and, consequently, customer retention. Customer retention is a critical indicator for companies 

and, according to Bain & Company, a 5% increase in this metric produces more than a 25% 

increase in profits. Engaged customers, in fact, tend to buy more from a company over time and 

they are often willing to pay a price premium to continue to do business with the company 

rather than switch to a competitor with whom they are neither familiar nor comfortable 

(Reichheld, 2001).  

Another analysis, elaborated from Gallup, emphasizes better these aspects (Sorenson, et al., 

2014): 

¶ In the consumer electronics industry, fully engaged shoppers make 44% more visits per 

year and spend $84 more than a disengaged customer. 

¶ In the hospitality sector, fully engaged hotel guests spend 46% more per year. 

¶ In casual and fast food restaurants, fully engaged customers make 56% and 28% more 

visits per month respectively, as compared to disengaged customers. 

¶ Fully engaged shoppers make 44% more visits per year to their preferred retailer than 

actively disengaged shoppers. 

¶ In the retail banking industry, customers who are fully engaged bring 37% more annual 

revenue to their primary bank. 

¶ In the insurance sector, fully engaged policy owners purchase 22% more types of 

insurances. 
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Regarding other positive effects of Customer Engagement, a recent survey (see Figure 6) 

highlights that the highest ranked benefits according to managers are ñincreased customer 

satisfactionò and ñacquisition of new customersò (respectively 87% and 86% of managers agree 

that these are the Customer Engagement advantages in their companies). Other highly ranked 

benefits managers affirm to observe are ñincreased market shareò (73%), and ñincreased 

customer retentionò (72%). In other areas such as ñdecrease the risk of new product 

introductionsò (52%) there seems to be disagreement (ŧyminkowska, 2019). 

 

Figure 10: Customer Engagement benefits (ŧyminkowska, 2019) 

All the benefits that are mentioned before are the result of careful and accurate engagement 

strategies and their achievement is not as easy as someone might think. Companies that take 

this path without setting clear objectives and without mobilizing the correct resources can face 

some risks that could undermine their current businesses (see Figure 11). Always according to 

managersô perspective, the most relevant risk when implementing wrong Customer 

Engagement tactics is to ñobtain useless ideas due to the lack of customer knowledgeò (56% 

agree on this point). Other risks observed by a significant number of them include: ñinformation 

overloadò (54%), ñloss of secrecy of information or know-howò (51%), and ñadditional costs 

of integrating customersô ideas in business processes and coordinating those processesò (46%). 

On the other hand, only a small part thinks that the ñlack of target market orientationò (32%) 
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and the ñdiminishing control of business processò (33%) represent a risk for their companies 

(ŧyminkowska, 2019).  

 

Figure 11: Customer Engagement risks (ŧyminkowska, 2019) 

This scenario emphasizes the importance of a balanced and smart approach. If Customer 

Engagement strategies are not structured in the correct way they can hide some pitfalls, increase 

total costs, and delay operations. Despite these difficulties, these types of methods are still the 

most effective way to improve a companyôs market position, create long-term relationships, 

boost sales, and win the competition.  
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1.5 Key Indicators 

The previous paragraphs highlighted how important is Customer Engagement to achieve better 

results and create a sustainable competitive advantage. Similarly, is also crucial to provide an 

operating framework to measure how well managers are engaging customers and how these 

customers are creating value for the company. To identify and evaluate the contribution in value 

of successfully engaged customers is useful to introduce the concept of Customer Engagement 

Value (CEV). According to V. Kumar CEV can be defined as: ña set of metrics provided by 

customers who value the brand and contribute to  the firm through (a) their purchase 

transactions, (b) ability to refer other customers to the firm, (c) power to positively influence 

other customers about the firmôs offerings, and  (d) knowledge about the firmôs product/service 

offerings in providing a feedback to the firmò. Going into details, Customer Engagement Value 

can be divided in 5 secondary indicators: 

¶ Customer Brand Value (CBV) 

¶ Customer Lifetime Value (CLV) 

¶ Customer Referral Value (CRV) 

¶ Customer Influence Value (CIV) 

¶ Customer Knowledge Value (CKV) 

CEV is not merely an aggregate of these components and a deeper comprehension of the 

interactions that occur within the framework can help managers in any business to evaluate 

customers contributions in the Customer Engagement process. The following sections will 

briefly explain the importance of each of these components (Kumar, 2013): 

Customer Brand Value (CBV) 

CBV is defined by Kumar as ñthe total value a customer attaches to a brand through his or her 

experiences with the brand over timeò. These experiences are built trough different marketing 

initiatives that companies implement to engage customers. This metric measures in detail the 

attitudinal value of customers and refers on how they perceive the Brand in their minds. It is a 

dynamic, multi-dimensional indicator that try to incorporate all the feelings, thoughts, 

perceptions, images, and experiences that are linked to the Brand in customersô minds. To get 

the value of this CBV a customer can be surveyed with specific demands in eight different 

areas: Brand Awareness, Brand Image, Brand Trust, Brand Affect, Brand Purchase Intention, 

Brand Loyalty, Premium Price Behavior, and Brand Advocacy. CBV will be the sum of all the 

averages of these individual components rated on a 10-point scale. 
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Customer Lifetime Value (CLV) 

CLV is a forward-looking metric that accounts on the profit contribution of customers, based 

both on customersô past purchase behaviors and future value of current and prospective 

customers. It helps managers to estimate a dollar value for long-term relationships with any 

given customer and to choose the best marketing strategies today to boost profitability 

tomorrow. Conceptually, it can be measured as the net present value of the monetary 

contribution on the profits related with customersô future purchases minus the net present value 

of future marketing costs. 

Customer Referral Value (CRV) 

As seen in the previous paragraphs, customers not only contribute with direct purchase, but also 

contribute through indirect behaviors, one of which are referrals. CRV is defined by Kumar as 

ñthe quantifiable measure of the type, quantity, and effectiveness of referrals or 

recommendations that an individual customer provides to others with regard to a particular 

productò. Companies incentivize referrals offering tangible compensations to customers for 

their efforts in attracting new ones. This indicator is computed trough the present value of future 

profits given by each referred prospect. For the computation is important to realize that not all 

the referrals generate the same value and different referrals can be successful or unsuccessful. 

Therefore, depending on these different impacts, CRV can be negative, positive, or zero in case 

of null impact on profits. 

Customer Influence Value (CIV) 

Referrals are not the only indirect way to influence customersô behaviors. Customers, in fact, 

can be also influenced by WOM activities, especially through social networks, that persuade 

and convert prospects into customers. Conceptually CIV is defined by Kumar as ñthe monetary 

gain or loss realized by a firm that is attributable to a customer (influence), through his/her 

spread of positive or negative WOMò. Differently from referrals, customers are intrinsically 

motivated to share WOM and is not necessary to monetarily compensate them. The CIV can be 

calculated considering the degree to which WOM affects receivers to make purchases and the 

contribution margin of each receiver when making the purchase. 
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Customer Knowledge Value (CKV) 

CKV provides a metric to measure customer knowledge and feedback about products and 

services, linking it to the companyôs profits. Conceptually, CKV is defined by Kumar as ñthe 

monetary value associated with the profits generated by a customerôs feedback, suggestion or 

an idea to the firm over a period of timeò. Customers leave numerous traces of opinions, both 

intentionally and unintentionally, which can be observed to improve the existing offering of a 

firm. To get more useful feedbacks is important to establish fast and simple communication 

tools, creating an interactive and effortless process. A good strategy to incentivize customers to 

leave comments and provide new ideas is to share part of the profits generated from these useful 

suggestions, keeping track of this value creation process.  

The sum of all these metrics can give a comprehensive picture of the state of Customer 

Engagement in the company and allows to understand the drivers for creating successful 

strategies. Another advantage of the CEV framework is that it highlights all the different facets 

behind the engagement creation process. It allows to optimally allocate marketing resources 

and, consequently, maximize the profitability. The quantification of Customer Engagement is 

the last step for a schematic and meticulous approach to this topic and concludes the process 

started with the mapping of the Customer Journey. 

1.6 Customer Engagement During COVID-19 

COVID-19 has literally shaken our lives in a very short period, altering attitudes and behaviors 

and revolutionizing our lifestyles. This sudden and unexpected change has forced a rethinking 

of what customers need and an urgent revision of customer journeys and engagement metrics. 

In this particular time of crisis, the customerôs interaction with a firm can immediately affect 

his or her sense of trust and loyalty. The competition has moved to how companies are able to 

deliver experiences and services that satisfy customersô new needs with empathy, care, and 

concern. A crucial factor is how rapidly companies adapt to this new scenario. For example 

redesigning experiences to reach customers where they are, building new agile capabilities and 

reimagining a new post COVID-19 world (Diebner, et al., 2020).  

Even if Coronavirus has drastically decreased face-to-face business interactions it has not 

removed the need for companies to engage customers. In fact, Customer Engagement is crucial 

during these difficult times because it can help companies to develop alternative revenue 

streams and will offer significative advantages when the economy will restart to grow. An 



23 

 

important thing to consider is that customers remember those Brands that have been coherent, 

trustful and have helped them to meet their emotional needs during the pandemic. To reach 

these results and increase the engagement with customers, companies have experimented some 

interesting solutions. First, some businesses have served as reliable resources for their 

customers and their communities. People in fact, needed a guidance and a support and wanted 

someone they can trust and make them feel safe when everything seemed uncertain. For 

example Gusto, a payroll startup, developed a small business resource hub focused on COVID-

19. The aim was to help small businesses to get the most updated news, information, and advice 

during that difficult time (Wingard, 2020). The way in which companies like Gusto played this 

crucial role have left lasting memories in customersô minds. Companies have not only helped 

customers but also their employees. A good example in this sense has been the one of Luxottica 

who decided to provide a 100% integration of the monthly net salary of all employees in layoff 

and a welfare bonus of 500ú net per month for everyone who have worked during the quarantine 

period (Carrà, 2020). These efforts help to create empathy with final customers and make them 

feel that their spending matters. Another important aspect to consider is that during this period 

customers have searched for more entertaining contents, as underlined from the increase in 

traffic in some websites such as Facebook (+27%), Netflix (+16%), and YouTube (+15.3%). 

Companies that have exploited these expanded digital interactions have also provided new and 

innovative contents to entertain and inspire customers (Wingard, 2020). Nike for example have 

launched a marketing initiative through its athletesô social networks accounts called ñNike 

Living Room Cupò, in which normal people have competed, on a weekly basis, with sport stars 

as Cristiano Ronaldo in digital workout series and home fitness challenges (see Figure 12).  

 

Figure 12: Cristiano Ronaldo's challenge for the Nike Living Room Cup (news.nike.com) 
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As all the other crisis, also this one has presented some opportunities for innovation and 

companies have understood how to adapt their businesses to these occasions. To boost 

engagement, managers are helping customers in new ways, offering them new products and 

services to deal with their new needs (Waldron, et al., 2020). For example, numerous Luxury 

companies as Armani, Prada, Gucci, and Bulgari (see Figure 13) have reconverted their plants 

to produce sanitizers and masks, combating the shortages of these products. This type of 

initiatives inject hope in the hearts of customers, as they see how firms are working to improve 

their lives, increasing Brand loyalty and reputation.  

 

Figure 13: Bulgariôs sanitizer produced during the COVID-19 emergency (www.bulgari.com) 

The pandemic situation has certainly undermined the world economy but companies with the 

right customer-centric approach continue to cultivate long lasting relationships with their 

customers, emerging sooner than competitors from the crisis. Best companies are learning very 

important lessons from this experience, improving their approaches and operations, and coming 

out stronger from the storm. The temporary strategies to meet customersô needs are becoming 

permanent improvements and are pushing post-pandemic profitability and engagement. The 

key is to communicate that the company is actively tackling the situation rather than passively 

suffering the downturn, being at the mercy of circumstances. 
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CHAPTER 2. GAMIFICATION MARKETING  

The first chapter highlighted how important is to engage customers and what are the main 

strategies and suggestions to do it right. As underlined, one of the most effective tactics to create 

strong and profitable bonds is exactly through gamified experiences. These experiences exploit 

the elements of game to create unique and challenging situations, bringing relationships to an 

upper level. All these strategies can be summarized in the term ñGamification Marketingò and 

are becoming more and more a useful resource for an increasing number of companies. 

This phenomenon is not something disrupting and Gamification techniques have been largely 

used also in the past in the most disparate sectors. The theme has acquired an increasing 

importance due to the advent of social networks, digital technologies, and online gaming. These 

revolutionary touchpoints have reshaped the entire way in which we intend relationships, 

offering a totally new and different perspective. Companies cannot ignore this new scenario 

and must challenge themselves, asking why millions of people are willing to spend their free 

time playing videogames, why they need digital avatar, why they always want to compete, and 

why they share the results of this competition on their social media.  

Gamification marketing is not a magic elixir to exploit these new trends and the road for 

building this type of campaigns is not free from obstacles. The truth, in fact, is that Gamification 

is only one of many possible ways to engage customers and it is always integrated in most 

comprehensive marketing strategies. Understanding the psychological drivers behind effective 

campaigns is also crucial because customers actively avoid poorly designed solutions. This 

chapter tries to answer these questions and these doubts, highlighting what Gamification really 

is, which are the secrets behind the phenomenon, and how companies can build successful 

marketing strategies based on gamified experiences. 
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2.1 What is Gamification? 

2.1.1 Origins of the term 

Gamification is not a recent phenomenon and this word has quite a long history. The term was 

coined in 2002 by the British Consultant Nick Pelling, who created a ñdeliberately ugly wordò 

to describe his activity of ñapplying game-like accelerated user interface design to make 

electronic transactions both enjoyable and fastò (Pelling, 2011). In his view, this term describes 

the act of building physical things, making them fun and effective to use. In particular, it refers 

to the services provided by Pellingôs consultancy start-up Conundra Ltd, specialized in this type 

of service. Despite this first experience was not a success, the word Gamification survived and 

slowly started to describe something completely different. 

Another early adopter of the term was Bret Terrill, the first in 2008 to report this concept in a 

blog article during the Social Gaming Summit, an annual meeting that focuses on strategies for 

building, monetize and grow social games. In his article Terrill used the term ñGameificationò, 

a slightly different spelling, that identified as ñthe use and application of game mechanics on 

other web properties to increase engagementò (Terrill, 2008). 

The Gamification phenomenon, as we intend today, was instead analyzed for the first time only 

in 2010, when Jesse Schell, a video games designer and eclectic professor at the Carnegie 

Mellon University, invited everyone to reflect on the unexpected revolution that was happening. 

Schell provided a picture of a near future characterized by an increasingly and pervasive 

penetration of some typical video games dynamics in daily life. In his speech he never 

mentioned the word ñGamificationò but, de facto, he theorized and defined for the first time 

this phenomenon He described how gaming would have been destined to go beyond the 

traditional borders of consoles and PCs, influencing every moment of human life (Petruzzi, 

2015). 

In the same year also Jane McGonigal, American game designer, prophesied a game-based 

paradise during her innovative TED Talk, ñGaming Can Make a Better Worldò. In her speech 

she affirmed: ñWhen I look forward to the next decade, I know two things for sure: that we can 

make any future we can imagine, and we can play any games we want, so I say: Let the world-

changing games beginò (McGonigal, 2010). This talk marked a turning point for Gamification, 

fixing a milestone in the union between game and reality. 
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Despite parallel terms have continued being used and new ones were introduced, such as   

ñproductivity gamesò, ñsurveillance entertainmentò, ñserious gamesò, ñapplied  gamingò, 

ñfunwareò, ñbehavioral gamesò, ñsocial gamesò, or ñplayful designò, Gamification have 

established itself as the most used one. From 2010 onwards this word went viral and became 

trend topic, arousing the interest of professionals and not. As highlighted from the interest 

shown for this term on Google searches (Figure 14) this word has continued to grow in 

popularity. It has reached a peak in 2019 and shows no sign of stopping. 

 

Figure 14: Interest over time of the search term "Gamification" on Google (trends.google.it) 

According to projections also the market size of Gamification is expected to increase from USD 

9.1 billion in 2020, to USD 30.7 billion in 2025, at a Compound Annual Growth Rate (CAGR) 

of 27.4% during this forecast period (MarketsandMarkets, 2020). 

This data suggest how revolutionary is the scope of this phenomenon and how it is slowly 

becoming part of our daily lives. Gamification is everywhere and we are surrounded by 

situations where the game plays a central role. Even if we cannot recognize it. 

2.1.2 Gamification Defined 

The increasing popularity of Gamification has attracted the interest of academics and 

researchers that have tried to theorize a formal framework for this topic. While the first 

theoretical definitions of the term were proposed by professionals from the field of game design 

and video games, its use in the marketing context seems confusing and limited in the 

conceptualization. The meaning of Gamification is regularly questioned and criticized and it 

does not exist a clear explanation that reconciles all the different perspectives. This section 

points out the main definitions, finding the differences between the various visions. It tries to 

provide a holistic frame of what Gamification is, especially from a marketing point of view.  
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Chronologically speaking one of the first definitions was theorized in 2011 by Sebastian 

Deterding who proposes the following meaning: 

ñGamificationò is an informal umbrella term for the use of video game elements in non-gaming 

systems to improve user experience (UX) and user engagementò (Deterding, et al., 2011) 

This first definition indissolubly links the concept of Gamification with the application of video 

game mechanics in contexts different from game. Its ultimate purpose is to improve user 

experience and user engagement. Always according to Deterding another possible explanation 

of the term is: 

ñGamification is the use of game design elements in non-game contextsò (Deterding, et al., 

2011) 

Both the definitions share the idea that the core of Gamification are game mechanics that are 

used in non-gaming scenarios for other purposes than their normal expected use. In this 

perspective what distinguishes Gamification from a generic "playful" design is that 

Gamification tries to recreate the same set of emotions typical of video games. It does so 

through scoring systems, missions, and leaderboards with a purpose that goes far beyond the 

simple entertainment.  

A following definition from Huotari and Hamari underlines the limits of Deterdingôs one giving 

a service marketing perspective of the theme. From their point of view playerôs voluntary 

commitment and participation are critical determinants of a game. For this reason, the value of 

this service is determined only by customerôs subjective experience. Also the emotions related 

to the game are always stimulated by individualôs perceptions. In other terms, is possible that 

the same gamification context can be perceived as a gameful experience from one user but does 

not do so for another. Based on these premises, they define Gamification as: 

ñA process of enhancing a service with affordances for gameful experiences in order to support 

user's overall value creationò (Huotari, et al., 2012) 

Huotari and Hamari emphasize more the experiences of engagement that Gamification tries to 

create, rather than the methods. Differently from Deterdingôs definitions that are based only on 

the use of certain game elements and are limited to non-game contexts, this one provides a 

broader vision of the phenomenon, enclosing all the experiences that are perceived as a game 

from a user. What matters are not a set of standard game mechanics but the process that leads 

to the creation of a gameful experience. Independently from the success or not of the 

Gamification campaign.  
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A more holistic definition that tries to put together the first two is the one provided by Gabe 

Zichermann and Christopher Cunningham, that define Gamification as:  

ñThe process of game-thinking and game mechanics to engage users and solve problemsò 

(Zichermann, et al., 2011). 

This framework for understanding Gamification is more powerful and more flexible than the 

previous ones. It can be easily applied to any problem that can be solved through influencing 

human motivation and behavior. It brings together all the disparate discussions that have been 

theorized merging them into a cohesive definition. From this perspective is not sufficient to use 

only game mechanics but is necessary to develop a coherent process of game-thinking. Also in 

this case the main goal of Gamification is to create engagement with potential users but without 

specific restrictions in terms of services and contexts. 

Lastly, an updated version of the term was provided in 2014 by the research and advisory 

company Gartner, that defines Gamification as:  

ñThe use of game mechanics and experience design to digitally engage and motivate people to 

achieve their goalsò (Burke, 2014). 

This definition is similar to the one provided by Zichermann and Cunningham, both in meaning 

and contents, but offers a slightly different point of view. Indeed it focuses more on the digital 

side of the Gamification process. According to this conceptualization the key elements are: 

¶ Game mechanics related to the use of elements such as points, badges, and leaderboards, 

usual in many games. 

¶ Experience design that describes the journey players take with elements such as game 

play, play space and story line. 

¶ Digitally engage, meaning that players interact with computers, smartphones, wearable 

technologies, or other digital devices, that generate engagement. 

¶ Motivate people, meaning that this process can modify behaviors, develop skills, or 

drive innovation. 

¶ Achieve their goals, meaning that when business goals are aligned with those of the 

players, the organization achieves its purpose because of players achieving theirs. 

All these different definitions provide unique facets of the same phenomenon, and only 

analyzing each of them is possible to have a thorough comprehension of what Gamification is.  
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Despite the differences, what emerges to be relevant is the final goal of Gamification: engage 

customers. This purpose is achieved through a process that involves not only game mechanics 

and elements, but everything that can be perceived from the customer as entertaining and 

gameful. Videogames and online games are important tools to build Gamification strategies but 

represent only a small portion of this broad phenomenon. From a marketing perspective, 

Gamification emerges to be a customer-centric approach that is intended to exploit all the 

emotions typical of game contexts, creating stronger and lasting relationships for marketing 

purposes. The following paragraphs offer an in-depth classification of these mechanics, and of 

the psychological drivers involved in the process. 

2.1.3 Gamification Categories 

From the companyôs perspective, Gamification strategies can be useful not only for marketing 

purposes but also to improve other critical aspects of the business. According to Werbach and 

Hunter, two of the most important Gamification experts in the world, the main Gamification 

categories are: internal, external, and behavior change (Werbach, et al., 2012). These categories 

differ both on the basis of the target (individuals or employees/communities) and on the type 

of benefit created (organizational benefit or personal benefit). 

 

Figure 15: Relationship between different Gamification categories (Werbach, et al., 2012) 
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Internal Gamification 

This type of Gamification is addressed to actual and potential employees and other internal 

members of the organization. Companies can use it to foster productivity, promote innovation, 

support corporate culture, and improve business results. An example is the use for Human 

Resources purposes, such as recruiting or training. Marriott International has developed a 

Facebook game to recruit potential candidates called ñMy Marriott Hotelò (see Figure 16). It 

allows the applicants to manage their own virtual hotel in which they design their own 

restaurant, purchase inventory, train employees and serve guests. This simulation is based on 

points, assigned according to the quality of the customer service provided and the virtual 

customer satisfaction (Marriott International, 2011). 

 

Figure 16: My Marriott Hotel game simulation (Marriott International, 2011) 

External Gamification 

This category is addressed to customers or prospective customers and, generally, is driven by 

marketing objectives. In this context Gamification is a way to create relationships between 

companies and customers, increasing engagement, identification with products, loyalty, and 

finally revenues. The scope of this research is based on this precise category that is further 

analyzed in the following paragraphs.  
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Behavior Change Gamification 

This form of Gamification seeks to generate beneficial new habits among a population and can 

be applied both on the single individual or on the entire community. Through Gamification 

techniques is possible to encourage people to make better health choices such as eating better 

or working out more, make kids learn more, or develop systems that help people save money 

for retirement. The goal of this types of programs is to produce desirable societal outcomes: 

less obesity, more effective educational system, lower medical expenses, or better financial 

decisions. The main sponsors of these campaigns are usually nonprofits or governments but 

they can also create private benefits. Recyclebank, for example, uses game mechanics to reward 

people for taking daily green actions with discounts and deals from local and national 

businesses. Members, whose cities have partnered with Recyclebank, earn points for recycling, 

and collect them online or on the bankôs application (see Figure 17). Finally, they can transform 

these points into local deals, donations, or exclusive savings on sustainably made goods 

(Recyclebank). In this example the use of a very simple game system based on points and 

rewards can stimulate a desirable outcome for the whole society.  

 

Figure 17: Recyclebank rewards system on its iOS app (apps.apple.com) 
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2.2 The Elements of Gaming 

As mentioned before, the Gamification process is a combination of different game elements 

that create engaging and entertaining experiences. But which are these elements?  

To answer this question is necessary to analyze and decompose games into their core 

mechanics, understanding what makes a game, a game. Werbach and Hunter have developed a 

relevant framework for Gamification, defined ñThe Game Element Hierarchyò. This pyramidal 

scheme is composed by three categories of game elements: dynamics, mechanics, and 

components (Werbach, et al., 2012). 

Each mechanic is tied to one or more dynamics, and each component is tied to different higher-

level elements. All these elements can be represented through a pyramid and are organized in 

decreasing order of abstraction (see Figure 18). 

 

Figure 18: The Game Element Hierarchy (Werbach, et al., 2012) 

To create the perfect Gamification experience is crucial to mix these elements together in the 

right way, creating a game context that is entertaining and engaging. Having a full knowledge 

of how these elements interact with each other is also the only way to make a Gamification 

project winning. The last important thing to consider is that is not necessary to include all the 

elements for a compelling design but only the most appropriate ones. 
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2.2.1 Dynamics  

Dynamics occupy the highest level of abstraction in the Game Elements Hierarchy. According 

to Werbach and Hunter, the most important game dynamics are: 

1. Relationships (social interactions generating feelings of camaraderie, status, altruism) 

2. Emotions (curiosity, competitiveness, frustration, happiness) 

3. Progression (the playerôs growth and development)  

4. Constraints (limitations or forced trade-offs)  

5. Narrative (a consistent, ongoing storyline)  

Dynamics represent the macro aspects of the gamified system and they never directly enter into 

the game. Managers can build their gamified experiences to generate the desired dynamics, 

giving a different shade on the basis of their goals.  

2.2.2 Mechanics 

Mechanics are the basic processes that drive the action forward and generate player 

engagement. Werbach and Hunter identifies ten critical game mechanics: 

1. Challenges (puzzles or other tasks that require effort to solve)  

2. Feedback (information about how the player is doing)  

3. Chance (elements of randomness) 

4.  Rewards (benefits for some action or achievement) 

5.  Win States (objectives that makes one player or group the winnerðdraw and loss states 

are related concepts) 

6. Turns (sequential participation by alternating players) 

7. Competition (one player or group wins, and the other loses)  

8. Transactions (trading between players, directly or through intermediaries) 

9. Cooperation (players must work together to achieve a shared goal) 

10. Resource Acquisition (obtaining useful or collectible items)  

Through different combinations of these mechanics is possible to achieve one or more of the 

dynamics previously listed. A random event, such as a prize that appear without warning, may 

increase playersô curiosity and interest. It might also be a way to attract new participants or 

keep existing players involved.  
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2.2.3 Components 

Components are more-specific forms that mechanics or dynamics can take. The important game 

components indicated by Werbach and Hunter are: 

1. Achievements (defined objectives)  

2. Combat (a defined battle, typically short-lived)  

3. Quests (predefined challenges with objectives and rewards)  

4. Social Graphs (representation of playersô social network within the game) 

5. Avatars (visual representations of a playerôs character) 

6. Levels (defined steps in player progression)  

7. Teams (defined groups of players working together for a common goal) 

8. Boss Fights (especially hard challenges at the culmination of a level) 

9. Content Unlocking (aspects available only when players reach objectives) 

10. Gifting (opportunities to share resources with others)  

11. Virtual Goods (game assets with perceived or real-money value)  

12. Collections (sets of items or badges to accumulate)  

13. Points (numerical representations of game progression)  

14. Badges (visual representations of achievements)  

15. Leaderboards (visual displays of player progression and achievement) 

Each of these component ties to one or more higher-level elements, exactly as each mechanic 

ties to one or more dynamics. Mixing these different elements is possible to create every 

possible game. Despite all these components represent important parts of gamified experiences, 

three of them deserve special attention: points, badges, and leaderboards. Gamification systems 

heavily rely on them due to their power, practicality, and relevance.  

Points are used to motivate people to act in a certain way by collecting them. They can be used 

in Gamification contexts to effectively keep the score, determine the winning conditions of the 

gamified process, create a connection between progression in the game and extrinsic rewards, 

provide feedback, mark a status with respect of other players, and provide data for game 

designers. Points have some limitations by nature because they are abstract, uniform, and 

interchangeable. Each additional point simply signals a greater magnitude and nothing more. 

For these reasons point systems are usually linked with badges. 



36 

 

A badge is a visual representation of some achievement within the gamified experience and 

some badges simply indicates a certain level of points. Antin and Churchill identifies five 

primary motivations for badge systems (Antin, et al., 2011): 

¶ Badges act as goal setting mechanisms, challenging players to achieve determined 

results.  

¶ Badges provide instruction about what is considered possible in a given context. They 

embody social norms, illustrating the types of interactions and activities that are highly 

valued. 

¶ Badges are signals of playersô reputation in a given system. They provide information 

about interests, expertise, and past interactions, facilitating the assessment of playerôs 

reliability. 

¶ Badges performs as virtual status symbols and affirmations of the playerôs personal 

journey through the Gamification system. 

¶ Badges supports group identification, binding a group of players together around a set 

of shared experiences. The achievement of certain objectives increases the sense of 

solidarity within the group. 

The most important characteristic of badges is their flexibility. Gamification designers can 

create many different types of badges for every possible activity. The range of badges is only 

limited by the imagination and this allows the gamified system to engage the most disparate 

group of players on the basis of their singular interests.  

Leaderboards are ranked lists of participants in a game, with the highest scores on top. In this 

way players know exactly where they are with respect of other players. On one hand 

Leaderboards make performances public for all, incentivizing comparisons, and motivating 

players to improve their results. On the other hand, they can be powerfully demotivating for 

low ranked players, inducing them to stop trying. To mitigate this problem Leaderboards need 

to be designed as dynamic scoreboards, tracking multiple attributes at the same time. Game 

designers can emphasize different features and incentivize players to compete on various 

aspects of the game. Leaderboards can also be linked with social networks, creating a bridge 

between the game and the playerôs social life (Werbach, et al., 2012). 

For example Fitbit, popular company producing wearable solutions for fitness, offers an 

application that exploits all these elements with the intent to encourage its customers in daily 

sports activities (see Figure 19). This gamified software allows users to collect points on the 

basis of their steps, stimulating running and healthy activities.  
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Thanks to a leaderboard, users can compare their results with friends, using their points to climb 

the ranking. Fitbit application includes also more than 100 badges to recognize a variety of 

achievements. These virtual awards are designed to help people to celebrate even the smallest 

victories as steps taken, floors climbed or weight loss. This case represents a perfect example 

of how to use in the right way points, badges and leaderboards as engagement and motivational 

tools. 

 

Figure 19: Use of points, badges, and leaderboards in the Fitbit application (www.fitbit.com) 

As the previous case suggests, to create engagement with players, is necessary to develop 

coherent gamified experiences, choosing the most suitable combination of game elements and 

integrating them with a clear goal. Inserting points, badges, or leaderboards, without a precise 

idea, generates only ineffective projects, with low value for users, and poor results. The terms 

that describe these types of errors are pointsification and badgeification which are defined as 

the drift and degeneration of Gamification (Petruzzi, 2015).  

The development of a successful design is first of all connected with the understanding of 

customers' needs, and game elements are useful tools to reach this goal. Therefore, adopting the 

Gamification thinking only distributing points and creating rankings without a clear focus, 

means misrepresenting the sense and the potential of this approach, applying it superficially. 
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2.3 Types of Players 

Knowing the target audience of the Gamification process is critical to drive customer behavior 

in the desired way. The more a company knows about current and potential customers, the 

easier it is to design a successful experience, effectively engaging players. A good 

understanding of playersô traits provides crucial inputs into the type of game mechanics and 

elements that are more appropriate to engage final users. For example, the first clear distinction 

that can be noted is the target predominant gender. Traditional and competitive games, in fact, 

tend to attract mainly males, while social and mobile games tend to attract mostly females. 

Some research shows also significant differences in attitudes between different generations. 

Generation X, those born between the early 1960s and the early 1980s, tend to be hierarchy 

oriented and do not tolerate failure. On the other hand Millennials, those born from the early 

1980s to the early 2000s, expect immediate feedback and are more willing to take risks and 

endure failures. For Gamification purposes, this knowledge provides crucial clues of the 

receptiveness of players to game mechanics. These indications are crucial to understand how to 

structure the process when gamifying a product or service (Kumar, 2013). 

A first useful distinction between players is provided by Bartle, according to whom, players 

can be classified in four main categories: Killers, Achievers, Socializers and Explorers (Bartle, 

1996). 

 

Figure 20: Bartle's player types (Kumar, 2013)  
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2.3.1 Achievers 

Achievers are those players interested in doing things during the game, i.e. in acting on the 

world. They are interested in collecting points and gaining status, showing their friends how 

they are progressing. The problem with this type of players is that it is difficul t to design a 

system where everyone can win and achieve. And for achievers, losing at the game will likely 

cause them to lose interest in playing it. About 10% of players can be classified as achievers.  

2.3.2 Explorers 

Explorers want to discover new aspects of the gameplay, continuously interacting with the game 

world. The experience itself and the sense of wonder created by the virtual universe are their 

objectives. Other players add depth to the game but are not essential parts of it. The best strategy 

to attract them is to add surprises to the gamified experience, giving some sort of freedom to 

players to discover the game. About 10% of players shows this type of traits. 

2.3.3 Socializers 

Socializers need to interact with other players and play games for the benefit of a social contact. 

These players are willing to collaborate in order to achieve bigger and better results than they 

could on their own. The game world is just a setting and are the other players that make it 

interesting. Socializers are also very proud of their friendships, their contacts, and their 

influence. About 80% of total players can be classified as Socializers, making it the largest 

group.  

2.3.4 Killers 

Killers are interested in doing things to people, i.e. in acting on other players. What sets them 

apart from Achievers is that Killers want to see other people lose, showing their superiority. 

They are highly competitive, and the victory is what motivates them, aiming to be always the 

best in the game. This category is the smallest one and only a small portion of players, less than 

1%, shows killers traits.  

Everyone shows elements of all four-player types to some degree and Bartleôs scheme allows 

only to understand which is the predominant nature. As mentioned before, understanding the 

type of players that interact with the Gamification experience helps companies to select the 

game mechanics that are more suitable for the target audience.  
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For example, a prominent display of leaderboards may be a useful idea to motivate Killers and 

Achievers player types. On the other hand, to attract Socializers, game designers include game 

elements that enable community, collaboration, and socialization. Bartleôs analysis underlines 

in particular the huge importance of this last social dimension, being Socializers the largest 

player category. When developing Gamification marketing campaigns, is crucial to pay 

attention to the social part of the experience. This allows players to interact and cooperate with 

others and share their results with friends. A careful research on potential players is always 

necessary to be able to address their special needs, creating successful and engaging 

experiences. 

2.4 Psychology Behind the Phenomenon 

To understand how to build the most effective Gamification experience it is important to 

explore the hidden reasons that drive people to play. Games are one of the most powerful forces 

in all of humanity and are able to motivate people to behave in very precise ways. From a 

psychological point of view playing is an activity that involves a series of interesting dynamics 

to study. These activities include how to attract players, keep them active, increase engagement, 

nurture loyalty, or activate a relationship with a Brand. Despite the numerous psychological 

theories that can be linked with games and gaming in this section are presented only the most 

relevant ones for Gamification purposes. 

2.4.1 The Flow Experience 

At the heart of the success of games there is an idea called flow. This idea derives from the 

studies of Mihaly Csikszentmihalyi, a psychologist and professor, famous for his research on 

happiness and creativity. According to his theory what makes an experience genuinely 

satisfying is a state of consciousness he calls flow, a state of concentration between anxiety and 

boredom that makes the person completely absorbed in his activities (see Figure 21). The flow 

experience is therefore characterized by total involvement, loss of sense of time, high 

concentration, intrinsic motivation, focus on the goal, and satisfaction in carrying out the 

activity. It can be encountered in different situations even in everyday life but the activity that 

is more capable of inducing flow, according to the psychologist, is the game. Occasionally flow 

may occur by chance, because of a fortunate coincidence of external and internal conditions. 

But is much more likely that this status results either from a structured activity or from an 

individualôs ability to make flow occur.  
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The basic common criteria of activities to induce a flow experience are: 

¶ Precise objectives 

¶ Balance between perceived challenge and perceived ability (boredom/anxiety) 

¶ Clear and immediate feedback 

An interesting observation of Csikszentmihalyi is that many dimensions of society do not 

induce flow and are thus not very satisfying (classic examples are school, or work). In this 

scenario Gamification is seen as a possible solution to induce the state of flow even in activities 

different from games, increasing participation and engagement (Csikszentmihalyi, 1990). From 

this psychological point of view a game is much more than a simple entertaining way to spend 

free time and involves people on a much more intimate and profound level. The need to generate 

flow experiences is one of the possible reasons why Gamification is becoming an important 

part of companiesô marketing strategies. 

 

Figure 21: Flow Zone (Csikszentmihalyi, 1990) 

2.4.2 The Octalysis Framework 

Yu-kai Chou, a pioneer in the industry of Gamification, provides us with one of the most 

important frameworks to understand the motivational reasons behind this phenomenon. The 

tool he theorizes, called the Octalysis Framework, derives its name from an octagonal figure 

with eight Core Drives, each one representing a side of the shape (see Figure 22). This frame 

explains the various systems that make a game engaging and the drivers that motivate people 

to play. According to Chou, different types of game techniques influence people differently; 

some through inspiration and empowerment, some through manipulation and obsession. Every 
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action we take depends on the presence of at least one of the eight Core Drives. This is important 

to consider because it underlines that if there are none of these elements behind a desired action, 

there is no motivation, and no related behavior (Yu-kai Chou, 2014). The position of the 

different Core Drives is not random. Those located in the upper part, named by the author White 

Hat Gamification, generates positive motivations, and make the player feel happy, satisfied, 

and respected. On the opposite, those located in the bottom part, are defined as Black Hat 

Gamification, and are considered to be more negative motivations. Differently from the first 

category, this type of drivers creates a sense of urgency and makes the player anxious, obsessed, 

and addicted to the game. Ownership and Social Influence belong simultaneously to both the 

categories. They have in fact both negative and positive aspects and can be used alternatively 

to generate opposite reactions.  

 

Figure 22: Octalysis Framework (Yu-kai Chou, 2014) 

Epic Meaning & Calling  

Epic Meaning & Calling represents the desire to participate in something much greater than us, 

to contribute to the creation of a collective good, to be chosen, predestined, and called to a 

mission, to a destiny. A clear example of this drive is given by people devoting their time in 
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free projects as Wikipedia, contributing because they believe they are protecting humanityôs 

knowledge, something much bigger than themselves. Gamification designers can take 

advantage of this driver trough the epic narrative, including missions as save a princess, defeat 

an invader, or free a hostage. 

Development & Accomplishment 

Development & Accomplishment is defined as the internal drive for making progress, 

developing skills, achieving mastery, and eventually overcoming challenges. Our daily life is 

constantly characterized by progressions, competitions, tests to be faced and goals to be 

achieved. This core drive is the easiest to design and include in the Gamification experience, 

through points, badges, and leaderboards. 

Empowerment of Creativity & Feedback 

Empowerment of Creativity & Feedback occurs when users are engaged in a creative 

experience where they repeatedly figure new things out and try different combinations. People 

need to see the results of their creativity, receiving feedback and adjusting in turn. Clear 

examples are the timeless success of LEGO bricks and the possibility of customizing avatars, 

one of the typical game mechanics in gamified experiences. In this case a game designer no 

longer needs to continuously develop additional content to keep the activity fresh and engaging. 

The brain simply entertains itself. 

Ownership & Possession 

Ownership & Possession occurs when users are motivated because they feel like they own or 

control something. When people feel ownership over something, they innately want to increase 

and improve what they own. Virtual goods and virtual currencies are typical examples of how 

game designers have exploited the natural desire to possess of individuals. 

Social Influence & Relatedness 

Social Influence & Relatedness includes all the social elements that motivate people, as 

mentorship, social acceptance, social feedback, companionship, and even competition and 

envy. This principle is the basis of cooperative and competitive mechanics in games. In this 

type of experiences it is possible to invite friends, challenge them, or ask them for help. This 

element of community is among those that certainly characterize the success and diffusion of 

the Gamification phenomenon. 
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Scarcity & Impatience 

Scarcity & Impatience is defined as wanting something simply because it is extremely rare, 

exclusive, or immediately unattainable. This concept is typical also of the economic thought: 

the more a resource is scarce, the more this resource increase in value. Typical game mechanics 

that exploits this core drive are appointment dynamics (ñcome back 2 hours later to get your 

rewardò), and countdowns (ñyou have only 30 minutes to complete this activityò).  

Unpredictability & Curiosity 

Unpredictability & Curiosity occurs when someone is constantly engaged due to the 

unpredictability of what is going to happen next. Examples of this type of motivation is given 

by lottery programs, betting systems, or contests. Game designers take advantage of this core 

drive through mechanisms such as random bonuses or "Easter Eggs": special elements that 

developers hide in the game, letting the user find them gradually, generating a surprise effect. 

Loss & Avoidance 

Loss & Avoidance is defined as the motivation to avoid something negative from happening. 

Applied to game mechanics, an example is given by negative reinforcements or malus: if a 

certain action is not taken, or a specific objective is not achieved, a negative event occurs. In 

these cases the player risks to lose something he have worked hard to gain and is motivated to 

avoid this loss with all his resources. 

This framework underlines the importance of considering the broad spectrum of human 

emotions and motivations when developing a gamified experience. Chou defines this approach 

ñHuman Focused Designò, proposing a different method to interpret the Gamification 

phenomenon. From a marketing perspective is crucial to deeply understand customers 

behaviors and their intrinsic motivations before developing a Gamification initiative. This 

framework provides useful suggestions to select the most appropriate game elements to induce 

the desired reactions and create engagement with customers. In general the psychological side 

of the experience plays a crucial role for the success of this type of strategies. If this force is 

channeled in the correct way it can provide huge benefits to companies developing 

Gamification marketing campaigns. 
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2.5 Gamification as a Marketing Tool 

As previously mentioned, Gamification mechanisms has proven to be powerful means to 

motivate and engage people. Due to these characteristics, this phenomenon has therefore 

aroused the interest of marketers. The application of Gamification techniques is in fact 

becoming an important part of companiesô strategies to attract new customers and retain the 

existing ones. However, the development of this type of campaigns is harder than it looks. 

Gamification needs a delicate fusion of art and science. On one hand, it requires emotional 

concepts such as fun, play, and user experiences. On the other hand, it is related to measurable 

and sustainable systems that serve concrete business objectives. A perfect design process 

merges creativity and structure to match customersô needs with technical feasibility and 

business realities (Werbach, et al., 2012).  

2.5.1 How to Implement Gamification Marketing Strategies 

The development of Gamification marketing strategies requires an adequate allocation of 

resources, as well as a structured approach. According to Gamify, a leading company in 

providing Gamification marketing solutions, the cost for these initiatives can range from $4k-

$8k for the game alone, while the recommended timeframe sits around the 6 weeks of work. 

Obviously, there are a lot of different factors that can influence both time and budget, depending 

on additional promotional elements, customizable components, special needs, and total length 

of the campaign. However, in order to be successful, some good practices are required (Gamify, 

n.d.):  

1. Set Goals Beforehand 

Set one clear priority, giving a direction to the Gamification campaign, is a crucial step to ensure 

the success of the strategy. The main priorities usually include the purpose of educating clients 

on a new product, create hype around the Brand, sell more units of an item, or simply generate 

awareness. Managers often forget this simple takeaway, developing campaigns that makes only 

noise in the hope of staying at the front of customers minds. Understanding what the company 

is trying to achieve help to decide the correct content and elements to include in the experience. 

Starting with a goal in mind, allows to work backward and create games, quizzes, and contests 

that operate toward that goal instead of creating a game and hoping it benefits the organization. 
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2. Know the Audience 

The success or failure of companiesô marketing campaigns depends on how strongly they target 

the audience. To attract new customers and bring them on the companyôs website is crucial to 

create tailored and specific contents. An analysis of the customer base helps to understand 

customer needs and to appeal directly to those the company would like to engage. Age, gender, 

interests, and location all matter when choosing a game. Knowing who the audience is, allows 

to select the right kind of game in order to reach that demographic. 

3. Keep It Simple 

Since the primary goal of Gamification is to achieve Customer Engagement through a defined 

strategy, game mechanics need to be simple and straightforward. Good practices include 

avoiding intricate point dynamics or leaderboards that involve a complex set of rules and 

criteria. Customers always compare risks and rewards when they face a challenge. If the game 

requires too much effort than most people will move on, leaving engagement levels low. 

Gamification does not need to be complicated to work and basic mechanics are more effective 

and even cheaper. An example of a very simple Gamification Marketing experience is provided 

by the M&Môs ñEye Spy Pretzelò campaign. The aim was to push the sales of a new product of 

the brand, the "mini-pretzels". The game consisted in a simple cost-effective image in which 

players had to find one small pretzel hidden among many M&Môs candies (see Figure 23). This 

puzzle, conveyed through social media, generated 25.000 new likes for the company on 

Facebook and around 6.000 total shares (Shannon, 2020).  

 

Figure 23: M&M's ñEye Spy Pretzelò Gamification marketing campaign (www.gamify.com) 
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4. Campaign Duration 

The length of a campaign and when it is launched are two other important factors. The 

recommended timeframe for most campaigns sits around the six weeks, allowing enough time 

to promote a following but not enough time to become out of fashion. Managers want customers 

to feel a sense of urgency when participating in the campaign. If they feel that they have all the 

time in the world, they may continue to postpone, losing the opportunity to participate.  

5. In-Store Gamification 

Another important suggestion is to use Gamification also in brick-and-mortar stores, actively 

involving customers when they are purchasing a product or a service. Gamification is a fun way 

to get customers engaged with companyôs business, convince them to spend more time in the 

stores, and form deep Brand Loyalty. It also allows to collect valuable customer data which will 

help managers to learn more about their shoppers and clients. These games can be played on 

smartphones, interactive touchscreens, or in-store mounted tablets positioned in line. Having 

in-store leaderboards stimulate the competition amongst customers and is an immediate way to 

incorporate a social element to a customerôs visit. In-store Gamification is also an effective way 

to distribute coupons or discounts to customers that they are more likely to redeem. For example 

Milka used some interactive panels positioned inside the stores to engage customers. Shoppers 

were invited to interlock fingers with a friend to make a Milka chocolate bar and then share a 

picture through their social channels (see Figure 24). The reward was a chance for a free trip in 

the Alps. This campaign was a success, achieving 299 million Milka Brand exposures and 

engaging 12.4 million shoppers in only one month (Ksubaka, n.d.).  

 

Figure 24: Milka's in-store Gamification marketing campaign (www. ksubaka.com) 
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6. Promotion Across Relevant Media 

Gamification marketing is not a one-size-fits-all process. When a company launches a 

Gamification initiative, usually it pays attention to where the target customers are and what 

kind of content they respond to. To launch a successful campaign is critical to link it to social 

media platforms such as Facebook or Instagram. Without understanding which the most 

suitable media channels are, it is very difficult to attract the right audience. The channels a 

company selects are different depending on the business, target customers and final goals. 

7. Content Calendar 

After having decided where to promote the campaign is important to define a content calendar 

to be sure to stay on the right track. If managers fall behind, miss a post, or forget about a 

platform completely, it could ruin the entire plan. Sporadic posts and inconsistent messages 

may also make customers think that the company do not really care about the online presence 

or the campaign at all. If a game exists on the companyôs website but no one is being informed 

through appropriate messages, the whole strategy is likely to fail. A content calendar helps to 

stay organized and ensures to post the right information at the right time, allowing to see the 

big picture of the process. 

8. Key Performance Indicators (KPIs) 

The last step when developing a Gamification marketing campaign is to define an integrated 

set of indicators. Setting correct KPIs before the start of the Gamification campaign, outlines a 

direction for the whole project and offers important benchmarks to understand the course of 

action. These indicators are the only way to know whether the plan is working or not and 

identify strategic occasions for improvement. The data collected during the campaign helps to 

understand what kind of content the audience likes, what ads are the most effective, and whether 

the company is reaching the right customers.  

These simple takeaways make the difference between successful and unsuccessful 

Gamification strategies. Before starting to invest managers usually consider if a game fits 

perfectly into their wider marketing plan or not. They define in advance what they want to get 

from that game in relation to the strategy, allocating the total budget accordingly. Another 

crucial role is played by Storytelling. Narratives are an integral part of people's way of 

perceiving the world. For this reason, intriguing stories are often the fulcrum of games and are 
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useful to support their ability to engage and thrill players. Storytelling contributes to 

Gamification marketing under five fundamental aspects (Maestri, 2017): 

¶ Sense: stories add a meaning to gamified projects, increasing their attractiveness. 

¶ Interest: an intriguing narrative, combined with a set of points, badges and leaderboards, 

increases the interest of players. 

¶ Identification: storytelling offers users the opportunity to become protagonists of the 

experience. 

¶ Engagement: a natural consequence of Storytelling is to create engagement with players. 

¶ Progression: the sense of progression can be more compelling if linked with the 

different phases of a story.  

Storytelling have a significant impact when developing a game for marketing purposes. If used 

correctly it can increase the participation of customers. Designing a gamified experience 

without including a good story can undermine all the efforts, generating poor and inconclusive 

results. Summing up, all the following suggestions are crucial points to consider when 

developing this type of marketing strategies and can be easily overlooked in the excitement of 

creating a new campaign. Whether to have success or not depends entirely on how well 

managers know the audience and how much they prepare. Taking the right time to understand 

what the target customers need, what they are looking for, and how the company can help them, 

allows to create a Gamification marketing experience that grabs the attention and consistently 

attract new customers. Lastly, a careful integration with social networks and a coherent 

storytelling create the perfect mix to attract and retain customers, generating consistent benefits 

for the whole organization. Effective Gamification flourishes under the possibilities of social 

sharing, chatrooms, social media groups and so on. If customers do not have the possibility to 

display their achievements, communicate or be a part of a community they will begin to lose 

interest and motivation, undermining the entire campaign. 
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2.5.2 Benefits and Limitations of Gamification Marketing Strategies 

If the steps explained in the previous paragraph are respected, Gamification marketing can 

create enormous advantages for companies. In detail, the main benefits deriving from this type 

of campaign can be summarized in few points (Gamify, n.d.): 

1. Fun: games bring fun and enjoyment to users, and fun is marketable. 

2. Measurable engagement: gamified solutions allow to create measurable engagement, 

capturing data about how many unique players interact, who is sharing on socials, and 

who is redeeming the earned rewards. 

3. Affordability : this type of marketing campaigns is relatively inexpensive and in terms 

of cost-performance ratio offers better results than traditional ones. 

4. Data collection: Through this type of initiatives is possible to accumulate information 

regarding the users, respecting all the privacy norms. Managers usually exploit these 

information for future marketing strategies and business purposes. 

5. Wide market reach: games are multi-generational and appeal to young and old alike. 

6. Positive association: the psychology behind Gamification marketing is relatively 

simple; customers play a game and earn a reward, generating positive emotions that can 

be directly linked with the Brand in question. 

7. Brand awareness: customers are repeatedly exposed to companyôs Brand when they 

play. As a consequence, they are more likely to purchase the marketed products due to 

Brand recall. 

8. Community creation: gamified applications can be easily shared across various social 

media channels with simple links and embedded play buttons, creating a wide and active 

community.  

Despite these positive aspects, Gamification marketing hides some pitfalls. If managers are not 

well prepared they can run into unpleasant surprises. First of all, the myth that Gamification 

can solve any brand-related problem must be debunked. When companies find that their 

standard practices are not delivering the results that they hoped for, they often decide to try new 

marketing strategies to see if results change. This great expectation for Gamification to 

eliminate companyôs preexisting problems, combined with a lack of knowledge on how to 

develop gamified solutions, almost always leads to disappointment. Managers expect to see the 

results happen instantly and forget that Gamification is only a tool. Nothing more. Like any tool 

it needs a context to function and someone to handle it. Another error to avoid is to include too 



51 

 

many rewards. The reward structure of any game plays a crucial role in its success and must be 

carefully balanced. On one hand, rewards are positive motivators that induce players to play 

more and more. On the other hand, if users are being rewarded for every little action, the clarity 

and weight of rewards is lost, making the whole system null and meaningless. If managers 

constantly use points, badges, and rewards for any promotional event, customers will also lose 

interest, beginning to no longer take them seriously. Also inspiring too much competition can 

be dangerous for Gamification marketing projects. When developing this type of strategies 

balance is the key. If the game inspires too much or not enough competition, the desired results 

will not be achieved. Friendly competition can motivate players to perform at their best, but if 

the limits are pushed too far, customers will start to feel uncomfortable or alienated. Obviously, 

competition plays a huge part in Gamification, but to really engage the audience, the purpose 

should not be competition alone. If everyone is only focused to reach the top of the leaderboard, 

the main content will be ignored and with it the purpose of the campaign will not be fulfilled. 

The last limitation of Gamification is connected to poor designed solutions. Even if game 

mechanics and objectives are all well planned, the campaign can suffer from a scarce aesthetic 

appeal. Every gamified experience needs to grab the playersô attention, reflecting the 

companyôs Brand image. Templates, themes, sounds, icons, and other designs elements, all 

need to be designed with the utmost care. Details really make the difference in this field 

(Denton, n.d.).  An example of a poorly structured Gamification Marketing campaign includes 

the Googleôs introduction of ñGoogle News Badgesò in 2011. The idea was to create a gamified 

system, based on badges, through which engage readers by showing them their progression in 

reading articles. The more they read, the higher level badge they received. Google offered more 

than 500 different badges to cover different topics, with the possibility of sharing them with 

friends. However, this project seemed bad managed since the beginning. The connection of 

rewards and real-life benefits was unclear and badges could only be used to brag to those who 

were already using the service. Even Google soon realized the failure of this initiative. The 

company in fact announced the interruption of the service just 15 months after its launch (Burke, 

2014). 

In conclusion, the limitations related to Gamification Marketing strategies are connected with 

poor planning and lack of experience in this field. Unclear campaign goals and scarce attention 

to details, prevent companies to reach desired outcomes and burns considerable resources. To 

avoid running into these situations, companies need to firstly clarify what they want to achieve, 

understanding if they have all the capabilities to start this type of campaigns. Otherwise, 

outsourcing the entire activity to external professionals can ensure the development of a 

successful strategy.  
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2.5.3 Examples of Gamification Marketing 

In recent years, more and more businesses have decided to implement Gamification marketing 

strategies for the most different reasons. Companies used this type of creative campaigns to 

spread their messages and promote their brands. Gaming elements, such as ranking lists, 

competition processes, scoring schemes, and incentives are in fact incredibly powerful systems 

to build loyalty, engage customers and create connections with them. In particular fidelity cards 

and frequent flyers programs can be considered as primordial examples of Gamification 

marketing mechanisms based on points and rewards. The first company to use these strategies 

was American Airlines which in 1981 introduced ñAAdvantageò, the worldôs first frequent flier 

program. The initiative aimed to encourage customer loyalty by offering rewards for repeated 

purchases. Also McDonalds can be considered as a pioneer of these tactics. In 1987, well before 

the term Gamification was coined, the fast food company created a promotional game inspired 

by the famous Monopoly. The mechanic was very easy. Customers received tickets buying a 

certain number of products from McDonaldôs. The goal was to collect all the pieces of the same 

color to be eligible for a prize. This campaign can also be considered one of the longest-running 

in marketing history, given that it is still used today in several countries (see Figure 25). 

 

Figure 25: McDonald's 2013 Monopoly game in the US (news.mcdonalds.com) 

Nowadays technologies offer also unprecedented possibilities through the use of video games, 

mobile devices, and social networks. The applications of Gamification to marketing have 

become potentially infinite and take extremely different forms depending on the brand and the 

target audience. In particular, according to Gamify, it is possible to identify 5 different forms 

of Gamification marketing campaigns (Mospanyuk, 2020): 
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1. Transmedia Gamification 

Transmedia is the practice of taking a media property and extending it into a different medium 

to either expand the material or support it. For example, in 1997 Nintendo exploited a 

transmedia campaign releasing the game ñ007: GoldenEyeò for its N64 platform. This was a 

triple-A game, created to bring more attention to the 1995 movie of the same title and for its 

following ñ007: Tomorrow Never Diesò. However, the video game version ended up making 

more money than the film itself. It is no surprise then that two decades later the video games 

industry is four times larger than the film one, and games are replacing movies as most popular 

form of entertainment.  

2. Brandification 

In its simplest form Brandification consists of in-game advertising for real world products. This 

includes messages, images and videos promoting a brand, product or service within the video 

games' universe. One of the most recent and successful examples of Brandification comes from 

Tesla. The Elon Muskôs company last July partnered with Tencentôs video game ñPlayer 

Unknown's Battlegroundsò (PUBG) to promote its cars in an innovative way. This choice comes 

not as a surprise, given that PUBG is one of the most played and viewed competitive titles in 

the world, with more than 100 million active users each month. Tesla is exploiting the gameôs 

world placing its vehicles as drivable ones for players, increasing in this way both customer 

engagement and brand awareness. The launch of this initiative has been also promoted through 

a real world event. A mysterious container, similar to those used in PUBG, was in fact placed 

in front of the Shanghaiôs shopping mall ñTaikoo Hui Centerò, creating curiosity and clamor 

(see Figure 26). Two theme characters then unveiled the new Model 3 and Model X cars, 

available simultaneously both in the physical and in the game world.  

 

Figure 26: Tesla Model 3 unboxed in front of Shanghaiôs ñTaikoo Hui Centerò (www.gamify.com)  
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3. Experiential Gamification 

Experiential Gamification can be defined as providing a fully immersive and interactive event 

that is linked to a brand campaign. This marketing practice mostly takes place in physical 

locations and exploits Advanced Reality and Virtual Reality formats.  

For example in 2013, Samsung launched an experiential Gamification initiative to promote its 

new Galaxy S4 model. The Korean company installed an interactive kiosk in the middle of the 

Zurich Main Station, inviting people to take part in a creative contest. The aim was to stare at 

the screen of a Galaxy S4 model for 60 minutes, without looking away, in exchange for a reward 

(see Figure 27). Samsung made it hard for participants to conclude the challenge, hiring actors 

and stunt performers to distract people during their attempts. This marketing campaign was 

designed to promote the features of the Samsung device and in particular the new built-in eye 

sensor. Samsung also created a funny video of this experience, posting it on its different social 

channels. This strategy was a success for the Korean company, generating interest and curiosity 

in customers all over the world, with more than 4 million of views for the YouTube video 

(Segatto, 2019). Analyzing this well-developed case of experiential Gamification we can see 

how it has been particularly engaging due to some powerful motivational schemes. The goal, 

the set of rules, and the system of feedbacks were clear and easy to understand, and the player 

could immediately figure out how the initiative works. Participants could also control at any 

time their progress through a screen and were alerted by a sound if they looked away from the 

device. Another crucial factor to consider was the unpredictability of the distractions that gave 

a sense of curiosity and excitement to the whole experience. Lastly, the social influence of the 

crowd, observing and cheering for the players, added a powerful emotional charge. 

 

Figure 27: ñAll Eyes on Samsung Galaxy S4ò marketing campaign (www.raphael-hermann.com) 
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4. Advergames 

An advergame is a Gamification technique that promote a particular brand, product, or 

marketing message by integrating them with a video game template, created expressly for 

promotional purposes. Advergames today are often developed for mobile devices given their 

wide diffusion and ease of use.  

For example  KFC, one of the world largest fast food chains, created an advergame campaign 

in Japan to incentivize customers trying its different line of products. To reach this result the 

American company developed a mobile game with the help of Gamify. The game concept was 

based on a fictitious war between KFC and an army of shrimps. The player had to protect the 

KFC castle from the enemies, saving chickens from the defeat (see Figure 28). This simple 

game mechanic was integrated by a score system that kept track of records, giving the 

possibility to share results with friends on social media.  

After the game, some discount vouchers for Ebi Shrimps, redeemable in-store, were release to 

players. KFC Japan created a lot of noise around its products, and in turn, generated an 

overwhelming amount of sales. This marketing campaign was so successful that KFC had 

considerable difficulties to serve all the customers, cutting the campaign to stabilize the supply 

and demand of its products. About 200.000 people used the game, and the 22% of them 

redeemed their vouchers within a store. Despite these initial difficulties, KFC increased its sales 

by 106% compared to the previous year (Gamify, n.d.). 

 

Figure 28: ñKFC Shrimp Attackò Advergame (www.gamify.com)  
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5. Alternate Reality Games (ARGs) 

Alternate reality games (ARGs) are online experiences that use the real world to build a story 

through userôs actions. Typically these campaigns leverage both social media and technologies 

to some degree to provide information to participants. While traditional gaming is designed to 

help people escape from reality, ARGs are actually designed to make reality more engaging.  

An example of this integration between physical and digital is the Jimmy Chooôs marketing 

campaign ñCatch a Chooò, one of the first Gamification experiences in the Luxury world. The 

British brand in 2010 launched in fact an ARGs initiative to sponsor its new shoes line. The 

goal was to boost social media interactions, stimulate press interest and increase communication 

around the new product and the company itself. The campaign was structured as an interactive 

O2O (online-to-offline) treasure hunt around the city of London, perfectly mixing the real world 

with social media and geolocation technologies. The participants needed to check the Jimmy 

Chooôs Foursquare, Twitter, and Facebook accounts to get some digital clues that would have 

led them to different parts of the city. The first to reach the correct final location within a certain 

period of time was rewarded with a new Jimmy Chooôs pair of shoes. This marketing plan was 

a success for the company and around 4000 people participated in the treasure hunt. The social 

media coverage was extremely positive with 250 blogs and 6% of London Foursquare accounts 

that followed the initiative. On Twitter the related hashtag was mentioned over 4000 times. 

These results led to a 33% increase in sales of the sponsored model. This example represented 

a very innovative strategy at that time and opened the way for similar initiatives in the Luxury 

industry (Viola, 2015). 

 

Figure 29: "Catch a Choo" marketing campaign (www.gameification.com) 
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All the previous examples highlight how Gamification is becoming a crucial element for 

companies to reach both their short and long-term goals. If applied correctly, it can generate 

impressive results, bringing marketing competition to a new frontier. There are no secrets or 

shortcuts to plan this type of strategies, only professionalism, competence, and foresight.  

To correctly develop these strategies it is important to understand all the different forces behind 

Gamification. On one hand, the psychological side plays a crucial role and can be considered 

as the hidden engine of the whole process. Knowing which are the main motivators and the 

related behaviors, allows to design the experience in a successful way, creating engaging loops 

that can be easily monetized. On the other hand, a fair amount of creativity and originality, lay 

the groundwork for success. There are no fixed schemes to project this type of marketing 

campaigns, and the multitude of technologies developed in the last years offers an infinite 

number of opportunities to be seized.  

Despite this amazing scenario it is always important to remember that this type of marketing 

campaigns is not free from problems and limitations. Gamification cannot solve all the 

companyôs problems and without a suitable context it generates more confusion than benefits. 

Having in mind these simple and clear concepts, Gamification should not be considered as a 

taboo and results will not be long in coming. 
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CHAPTER 3. CUSTOMER ENGAGEMENT IN CHINA : THE 

IMPORTANCE OF DIGITAL AND GAMING  

The Chinese market is completely different from the Western nations and has some peculiarities 

that makes it unique. For example it is characterized by the wide adoption of digital 

technologies and social networks that affect every aspect of peopleôs life. This digital context 

is driven by new generations of consumers as Millennials (people born between 1981 and 1996)  

and Generation Z (people born between 1996 and 2010), who also represent the leading portion 

in Chinese spending growth. In particular three giant internet corporations Baidu, Alibaba, and 

Tencent are creating a multifaceted and integrated digital ecosystem that monopolizes peopleôs 

online experiences. Also the Government is playing a crucial role in this digitization 

phenomenon, acting as regulator, investor, developer, and consumer of these new technologies. 

It is actively encouraging digital innovation and entrepreneurship, offering support to local 

companies and giving them room to experiment. Chinaôs innovative transformation is 

positively impacting its own economy influencing also the worldwide digital landscape.  

Companies that are doing business in this country have adapted their Customer Engagement 

strategies to this environment. Almost all the brands have their own websites, sell their products 

online and actively exploit social media. Although the Gamification Marketing phenomenon is 

globally spread, the Chinese context seems to be the most fertile ground for these type of 

campaigns. This fast-changing scenario in fact forces managers to continuously find new and 

creative ways to attract and retain customers. Gamification Marketing is one of the many 

strategies that they have found to keep pace with this constant evolution and win the increasing 

competition. This type of campaigns is a viable mean to exploit digital channels and can be 

easily conveyed through social media, attracting in this way younger generations. Particular 

attention is given to WeChat, a multi-purpose messaging platform developed by Tencent that 

represents one of the most effective tools to engage people. It offers a multitude of different 

digital services both to companies and users, including the possibility to develop ñWeChat Mini 

Programsò. These programs are mini-applications built within the platform and are perfect 

incubators for gamified experiences. 

In addition, games in China are more than simple entertainment means and are reshaping the 

entire engagement context. They have become part of the Chinese culture and cannot be ignored 

to attract especially Millennials and Gen Zers. Although young males still represent the largest 

portion of the market, women and older generations are becoming increasingly involved, 

suggesting how this phenomenon is widespread and transversal.  
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This chapter aims to analyze more in detail how to engage Chinese customers and why 

Gamification techniques have become relevant in this country. An overview of the Chinese 

market introduces the topic, followed by an analysis of the Chinese digital ecosystem and of 

the Chinese games market. Moreover, the effects of the COVID-19 pandemic, the typical 

Chinese customer journey, and the latest digital engagement trends in China are further 

highlighted. 

3.1 Overview of the Chinese Market 

In the last years China, whose official name is the People's Republic of China (PRC), has 

established itself as one of the leading global economies attracting companies and investors 

from all over the world. To approach this country in the right way it is very important to know 

the socio-cultural context as well as the economic aspects that gave rise to this flourishing 

market. One of the main characteristics of China is its large and relatively young population 

that has driven an incredible economic growth in the last decades. This population lives mainly 

in the Eastern part of the country, where major cities such as Shanghai, Beijing, Hong Kong, 

and Guangzhou are located (see Figure 30). These cities also represent Chinaôs economic 

engine and the Government has created key industrial clusters around these areas. The 

following sections give a market overview of this country to better comprehend why China has 

become one the main global players, how it is internally organized and how it is adapting to 

recent events as the COVID-19 pandemic. 

 

Figure 30: Map of China (www. progettoforma.eu) 
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3.1.1 Demographics 

The People's Republic of China (PRC) is the country with the largest population in the world 

with around 1.4 billion of people in 2019. The International Monetary Fund forecasts that the 

Chinese population will grow to 1.41 billion until 2022 and then will begin to decline for the 

first time in decades. Due to strict birth control measures, as well as changing family and work 

situations, population growth has generally decreased over the past decades (see Figure 31). In 

the last ten years, the annual population growth ranged at around 0.5%. From 2014 on, the 

gradual abolition of the one-child policy has led to temporarily higher births but in 2016 the 

rate started again to decrease until reaching 0.33% in 2019 (Textor, 2020). 

 

Figure 31: Population growth in China from 2000 to 2019 (www.statista.com) 

Although the Chinese population is relatively young when compared with other developed 

countries, since 1970 the median age has continued to increase from 19 years to around 37 years 

in 2015. According to forecast from the United Nations, this increasing tendency will slow 

down only when the median age will get close to 50 years in the middle of the 21st century (see 

Figure 32).  The consequences of a rapidly aging population have already become a concern 

for the countryôs future. This older population is going to become a burden for the Chinese 

social welfare system and could change the whole economic situation. The main reason behind 

this trend is an improvement in healthcare and living standards that have led to an improvement 

in life expectancy.  
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In addition, the previously mentioned one-child policy decreased the fertility rate, increasing 

the share of older people in the society. High costs of raising a child, career pressures and the 

pursuit of freedom are other factors that are refraining young people from having children 

(Textor, 2020). 

 

Figure 32: Median age of the population in China from 1950 to 2100 (www.statista.com) 

With approximately 9.6 million square kilometers China is also one or the largest country by 

area in the world. The Government legally recognizes 56 distinct ethnic groups in its territory. 

The largest one is the "Han" ethnicity who constitutes approximately 92% of Chinaôs total 

population. Despite the minorities represent only about 8% of the national total population, they 

inhabit about 60% of the Chinese territory (Veeck, et al., 2011). The official national language 

is Standard Mandarin, a variety of Mandarin based on the Beijing dialect. It is used as common 

language between people of different linguistic backgrounds. Mongolian, Uyghur, Tibetan, 

Zhuang, and various other languages are also regionally recognized throughout the country 

(Lin, n.d.). 

3.1.2 Politics 

China is governed by the Chinese Communist Party (CCP) that exercises jurisdiction over 22 

provinces, five autonomous regions, four direct controlled municipalities (Beijing, Tianjin, 

Shanghai, and Chongqing), and the special administrative regions of Hong Kong and Macau. 

The People's Republic of China was founded in 1949 after the Communist Party overcame the 

nationalist Kuomintang faction (KMT). After this defeat the KMT decided to retreat in Taiwan, 

founding on this island the Republic on China while the Communist Partyôs leader Mao Zedong 

definitely took the control of Mainland China. After stagnant decades under rigid totalitarian 
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socialism, China reformed partially its economy adopting a more capitalist line. This move 

made it one of the world's fastest growing country in the world, as well as a leader in exports. 

China is now a major overseas investor and is pursuing an increasingly resolute foreign and 

defense policy. This economic change has not been matched with political reforms, and the 

Communist Party still retains a tight control on the political life as well as on society. The 

current president is Xi Jinping who came to power in 2012 and is expected to lead China for 

the next decade. Since he came to power he has tried to present a modern face of China to the 

rest of world. The main themes of his leadership have been economic reforms to boost the 

Chinese economy, as well as an anti-corruption campaigns (BBC News, 2018). 

3.1.3 Economy 

Thanks to an extraordinary economic growth, in the last decades China has established itself 

among the leading nations in the world. Since this country began to reform its economy in 1978, 

its Gross Domestic Product (GDP) has grown at an average rate of 10% per year, and more than 

850 million people came out of poverty. Today, China is the second largest global economy, 

the largest exporter, and has the largest exchange reserves in the world. According to the 

International Monetary Fund (IMF), as of October 2020, China's current GDP is around 

$14.860 billion and it is projected to grow to $23.030 billion in 2025 (see Figure 33). Despite 

these exceptional results its per capita income is still lower than other developed countries, and 

about 373 million of people are living below the income poverty line of 5.50 U.S. dollars a day 

(The World Bank, n.d.). 

 

Figure 33: GDP at current prices in China from 1980 to 2025 (www.imf.org) 
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Chinaôs GDP growth is strictly linked with its status as the ñWorldôs Factoryò. Today the 

industry sector contributes in fact to approximately 39% of China's GDP and employs 28.2% 

of the total population (see Figure 34). China is one of the most preferred targets for the 

outsourcing of global manufacturing, despite an increase in labor costs in recent times.  

Also the primary sector plays an important role in Chinaôs economy. Agriculture is estimated 

to employ 26.5% of the active population and accounts for 7.1% of GDP, although only 15% 

of the Chinese soil is arable. When compared with other developed countries the weight of 

agriculture is significantly higher despite its proportion on GDP has decreased during the last 

years. 

The servicesô share on GDP is 53.9% and it employs around 45.1% of the workforce. Even 

though its GDP portion has been growing in recent years, this area as a whole has been 

constrained by public monopolies, restrictive regulations, and Chinaôs particular attention on 

manufacturing industry. However, the Chinese government is focusing more and more on this 

area, investing in sub-sectors such as finance, logistics, education, and healthcare. It is also 

aiming to rank among the top exporters for transport, tourism, and construction (Nordea Trade, 

2020).  

The official currency of China is the renminbi (abbreviated RMB) that corresponds to 0.12ú 

and 0.15$. The yuan is the basic unit of the renminbi, but this word is also used to refer to the 

Chinese currency generally, especially in international contexts. 

 

Figure 34: China distribution of GDP across economic sectors from 2009 to 2019 (www.statista.com) 
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Chinese economy in recent years has been affected by a trade war with United States. This 

conflict started in 2018 when US president Donald Trump accused China of unfair trading 

practices and intellectual property theft. Over the months that have followed the two countries 

have introduced foreign technology restrictions and tariffs on products. So far, the US tariffs 

account on $550 billion worth of Chinese goods while China has set tariffs on $185 billion 

worth of US products. Recently a new chapter of this trade war has involved also Chinese digital 

companies as Huawei, TikTok and WeChat that have been permanently banned from US 

(Wong, et al., 2020). Especially the ban of the two most important Chinese social media 

platforms has influenced business strategies that are looking to reach Millennials and Gen-Z 

customers in US. Companies heavily relying on these digital means have been left particularly 

vulnerable. 

In 2020 also the COVID-19 pandemic has shaken the Chinese growth framework. According 

to a report released by the National Bureau of Statistics of China, in the first two months of 

2020 industrial output declined by 13.5%. For retail sales, an even larger 20.5% decline was 

reported for the months of January and February while construction activities cope with a 24.5% 

decrease. The main reasons behind this unprecedented drop are the mass quarantine and social 

distancing measures taken by the Government to prevent the coronavirus spread (Roper, 2020). 

These drastic measures have also led to a general 6.8% decline in GDP in the first 2020 quarter. 

This is the first time China has seen its economy decrease in the first three months of the year 

since quarterly GDP records began in 1992. Despite this difficult  situation, China has been able 

to react and has returned to grow at 3.2% during the second quarter (see Figure 35). In this way 

China has avoided two consecutive periods of negative growth, preventing a technical recession 

(BBC News, 2020).  

 

Figure 35: Quarterly real GDP growth of China (BBC News, 2020) 
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3.1.4 Urbanization 

In the last 40 years China has seen a process of migration from rural to urban areas, during 

which numerous towns and cities have increased in size. The main causes behind this trend are 

the industrialization and the modernization of the country that have accelerated this shift. The 

degree of urbanization in China has increased from 19% in 1980 to around 51% in 2011, first 

time in the history in which the urban population surpassed the number of rural residents. In 

2019 this percentage reached about 60.6%, with 842 million of people living in urban regions. 

In addition, the Communist Party aims at reaching 70% urbanization by 2030, increasing city 

residents by 350 million.  

Some of the largest metropolis in the world are also located In China. Among these cities, 27 

have more than 4 million people, 34 between 2 and 4 million and more than 100 between 1 and 

2 million. The urbanization phenomenon varies between different parts of China. For example 

it is lesser advanced in western or central China, while in the eastern coastal regions of the 

country more than two-thirds of the population lives already in urban areas. (Textor, 2020). 

Consequently to this shift, the purchasing power and the consumption capacity of consumers 

have spread all over the country. It is estimated that if in 2005 it was necessary to be present 

only in 60 cities to potentially reach 80% of the middle class, in 2010 it was necessary to be in 

about 155 cities, and in 2020 it will be necessary to be in 212 cities. This trend has challenged 

companies to innovate their marketing and sales strategies in order not to lose market shares 

and new potential customers (Fondazione Italia Cina, 2020). 

 

Figure 36: Degree of urbanization in China from 1980 to 2019 (www.statista.com)  
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3.1.5 City Clusters 

One of the reasons why the Government has supported the urbanization plan of the country is 

because this trend is strictly linked with Chinaôs economic growth. In detail, the ambitious 

project of Chinese politicians included the development of 19 mega city clusters to lead the 

nation into the next stage of economic expansion. The aim for these super-regions is to compete 

against other advanced areas around the world, as the Tokyo Bay, the New York Tri-State Area, 

and the San Francisco Bay Area.  

Of the 19 city clusters, the Chinese Government has prioritized three of them to become among 

the most developed districts in the world (see Figure 37). These three world-class clusters are 

the Pearl River Delta (PRD), the Yangtze River Delta (YRD), and the Beijing-Tianjin-Hebei 

(Jing-Jin-Ji). The other 16 clusters have relatively less economic influence but are still 

important to drive the regional economic development all over the country. 

 

Figure 37: Chinaôs world-class City Clusters (www.china-briefing.com) 

In 2018, the three regions mentioned before accounted for approximately 40% of Chinaôs GDP 

(see Figure 38). Individually they are comparable to whole countries in terms of GDP. For 

example, the YRD has a similar GDP to Germany, the PRD to Italy, and Jing-Jin-Ji to Mexico.  
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Each of Chinaôs world-class city clusters have their relative strengths and weaknesses in 

different areas. For example, the Yangtze River Delta has the strongest economic position and 

the most developed infrastructure. The Pearl River Delta is the one with the largest number of 

international relations, exploiting the openness of Hong Kong. Lastly, Jing-Jin-Ji takes 

advantage of the innovative strength of Beijing, center of the Government and home to many 

of the countryôs best universities and research centers. Investors usually consider all these 

information when deciding where to set up their businesses (Preen, 2018). 

 

Figure 38: Contribution of City Clusters to China's GDP 2018 (www.statista.com) 

3.1.6 City Tier Classification 

A common error made by foreign companies entering China is to approach the country as a 

single, unified entity. In reality, the Chinese market is of enormous size, scale, and diversity. 

The City Tier classification is an unofficial division that helps businesses to guide their market 

entry strategies in China and navigate the 613 officially recorded cities. Companies use the tier 

categorization for example to track city development, market trends, tax policies and incentives, 

among other things.  

According to South China Morning Post, the factors most used to define tier cities fall within 

three macroeconomic categories: GDP, politics, and population. These cities are then allocated 

to a different tier based on the average of these three indicators (see Figure 39). According to 

these criteria is possible to distinguish five Tier 1 cities, 30 Tier 2 cities, 138 Tier 3 cities and 

480 Tier 4 cities (South China Morning Post, 2020). 



69 

 

 

Figure 39: China's Tier City classification by GDP, politics, and population (www.china-briefing.com) 

More recently Yicai Global, financial news group based in Shanghai, proposed its own formula 

in the report ñ2019 Ranking of Citiesô Business Attractivenessò. This classification ranks 

Chinese cities into six tiers using five different measures (Yicai Global, 2019): 

¶ Concentration of Commercial Resources Index 

¶ City as a Hub Index  

¶ Urban Residentsô Activity Index 

¶ Lifestyle Diversity Index 

¶ Future Potential Index 

However, indicators such as ñlifestyle diversityò and ñflexibility in the futureò have been 

criticized as being vague and hard to quantify. Latest indicators have also included measuring 

the presence of relevant Western brands, as for example the number of Starbucks stores, to 

differentiate between a Tier 2 and a Tier 3 city (Fung, et al., 2014). This city-tier classification 

is a simple tool for foreign investors to gain a better comprehension of the myriad of markets 

that make up China. It helps companies to get a preliminary understanding of which cities best 

fit their business plans. For example companies may locate themselves in a lower tier city to 

capitalize affordable operational, land, and labor costs. As an alternative they may opt for a top-

tier city due to the high quality of workers or for the local services that it has to offer (Wong, 

2019). 
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3.2 Chinese Digital Ecosystem 

Chinese people are adopting digital technologies at an extraordinary pace. The use of internet 

and mobile devices allows them to be engaged in a wide variety of situations without 

geographical and physical constraints. Remote working, reading, travel booking, socializing, 

and shopping have all become part of customersô digital experiences.  

The Chinese Digital Ecosystem that incorporates all these activities is extremely big and 

articulated. To better understand how this area is important some data are provided (see Figure 

40). In 2020 China has 904 million internet users which is larger than the inhabitants of US, 

Russia, Mexico, Germany, the UK, France, and Canada combined. From 2019 to 2020 they 

have grown at an incredible speed, with an increase of 75 million. However, if compared with 

the whole Chinese population, internet users represent only the 63% of the total. On one hand 

this data reveals an interesting opportunity for tech companies to increase their business. On 

the other hand it shows how much room for improvements there is still in this field. Particular 

importance is given to mobile technologies that are preferred by 897 million of people (99% of 

the total internet population). Many consumers skipped in fact the PC era entirely, starting to 

use only smartphones. The convenient cost of mobile data and the availability of budget 

smartphones from Chinese brands like Xiaomi and Huawei are the reasons behind this 

pervasive mobile adoption. Smartphones are not simply used to browse the internet but are 

widely exploited also for other functions and in particular for payments. Digital wallets like 

WeChat Pay and Alipay provide in fact quick contactless solutions to shop. Overall, Chinese 

people who use this type of transactions are 765 million in 2020 with an increase of 185 million 

(+31.9%) between 2019 and 2020. If we compare these data with the US market, where mobile 

payments are used by only 63 million people, it is possible to understand how deep the 

penetration of mobile technologies in China is (South China Morning Post Research, 2020). 

 

Figure 40: Overview of Chinaôs internet users  (South China Morning Post Research, 2020) 



71 

 

The Chinese Digital Ecosystem is truly unique, with companies that are no longer just copycats. 

Multinationals like Baidu (owner of the main Chinese language internet search-engine), 

Alibaba (specialized in consumer-to-consumer (C2C), business-to-consumer (B2C), and 

business-to-business (B2B) online sales, as well as electronic payment services, and cloud 

computing) and Tencent (specialized in social media, digital entertainment, online payment 

solutions and other internet-related services) have developed innovative platforms that are 

increasingly becoming more valuable than their global equivalents (see Figure 41). These 

companies, collectively known as BAT, have built dominant positions in China by taking out 

inefficient, fragmented, and low-quality offline markets. They have also driven technical 

improvements, as computing efficiency, and set new world-class standards. Western digital 

players as Facebook and WhatsApp have been excluded from this environment due to a 

complex censorship system, commonly referred as the ñGreat Firewallò. On one hand this 

policy has helped local tech companies by cutting off competition, leading to the rapid growth 

of the Chinese tech giants mentioned before. On the other hand the Great Firewall has also 

limited innovation and creativity in the country (Shen, 2019). The only exception is represented 

by LinkedIn that is the only major Western social network available in China. It has been able 

to do so by strictly complying with Chinese internet regulations. For example, to maintain its 

servers in China it has eliminated the uploading or viewing of video content to comply with the 

strict licenses required (Duncan, et al., 2020). 

 

Figure 41: Chinese Digital Ecosystem and Western equivalent platforms (South China Morning Post Research, 

2020)  
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3.2.1 Adoption of 5G technologies 

2020 is also the year of mass adoption of 5G in the ecosystem. 5G is the fifth generation of 

mobile technology which is expected to provide faster data speed and greater network capacity. 

It also offers the possibility to connect an unlimited number of machines to one another for day-

to-day communication. This new wireless network will radically improve the digital landscape, 

opening new opportunities both for companies and users. For example with 5G it will be 

possible to connect a million devices per square kilometer, transmit a package of data with a 

delay of just 1 millisecond, and have peak download speed of up to 20 gigabits per second. In 

2020 Chinaôs 5G market is expected to reach $70-85 billion with an estimated 160-175 million 

of subscribers (see Figure 42). This market is also forecast to rapidly grow in the next few 

years. According to forecasts 5G will account for almost half of Chinaôs mobile connections by 

2025 and by the same year China will have 40% share of the total 5G subscribers in the world. 

Domestic smartphone companies, as Huawei, are driving the adoption of this new technology 

introducing moderately-priced 5G devices. Chinese telecommunications operators are also 

actively promoting cross-industry collaborations. Through the fusion of 5G technology with 

artificial intelligence, cloud, and computing, they are developing multiple innovative services, 

including augmented reality and cloud gaming. For example, several five-star hotels in China 

have announced strategic cooperation agreements to build 5G smart structures, deploying 

reception robots, 4k video streaming, cloud PCs, and 5G conference centers. Chinaôs three 

biggest telecoms carriers are also joining forces to introduce a 5G-based messaging system to 

replace traditional SMS messages. In their intention they are trying to directly compete with 

application as WeChat, changing the way of intending these services (South China Morning 

Post Research, 2020).  

 

Figure 42: 5G subscribers and estimated market size in China (South China Morning Post Research, 2020) 
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3.2.2 Impact of COVID-19 

Over the last months COVID-19 has spread all over the world, highlighting how vulnerable are 

our societies. China in particular has been the first country to face the pandemic, being on the 

frontline both of post-COVID-19 economic recovery and of societal changes occurred during 

this troubled period. As China is emerging from the crisis, several important shifts in its digital 

ecosystem have become more visible. In particular, the pandemic and the related lockdown 

have accelerated the digitization phenomenon that was already happening (Leung, et al., 2020). 

The pandemic has significantly shifted media consumption behaviors across China, driving 

high internet and app usage. Pre-COVID, Chinese users spent an average of 5.6 hours per day 

on the internet. During the pandemic, this number increased to 7.2 hours. More importantly, the 

number of monthly active users for specific categories of apps has surged (see Figure 43). For 

example, work productivity platforms saw an increase of 308 million users (+242%) and short-

form video applications grew by 123 million (+16%). 

In addition, educational apps have played a crucial role increasing their number of active users 

by 79 million. This data is even more relevant if we consider that is larger than the entire student 

population in the United States, which counts 76 million scholars. In China more than 50 

million students across 30 provinces attended virtual classes on DingTalk, allowing this leading 

messaging app to become the most downloaded in the country (see Figure 54). In this scenario 

China has also experimented new formats of instruction, exploiting the power of social media. 

For example, some prestigious schools as the Tsinghua University have offered online courses 

on the short video platform Douyin during the lockdown (South China Morning Post Research, 

2020). 

 

Figure 43: Monthly active users by app category and ranking of most downloaded iOS apps in China (South 

China Morning Post Research, 2020) 






































































































































































































































