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INTRODU CTION

What do companies like Louis Vuitton and Burberry have in common tétapparently
oppositeworlds of videogames andnline gaming? The kewords that bridge them are
fiGamification Marketing, a term that is not simplgescribinga new marketingphenomenon
but includes a new perspective of tkatire topic of CustomerEngagementGamification
Marketing consists in using game elemeras marketing tooldo engage and motivate
customersexploitinggamebased aesthetics, mechanics and thinkingtherwordsmanagers
can developgamified experiencesr contests especiallythrough mobile appso entertain
customersandcreatea directcommunicatiorchannelwith them For examplein 2019Fendi
launched a WeChat mini ganmeChinac a | Fendl Wdlys to RondePlayers 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 sameotireythe DNA of the
brandin an unconventional wayn generalLuxury companiehave beermmong the first to
understand the potential benefits of this innovataaticsand as in the case of Fendtarted

to exploitit in avery precise and profitable market: ChiBait why exactly this country?

The Chinese marketppeas asa unique scenario, charactedzey the intenseuse of digital
technologies, social networks and@nmerce thasrea crucial part of the everydgye o p | e 6 s
life. In particular this digitzation phenomenohas beempushedoy the Millennial generation
(peoplebornbetweenl 981 and 19%) and by the Generation Z (people born between 1996 and
2010) that also representhe leadingportiors of the populationin Luxury spendingThis
specific digitatffocused andlynamicenvironmenthave challengetduxury companies to find
alternative andnnovativedigital marketing strategies to attract and retais new type of
customes. These strategies includlee creation of Brand owned websites, partnerships with e
commerce platformsuchas Tmall.com or JD.comlarge presence dbhinesesocial networks

like WeChat and Weibo, and collaborations with famous KQRamification Marketing
campaigns in this context shouldnot be considered as magiiénstrumentsto unravel the
situation but as integral parts of broader marketing plaasengage theustomeB60 degrees.

The aim of this thesis is tlmderstandéhow companies develdpustomerEngagement strategies
exploiting the benefits of GamificatioMarketing and especially how to implementote
strategiesn the Chinesenarket A specific focus on howuxury brandsare leveraging #se

marketing tod, provides a strategic framework forlgettercomprehension.



In the first chapter the concepts of Customer Engagement and Customer aoeinteyduced
investigating the strategies, motivations and benefits that drive companies to focus their
attentionon theseaspectsWith the currentpandemic situatioran analysis of howCustomer

Engagementactics are evolving to adaptd¢ou s t oneexlgs sldoperformed

The second chapter provides a full pictureéhef GamificationMarketing contextand how it
can beused as m engagement toollt highlights all the elements, both physical and
psychological, that are behitlie phenomenoand the benefits and limitations connected with

these types of projects

The thirdchapterfurther analyzethe aspects and peculiarities of the Chinese mdtladters
a roadmap of the countryinderlining the most relevasbcial, political, technological, and
economial aspectsA focus onChinese customer behaviors, and the most relevastomer
Engagementrendsare also providedrinally, an overvievof thegamingphenomenom China

anda synthesis ahe relatedconsequences closadipart

The fourth chapteroffers an in-depthoveniew of the Chinese Luxurynarket analyzing the
evolution and the latestends behind thisector An analysis of real case studegloreshow
Luxury brands compete to enga@hineseyoung customers using Gamificatiodarketing
strategiesThis part points out how to effectively build thesampaignsn the country the
reasons thatasdriven Luxury companiesand the succehil elementghat has characterized
these marketing approaches

Finally, the conclusionsummarizeéhe main findings and sugsgtions for companies interested
in engaging customers in China through Gamification Markefiing. methodology of this
researchs based on real case studies analysis and intervigiw&xperts from the Luxury and

the Gaming industrie$nterviewees include

1 Thomas RosenthaGeneral Manager Asidacific at 505 gamg®igital Bros Group) and
formerBoar d Member at N F basatl anHong Kanfsee Appéndida Ci
Al.

1 Iris Chan Partner, International Client Development at DLGg{@al Luxury Group)
leading digital marketing agency for Luxury and lifestyle brands, based in New York, USA
[see Appendix B].

1 Denis CoanPresident at Fendi Chinaased in Shanghfsee Appendix C].



CHAPTER 1. CUSTOMER ENGAGEMENT

1.1 What is Custome Engagement?

en Agage dwbrb,
to attract and keep the interest and attention of som@argman Dictionary of English

Language and Culture, 2005)

There is no better term to portray the new cultural paradigm developed in the last years than
i enga @@ dues have drastically changedithvthe advent of digital technologies,
streaminglatforms,and social networks and with them also marketingeggras hae adapted

Digital marketing experts estimate that we are exposegpooximately4d.000 to 10000 ads

each dayand as a consequencee continuouslyfilter thosein which we have a personal
interest in and those which wedo not All the brang we interact with face many challenges

each dayremainingconsistent, differentiatingersus thecompetition, and keepingn top of
customersninds (Simpson, 2017)or all these reasons the so cafi€@listomelEn gage ment 0
has becomermaimportant factofor all the companies that want to succeed and create a loyal

(and profitable) customer basiut howdowe definef Cust omer d&ngagement

There are many definitionsd interpretatioaof this term geeFigure 1), but the most holistic

is the one provided by Pansari and Kuma2017 which describe Customer Engagement:as

fiThe mechanics of a customer 6s val ueindrettdi t i o
contributiord (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 drednd
customer feedback given to the company. Wdnenstomer is satisfied with his/her relationship

with the Brandand has an emotionabnd with it, then it can be said that the customer is

engagedPalmatier, et al., 2018)

Customer Engagement usually derives from positive customer experiences and helps brands to
build and str-mhgmhaeano aefiwamian adding value
relationships.This customecentric approacmeedsto be applied acrosall c o mpani e s ¢
touchpoints and throughout all their lifecycl&@sesenteraction pointsisually includéboth an

online and an offline presence througbcial media, websites, bri@dndmortar storesand
promotional eventdn particular, ceating unique andutstandingexperiences these different

channelsallowsmanagerso increase thie number of engaged customers.



Study Type of firm  Type of variables  Coneeptual/ Definition
Empirical

Bowden (2009) B2C Attitude and Conceptual A psychological process that models underlying
behavior-based mechanisms by which customer loyalty is formed for
new customers as well as the mechanisms by which
loyalty may be maintained for repeat-purchase
customers of a service brand
Van Doorn et al B2C Behavior-based Conceptual Customers’ behavioral manifestation toward a brand or
(2010) firm, beyond purchase, resulting from motivational
drivers such as word-of-mouth activity,
recommendations, helping other customers, blogging,
writing reviews
Brodie et al. B2C Attitude-based Conceptual A psychological state that occurs by virtue of interactive,
(2011) co-creative customer experiences with a focal agent/
object (e.g., a brand) in focal service relationships
Vivek eral. (2012) B2C Artitude and Conceptual The intensity of an individual’s participation and
behavior-based connection with the organization’s ofterings and
activities initiated by either the customer or
organization
Hollebeek (2011) B2C Attitude and Conceptual The level of customers’ motivational, brand-related, and
behavior-based context-dependent state of mind characterized by
specific levels of cognitive, emotional, and behavioral
activity in brand interactions
Kumar et al. B2Band  Atdrtude and Conceptual (1) Customer purchasing behavior, whether it be repeat
(2010) B2C behavior-based purchases or additional purchases through upselling and
cross-selling [ CLV]); (2) Customer referral behavior as
it relates to the acquisition of new customers through a
firm-initiared and incentivized formal referral programs
[CRV]); (3) Customer influencer behavior through
customers’ influence on other acquired customers as
well as on prospects [CIV]); (4) Customer knowledge
behavior via feedback provided to the firm for ideas for
innovations and improvements and contributing to
knowledge development [CKV])
Kumar and Pansari B2Band  Behavior-based Empirical Same as Kumar et al. (2010)
(2016) B2C
Pansari and Kumar B2B and  Atritude and Conceprual The mechanics of a customer’s value addition to the
(2017) B2C behavior-based firm, either through direcr or/and indirect contribution

Figure 1: Customer Engagemedéfinitions(Palmatier, et al., 2018)

Having hghly engaged customerseans havingeoplethat buy more, promote more, and
demonstrate more loyalty to the Bradtcording to researgberformedby Aberdeen Group
companies that succeed in engaging customers atresbannelscited beforehave better
perfamances with respect of competitors in different critical me{{iigitalcommerce360,
2013)

1 Retainan average of 89% of their customemmpared witl33% for companiewith
wealer crosschannel customer care strategies.

1 Show, on average, a3 yearonyear increase in annual reveswcompared with
3.4% for competitors

1 Show, on average, abPo yearon-year decrease in cost per customer com@tipared

with 0.2% for competitors



Developng Customer Engagemestrategieso reach these outstanding results is neither easy
nor inexpensiveas someoneouldthink. It requires a full understanding of the own customer
base, the longterm strategy, and customer needs Businessesare shifting Customer
Engagement to the core of their strategied are focusing on a d&y-day improvement of
these aspects. This situation suggests tgaemotional aspects ofistomerelationshipswill

increasingly play a central roie the future competitive context.

1.1.1 Customer Engagement Framework

The needs and responsepebplehave drastically changed in recent timis aresultwe have
shifted from a marketplace where we simply carried out transactions to one where the most
important aspeds the creation of relationships, both with brands and other custoRwars
instancepne ofthecurrentneed of peopleis to always stay connextthrough different media
channels such as InstagraRgcebookand Twitter, exchangingpinions and feedbackso
products with other purchasers. Maoystomerseven create free review videos and blogs,
contributing to increase the awareness and reputafipnoducts and serviceBlanagersare
consideing these new behaviorgncouragingcontent generation,and investing in the
developmenbf strongnetworks Thesetypes of relationshipsvolve only if customers are
satisfied with their existing connectiongth thecompanyand exist an emotional link with the
Brand.Figure 2 summarizs in detail the process and the consequences of this relationship

creation framework.

Moderators
Convenience,
Type of Firm(B2B vs. B2C),
Nature of Industry, (Service vs. Manufacturing),
Level of Involvement
Brand Value

Engagement
?Irlct Fag——, 4

M 3\ = -~ ~— -
~Referral < Emotions
- Influence A

Marketing —> Awareness Customer l l

Initial
Purchase

-

Figure 2: Customer Engagemeframework(Palmatier, et al., 2018)



As highlightedfrom the imagemanager@vest in marketing activities to push awareness. This
awareness asssstustomers to understand if tbempanp s pr oducts and ser\
needs. Aftethis initial identification phasehe customeperformsthe purchase whictreates

an experience for him/her. Then if the company meets or exceed t oexpectafionabout

the product or servicehe experience will lead to positive emoti@mithe customer will be

satisfied This satisfaction and the emotional attachnoeeatethe engagement with the firm in

the forms ofpurchases (direct contribution), referrals, influence, and feedback (indirect
contribution).However, tkese contributiors can vary due to many factors such as convenience,
natureof business(B2B vs. B2C),nature of industry (Service vs Manufacturiigyel of

involvementandBrand valugPalmatier, et al., 2018)

This engagemertreation procesanderlines once again the importance for Brands to create
active marketing campaign, | ever atmithsgewon c|
Digital Era the competition to attract and retain customers is being pkty@60 degrees and

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

1.1.2Psychologgcal Drivers

After having analyzed what Customer Engagement is,usefulto provide a framework to
understand the psychologicaasonghatguidepeopl eds engagement wi
comprehension of these forces allows to develop corregp@ndrful engagement strategjes
creaing true and lasting bonds between custonaard BrandsFor decades only three Core
Value Propositions (CVPshave differentiatel brands from one another and guided all
marketing strategiegrice, performanceand serviceCore Value Propositionsefer to the
valuemanagerpromise to deliver to alomers anarepart of a company's overall marketing
strategy CVPs can be defined as edsyunderstand reasons why people should buy a product

or a service from that particular business, telling them what the company stands for and how it
operategTwin, 2020)

In the pastmarketingstrategieswere studied to create alignmepgrception,and affinity
around those CVP#&4ost campaigns usually focusealy on a single driver, usinfjom time

to time price, performancepr service as principal differentiator. Over years the increasing
competition and fragmentatidraveled to a commoditization of these CVPs and almost every
companyhavestaredto offer better prices, excelleperformancesand quality senges. This
situationhasincreased the importance of a new dimenswmdifferentiate one company from
another relationshipgSmith, et al., 2016)



As underlined in the previous part, relationships with customers have becenceréh of

compani esd attentions but what are the psyc

Smith and Hanover have identified four main drivers through a survey of more than 5000
customers spanning 10 yedsee Figure B The characteristics of thed®rand Relationship
Drivers are:

1 Driver 1 Customersdentified with the brand.

91 Driver 2 The brand helpedustomergo solve a problem.

1 Driver 3 The brand had specific meaningdgstomers

9 Driver 4 Customerdelt better about themselves when they used the brand.

To create successful lorigrm relationships is necessary a faimprehensiorof how an
experience scientifically affect a relatidsnderstanohg how theminds elaborate emotions and
informationwithin this frameworkis useful todevelop aehocmarketingcampaigns, building

engagement around a specific behavioral outcome

IDENTIFICATION INSPIRING
(BRAND IS RELEVANT) (BRAND MAKES PEOPLE
FEEL BETTER ABOUT THEMSELVES)

RELATIONSHIP

HELPFUL MEANING
(BRAND SOLVES A PROBLEM) (BRAND STANDS FOR SOMETHING)

Figure 3: Brandrelationshipdrivers (Smith, et al., 2016)

To develop successful engagement strategies is cruciedrsider theselrivers shaping
strategiesaccordingly and adopting customeentric approaches. Ignoring what really
customers are searching for can have extremely negative consequences, ctreodatgal
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



create stronger relationshiffgere are some takeaways. Accagldto Smith and Hanovénese

suggestions are

1 Design experiences that provokeansfer( it he abi |l ity to take \
one context and us eTheiway in whichapeople feel abaus t a n
something affect their interest in it and their willingness to interact and accumulate
information.

1 Use and communicate meaningdadentification to affect emotiongn this way the
engagement is more probable to be processteded,and remembered

1 Try to design specific experiences to evdike rightemotions or behaviors, tailoring
these experiencdmsed ortustomer learning pfiles.

1 Develop longer experiences to increase the chances efdomgmnemory associations

between your audience and your brand

Recognizing that there is a science behind the mechanisms that link expesrahes®tions

is the first step to develggirong engagement strategies, reimgfboth the minds and the hearts

of customersA psychological approach to the topiso provides deepeanalysisof the forces

behind customedgiecisions and preferencd$e next paragraphs will analyze more in detall

the stepsto 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 Engagementeis tB o  Castoies d i
J o u r Meisnationencloses austomer viewpoint on the engagement process, from the pre
purchase to the pepurchase phase, including also external influencing fafiterson, 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

strategiesnd is the first step for a thorough understanding of Customer Engagement

1.2.1 Purchase Phases

Lemon and Verhoef conceptualized the Customer Jourmtilyee main phasepre-purchase,
purchase, and pepurchase. Other works have considered more holisticswwéwhis theme
butthis simplification makes the process cleaed more manageable, offering an immediate

and easy interpretation ofu s t onmeeds amdbehaviors.



As you can see frorRigure 4 the three phases are

1. Pre-purchasethe first step includes @hea s pect s

of

t he

cust omer

Brand and the whole environment before the transaction happeamnckptualizeshe

cust omer

A

0s

that need with a purchase.

experi

ence

from

t he

recognitio

Purchase this second step describes all the customer interactions during the purchase

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

is usually the most compressed one, it requigseaialattention given its relvance in the

purchase decision.

Paost-purchasethe last stegummarizesll the interactions following the actual purchase.

This stage includes behaviors such as usage and consumptigpymbstse engagement,

and service requests. Recent researchmasli ude d i

n

t hi

S part al

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

engagement.
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Figure 4: Customerd o u r mpuchadephasegLemon, et al., 2016)

This frameworkemphasizethe importance to pay attention not only on the dirgerspective

of the process but also on the custanene, recognizingvhatthe critical aspects in each stage

are Companiesn this way canidentify all the touchpoints that occur during the journey

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



1.2.2 Mapping the Customer Journey

As underlined in the previous part, the identificatiomlbthe touchpoints during the purchase
process is a key step for a wider comprehensidheotustomer approach to the business. To
facilitate this recognitioqphase companies can benefit from Customer Journey Mapse
mapsare quitesimple toosthatareused frommanagerso chart the steps customers go through

in engaging with the company, whether it be a product, a service, an exfiagencepr 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 cab e def iDhoecdu nmeesn:t st t hat visually 111w

needs, and perceptions throumgh their relationships with a compam§Temkin, 2010)
Always according to Forrester, the Customer Journey Mapping process requires 5 steps:

Step 1: Collect internal insighfThe procesdegirs taking the inventory of thecustomes 6
knowledgecompanieslready have. This phase allows to have a clear idea about customers and

their experiencesletecing the sources of customer data.

Step 2: Develop initial hypothesés this phase is important to analyze and synthesizeatse
and observation coll ected. laredevelaped to doaurheatr A a

internal insights and provide a frameworkbtald researctbased maps.

Step 3: Research customer processes, needs, and perceptiensf companies haveat of
information about their customaitgs difficult to understand what customers care about most
or the differences in custométiinking and behaviors. Firms need to enlarge their research,

including methods talsocatch he cust omes sd6 perspective

Step 4: Analyze customer researétiter the research phase it is necessary to filter useful
findings about how customeinteract with the company, what they want from each interaction,

and how they feel about each interaction.

Step 5: Map the Custom&ourney At this point companies translate their findings into a simple
visual representation of customer processes, needs, and perceptions. This final representation

summarizesll the important elements, highlighted in the precedent phases.
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In the following imagd&seeFigure 5 is provideda good example of a Customer Journey Map
forapotentiaL a n ¢ * amstotnarAs you can see, in this map are summarized all the potential
behaviors and emotions related to each touchpomirehasefaces when he/she approaches

the Brand. This mapighlightsalso the issues and problems along the purchase experience,

suggesting
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Figure 5: Lancéme's Customer Journenap (Wéjcicka, 2015)

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

relevant onesThisreducathe complexity and increase the clarity of the visual representation.

ons

It is also recommended to integrate in the analysis all the-ftrnsgonal strategic initiative

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

touchpoint. This approach will lead to a 3@@greesperspective of how to manage the

Customer Journey, highlighting the critieakas that require improveme(®osenbaum, et al.,

2016)

Todaythis mapping activity have become crud@khape better marketing stratedlesause,

due to digital developments, customer journaygsmore complexncluding multiple channels

andtouchpoints and often lasting days or weekscording to a Harvard Business Review

studyof 43,000shoppers73% of customergsuallyexploitmore than one channel during their

shopping journey (smartphones, tablegtsstoreinteractive catalogs, prieeheckers, etc.) while

only 7% are onlin@nly purchasers and 20% are stora | y
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customerso are also the most valuable for
more on every istore shopping occasion and 10% morenanthan singlehannel shoppers
(Sopadjieva, et al., 2017)

Thisbackgroundinderlinesthe need to shift from an approach based on the management of the
single touchpoint to a more comprehensive, ameuding all the possiblmarketing channels
Failingto track in the right wathese holistic pathesnd b manageustomer experienceseates
negative consequences in terms of customers attractiosalestand lower employee morale.

On the other handmappingthe best experience from start to finisitreasescustomer
satisfaction, sales volumes, customer retention, service cost and employee motivation
(Maechler, et al., 2016)

1.3 Building Customer Engagement Strategies

The precenhg paragraphs have provided the instruments to understand and analyze customers
behaviors and preferences but how can companies materially create effective Customer

Engagement strategies?

Before startig to create such strategiemme preliminary actions farepare the battleground
andsmooth theprocessare requiredFirst managersdentify who arethear VIP customers, for
example tracking how much they spend witafirm over a givertimeframe This type otop
customers is the one that creat®ore value for the company and a right segmentation allows
to maintaina profitablerelationship with thepalso obtainingsome insights on how to convert
more customers into VIP. Another importanbve is to understand what makes these top
customers so loyal, in order to be able to replicate these strengths, growing top custemer list
and improving the businegWertz, 2018) After having understood who the VIP customers
are, companies are ready to implement Customer Engagement strafegiesding to

McKinsey an ideal strategy can be summarized in a-ftaps procesd-rench, et al., 2012)

1. Hold a Customer Engagement Summit

This first step brings senior managers from different departments together to discuss the
strategies and goalsnproving the coordination of all the activitiedDuring this meeting
managers debate about what relationships the company wants with the customers, how to
coordinate the activities necessary to approach and erggesgemersacross the different
touchpoints andfinally, agree on the elements of the engageneeosystem thatan be

undertaken irhouse 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 sumnsitthe institution of a forum to focus
management 6s attention on enmlgthegactioeacmss thd hi s
various touchpoints bringing together all the different point of views in the company such as
marketing, communications, servicd sales. This councils an operational and efficient
decisionmakingentity, able to convert the results of the previous summit into specific actions.
Thisboardplagsa cr uci al rol e i n br esekactingast mediataro mp ¢

andafilter between functionsonflicts.

3. Appoint a Chief Content Officer

This figure provides all the ebrand, topical anentertainingcontents required to engage
shopperscollaboraing with all the other several key business ar€asnpanies need to appoi

A CCO Officerto 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 listeningcentemmoritorswhat is being said aboato mp abmsméssproducts, and services
on social media, blogs, and other digital channels. This step is crucial to establish a conversation

with customers, pushing interactions and mobilizéBngndsupporters.

5. Challengethe TotalCustomer Engagement Budget

Today is crucial taommunicate wh customers in a more productive wagjngdigital and
social media channethatare radically cheaper and more effective than the traditional ones
Customers have moved their presenoéine and exchangtheir opinions mainly on these
interconnected pkforms.In the allocation obudgetis necessar to considerthis tradeoff,

prioritizing the expensdsased ora customecentric approach.

This five-stepsprocessallows to move in the right direction in terms Gtistomer Engagement
creating a relevant competitive advantage with respect of competitoderstanohg the
importance of a structured strategy to manage the relationships with cussmgartantand
budgetsshould be adaptedonsequentlyCompaniesthat havenot changd their traditional

mentalityhavelost ground, slowly disappearing from the competitive arena.

13



1.3.1 Tactics to Boost Customer Engagement

The process described previously represarstructued approach to Customer Engagement
andisusefultoc onver ge companyo6s e fAteohauing developed thie r |
infrastructure, managerssually put in place some simple but effective tactics to attract and

engage customersore effectiely. The most importanbnes are:

1. Humanize the BrandAccording to a study conducted by Accenti88% ofUS customers
prefer dealing with human beings when they get in touch with compgksesnture, 2016)
This statistic highlights the importance of a better communicatiacross dlthe different
channel s, tryi ng tthebrandRorexamplef possibla tactiztodefie 60 t o
a certain style of storytellingndau n i q u e toficenodctovihie audience This creaes
more empathyndstrikestheright emotionalchords To give a humanized appearanselso
important tochoose wisely the influencers that put a face to the Brand aightallthe social
media postsin this way managergive peopk a better idea of whom they are talking with
Another strategyconsistsin moving the spotlight on employees, revealipgoplethat are
behind the Brand and sharing their personal stgses Figure § The last suggestion is to
acknowledge customers abopbssible issues and mistakes, staying as unfiltered and

transparent agossible(Barker, 2018)

ILVMH GROUP TALENTS

FIRST PERSOIN

At LVMH., it's our people that make the difference. Hear from the
people behind our successful brands as they tell their story of a labor
“' I”\"’.

—
.

Alireza Danai Laurence Le Noac’h
) urchasing Manager, LVMH Fragran
Brand

gional M r Middl t & Afri

Benefit Cosmetics

Figure 6: Example obrand humanizatiorstrategyat LVMH (www.lvmh.com
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2. Create tailoredand exclusiveexperiencesAs highlighted from a study released by Oracle,
68% of customers believe it is crucial for a company to personalize its expef@acte,

2019) This data showsghe importance of providindailored experiences to customers,
communicatingthem that they mean more than just a s&ler example,is possible tacreate
personalizeanessageand productbased o u s t opmetererscé&sdemographic factoyand
interests(VWO, n.d.) A perfectexample is Spotify thatn additionto offering personalized
playlists to customers, it also tailors its marketing campaigns thanks to the incredible amounts

of data it collects from thensée Figure Y.

Figure7: Spotifys"Tha ks 2016, i dardpaignfwvene businessinsidet.com)

3. Gamifythe digital experiencdf 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. Foexample,managers organize contestih peculiarrewardson the

c o mp any 0,sappwesbcial networg, inviting usersto collect pointstake pictures of
products, participate to quizzes,ay treasure huntsThese competitionare more effective

if conducted during special events, such as anniversary, popular festivals, or product launches
(VWO, n.d.) Starbuclks, for example, offers a digital rewards program based on collecting stars

(two stars every 19) to get free food and beveraggss Figure B

Figure 8: Starbucks Rewards Program (www.insideretail.asia)
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4. Continuously collect and incorporate customer feedb&ciotherusefulsuggestion is to

always collect feedback from customers about what works anddekatnatin this wayit is

possible to gairelevaninformation to improve the service, realigninggct o mer s 6 ex p ec
wi t h ¢ o mp éeeyiguse).dHisftactic makes customers feel important, valued, and
heard, ensuring them that their pgimf view are beingconsidered Some of the tactics
managers caaose are: mail feedback forms, incen®g to participate to surveys, live chats or
in-store feedback pangl§WO, n.d.)

= 15%
NETFLIX
How would you describe your satisfaction with the movies and TV shows on Netflix?
Select one response per row
Not at all Extremely Not
satisied 2 3 4 5 5 Satisfied | applicable
Selection of Netflix Original TV shows (produced by Netir) | (0) &) O O O ') O Q
Selection of movies and TV shows for children available O O O O O O O O
Selection of locally produced movies and TV shows O O O O O O O O
Selection of movies available O O O O O O O O
Selection of TV shows available @) O el O O Q O @)

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

Thesestrategiesnake the difference in the competition to attract and retain custtmiesas
important thing to remember is that compardasnotforce customers to engage with them.
Even following these best practices, only customers are the ones that decide herad¢band
with  whom. Managers createnly the opportunities,preparing the most appropriate
environment tdnteract withasmany customers as possilaedfacilitating the relationships

with them.
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1.4 Benefitsand Risksof Customer Engagement

As wehave seen befora today digital and hyper competitivearkets Customer Engagement
can be thenly key to differentiate a business from the others, ensloimgiterm benefitsto
those who can exploit engagement opportunifiéss paragraph will analyz@ore in detall
these benefitsbut also therisks deriving from disorganizedengagemenstrategies This
framework allows to understandvhy is useful toprioritize Customer Engagementith a

structured and programmatic approach.

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

Engagement directly aflutthowt?s compani esd prof

Customer Engagement is about creatingiongr m r el ati onshi p, I ncr e
and,consequentlycustomer retention. Customer retent®a critical indicatorfor companies

and, &cording to Bain & Companya 5% increase ithis metricproduces more than a 25%
increase in profitdEEngaged customers, in fact, tend to buy more from a company oeeattion

they are often willing to pay a price premium to continue to do businesghgitompany

rather than switch to a competitor with whom they are neither familiar nor comfortable
(Reichheld, 2001)

Anotheranalysis, elab@ted from Gallupemphasizebetterthese aspectSorenson, et al.,
2014)

1 Inthe consumer electronics industry, fully engaged shoppers make 44% more visits per

year and spend $84 more than a disengaged customer.
1 In the hospdility sector, fully engaged hotel guests spend 46% more per year.

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

visits per month respectively, as compared to disengaged customers.

1 Fully engaged shoppers make 4496re visits per year to their preferred retailer than

actively disengaged shoppers.

1 Inthe retail banking industry, customers who are fully engaged bring 37% more annual

revenue to their primary bank.

1 In the insurance sector, fully engaged policy ownenchmse 22% more types of

insurances.
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Regarding other positive effects of Customer Engagensergcent surveysee Figure H
highlights thatthe highest ranked benefits according to managergiacecased customer
satisfactioandfiacquisition of new cuemer® (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 &nmecreased market shar€73%), andfincreased
customer retentian (72%). In other areas such a¥lecrease the risk of new product
introduction® (52%) there seems to be disagreenteaty mi n k o ws k a 2019)

Increased customer satisfaction 87%

Acquisition of new customers 86%

Increased market share 73%

Increased customer retention 72%

Reducing time and costs of acquiring and using

0,
customer data 63}

Broader decision base since several products or

. . 53%
solutions can be tested simultaneously ’

Decreasing risk of introducing new products or
new solutions

52%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Figure 10: Customer Engagement benefits y mi nk ows k a , 2019)

All the benefits that are mentioned before are the result of careful and a@gatement
strategiesand their achievement is not as easy as someone might think. Companiageh

this path without setting clear objectives and without mobilizing the correct resources can face
some risks that could undermine their current busingseed~igure 1)L Always acording to

ma n a g persgeétive,the most relevant riskwhen implementing wrong Customer
Engagement tactids to fiobtain uselesgleasdue to the lack of customer knowledg&6%

agree on this pointDther riskobservedy asignificant number atheminclude finformation

overloaa (54%), Aloss of secrecy of information or knewowo (51%), andiadditional costs

ofi ntegrating customers6é ideas i n buw#esess p

On the other hand, only a small part thinks thatithek of target market orieationo (32%)
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and thefdiminishing control of business proceg83%) represent a risk for their companies
(tyminkowska, 2019)

Receiving ideas infeasible from firm standpoint
due to the lack of customer knowledge

56%

Information overload 54%

Loss of secrecy of information or know-how for

) 51%
competitors' advantage ’

Additional costs of integrating customers' ideas in
business processes and coordinating those
processes

46%

Lack of or diminishing control of business
processes

33%

Lack of target market orientation

32%
0% 10% 20% 30% 40% 50% 60%

Figure 11. CustomerEngagementriské t+ y mi nk ows k a , 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 delayperations. Despite these difficulties, these types of methods are still the

most effective way to i mpr ove -tarm celatoqshkips,y 6 s

boost sales, and win the competition.

[ERN
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1.5 Key Indicators

The previous paragraphs highlighted how importa@iistomer Engagemettt achieve better

results and create a sustainable competitive advaragéarly, is also crucial to provide an
operating framework to measunew well managers are engaging custosnandhow these
customers are creating value for the companydentify and evaluate the contribution in value

of successfully engaged customisraseful to introduce the concept of Customer Engagement
Value (CEV). According to ¥setd matmasrproEdy c an
customers who value the brand and contribute to the firm through (a) their purchase
transactions, (b) abilityd refer other customers to the firm, (c) power to positively influence

ot her customers about the firmdébs offerings,
offerings in providing a feedback to the fan®oing into detailsCustomer Engagementlte

can bedividedin 5 secondaryndicators

Customer Brand Value (CBV)
Customer Lifetime Value (CLV)
Customer Referral Value (CRV)

Customer Influence Value (CIV)

= =4 4 A4 -2

Customer Knowledge Value (CKV)

CEV is not merely an aggregate okt componentsand adeger comprehensioof 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 thamportanceof each of these corpentsKumar, 2013)

Customer Brand ValugCBYV)

CBV is defined by Kumar athe total value a customer attaches to a brand through his or her
experiences with the brand over tim&hese experiencese built trough different marketing
initiatives that companies implement to engage customers. This metric nseasiletail the
attitudinal value otustomers andefers on how they perceive the Brand in their minds. It is a
dynamic, multidimensional mdicator that try to incorporateall the feelings, thoughts,
perceptions, images, and experiences thatarelinked t he Br and i n cust ol
the value of thisCBV a customercan be surveyed with specific demands in eight different
areas: Brad 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 onpoitd scale
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Customer Lifetime Vae (CLV)

CLV is a forwardlooking metric that accounts on the profit contribution of customers, based
both on customerso6 past purchase behavior ¢
customers. It helps managers to estimate a dollar value foitdomgrelationships 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
contributonmt he profits related with customersodo f

of future marketing costs

Customer Referral Value (CRV)

As seen in the previous paragraphs, customers not only contribute with direct purchase, but also
contribute throughndirectbehaviors one ofwhich arereferrab. CRV is definedby Kumaras

Nt he guanti fiabl e measur e of t he type, (
recommendations that an individual customer provides to others with regard to a particular

p r o d. Cantpanies incentivize referrals offering tangible compensationasioroers for

their efforts in attracting neanes This indicatoris computed trough theresent value of future

profits given by each referred prospect. For the computation is imptteedlize that not all
thereferrals 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 Ifluence Value (CIV)

Referrals are not the onigdirectwayt o i nf | uence c.ECsstomemanrfastd bet
can be alsanfluenced by WOM activities, especially through social networtsat persuade

and converprospects into customeiSonceptually CIV is definedy Kumaras At he mone
gain or loss realized by a firm that is attributable to a customer (influence), through his/her
spread of posi ti Rierely from eefgraals,icustomekd @risl intrinsically
motivated tasshare WOM and is not necessary to monetarily compensate them. The CIV can be
calculatedconsideringhe 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 VayCKV)

CKV provides a metric to measure customer knowledge and feedback about products and
services, linking it to the compkumgrds ptrodéi
monetary value associated wi t adbackhsuggestioodri t s
an idea to the firm ovleave namerpus traces df opnfonstbotime o .
intentionally and unintentionally, which can be observed to improve the existing offering of a
firm. To get more useful feedbagks important to establish fast and simple communication

tools, creating an interactive and effortless process. A good strategy to incentivize customers to
leave comments amfovide newdeas is tshare part of the profits generated from these useful

suggestions, éeping track of this value creatipnocess

The sum of all these metrics can give a comprehensive picture of the state of Customer
Engagementn the company and allows to understand the drivers for creating successful
strategies. Another advantage of @&V framework is that it highlights all the different facets
behind the engagement creation procétsallows to optimally allocate marketing resources
and,consequentlymaximiz the profitability. The quantification of Customer Engagement is
thelast step for a schematic and meticulous approach to this topic and ceribkidecess

started withthe mapping of the Customer Journey.

1.6 Customer Engagement During COVIDB19

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 revisicusfomelourneys andengagement metrics.

In this particular time of crisighec ust omer 6s i nteraction with
his or her sense of trust and loyalthe competitiorhasmoved to how companies are able to
deliver experiences and services thatisfyc ust omer s new needs wi't
concern. A crucial factois how rapidly companies adapt to this new scend@ example
redesigningexperienceso reachcustomers where they atmiilding new agile capabilities and

reimagining anewpost COVID-19 world(Diebner, et al., 2020)

Even if Coronavirus has drastically decreased -fadace business interactions it has not
removed the need for companies to engage customers. In fact, Customer Engagement is crucial
during these difficult timesbecause it can help companies to develogrdtive revenue

streams and will offer significative advantages when the economy will restart to grow. An
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important thing to consider is that customers rememizse®rands that have been coherent
trustful and have helped them to meet their emotionatis@uring the pandemiclo reach

these resultand increase the engagement with custoncerapaniehaveexperimentdsome
interesting solutionsFirst, some businesseshave serval as reliable resources for their
customers and their communities. Peopléaict, needda guidance and a support and veait
someone they can trust and make them feel safe when everythingdseecertain.For
example Gusto, a payroll startup, developed a small business resource hub focused on COVID
19. The aim was to help smhllsinesses to get the most updated news, information, and advice
during that difficult timgWingard, 2020)The way in which companies like Gusto played this
cruci al role have | eft | aCompameghaveaahonty hetped i n
customers but also their employees. A good example in this sense has been the one of Luxottica
who decided to prade a 100% integration of the monthly net salary of all employees in layoff
and a wel far e b onu seveoybnevbhiddh@vé warkedduripgethe quaramineh  f
period(Carra, 202Q)These efforts help to create empattith final customers and make them

feel that their spending mattefsother important aspect to consider is that durimggariod
customershave searcled for more entertaining contents, as underlined from the increase in
traffic in some websites su@s Facebook (+27%), Netflix (+16%), and YouTube (+15.3%).
Companies that have exploitdtese expanded digital interactidmesve alsgrovided new and
innovative contents to entertain and inspire custoifvgnsgard, 2020)Nike for example have
launched amarketing initiativet hr ough it s at hlaccdustss @l sedi &Ni
Living R,nevhich@umal@eopldavecompeted, on a weekly basis, with sport stars

as Cristiano Ronaldm digital workout series andomefitness challengetsee Figure 1P

Figure 12: Cristiano Ronaldo's challenger theNike Living Room Cup (news.nike.com)
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As all the other crisis, also this oimas presentedsome opportunite for innovation and
companieshave understoodhow to adapt their businesses to these occasibmsboost
engagementmanagers arbelping customersn new ways, offeringhemnew products and
services to deal with their new nedil¢aldron, et al., 2020}or examplenumeroud_uxury
companies aérmani, Prada, Gucci, and Bulgdsee Figure 1Bhave reconverted thgiants

to produce sanitizerand maskscombating the shortages ofetke producs. 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.

Figure13: B u | g aanitizérmoduced during th€OVID-19 emergencywww.bulgari.com)

The pandemic situation has certainly undermined the world economy but companies with the
right customeicentric approach continue to cultivate long lasting relationships with their
customers, emengg 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 t eqopimgr ary
permanent improvements and are pushing-pastiemic 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 chaptehighlighted how important is to engage customers aitht are the main
strategies and suggestions to do it rigistunderlined, ne of the most effective tactics to create
strong and profitablbondsis exactly through gamified experienc&@sese experiencexploit

the elements of game to create unique and challenging sitsidtiorging relationships to an

upper level. Allithese t r at egi es can b e Gamficatoa Marketemgl a md t h

are becoming more and maesefulresource foan increasing number cbmpanies

This phenomenon is not something disrupting and Gamification techniques have been largely
used also irthe pastin the most disparate sectofEhe themehasacquired an increasing
importance due to the advent of sodiatworks digitaltechnologiesand online gaming. These
revolutionarytouchpointshave reshapd the entire way in which we intenglationships,
offering a totally new and different perspecti@mpanies carot ignore this new scenario

and must challenge themselves, asking why millions of people are willing td gEenfree

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

why they share the results of this competition on their soceaia

Gamification marketingis nota magic elixirto exploit these new trendand the road for
buildingthis type ofcampaigns isot free from obstacle$he truth in fact,is that Gamification
is only one of many possible ways to engage customers amdlways integrated in most
comprehensive marketing straiegy Understanthg the psychologicadriversbehindeffective
campaigngs also cruciabecase customers actively avoid poorly designed solutiorfss
chaptertriesto answer these questioamsd these douhthighlighting what Gamification really
is, which are the secrets behindetbhenomenonand how companies can builsuccessful

marketing strategies based on gamified experiences
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2.1 Whatis Gamification?

2.1.1 Origins ofthe term

Gamification is not recenphenomenomnd this word has quite a long history. The term was
coinedin2002by he Briti sh Consul t andelib&atatykglyRverd | i ng
to describehis activity of fiapplying gamdike accelerated user interface design to make
electronic transactions both gayable and fast(Pelling, 2011)In his view, this terndescribe

the act obuilding physical thingamaking them fun and effective to use particular, it refers

to the services provided IBye | | comsgiténsystartup Conundra Ltgdspecalized in this type

of service Despite this first experienaeas not a succesthe word Gamification survived and

slowly started to describe something completely different.

Another early adopter of the term was Bret TErtfie firstin 2008to reportthis conceptin a

blog article during the Social Gaming Sumnaih, annual meeting that focuses on strategies for
building, monetize and grow social games. In his article Terrd e d t Bameification, A
a slightly different spellingthat identified agithe use and application of game mechanics on

other web properties to increase engagerénerrill, 2008)

The Gamificatiophenomenopas we intend todawasinsteadanalyzed for the first time only

in 2010, when Jesse Schel, video games designer amdlectic professoat the Carnegie
Mellon University, inviedeveryone to reflect oine unexpected revolution that was happening.
Schell provided a picture of a near future characterized by an increasinglyearasive
penetration of some typicalideo gamesdynamics in daily life. In his speech he never
menti oned t he whut de faite aenthedridena defind fordthe first time
this phenomenome describechow gamingwould have been destindd go beyond the
traditional borders of consolesd PCs, influencing every moment of human Iffeetruzzi,
2015)

In the same yeaalso Jane McGonigal, American game designer, prophesied a-paseel
paradi se duri ng h eGamingrCanoMake ia Better WaddBrTher 3paelchk |, A
sheaffirmed WfHen I look forward to the next decade, | know twagthfor sure: that we can

make any future we can imagine, and we can play any games we want, so | say: Let the world
changing games begriMcGonigal, 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

=)}

productivity gameso0, fMsseurrivoeu diilagpapmhe sed,nt egratr

funw@ b eb a\giaoe ab@bial gamey or i pl ay f u] Gardifeaiondave

=)}

establishedtself as the most used one. Fr@d10 onwardshis wordwent viral and became
trend topi¢ arousing the interest of professionals and Asthighlightedfrom theinterest
shown for thisterm on GooglesearcheqFigure 14 this word has continued to grow in

popularity. It has reached a peak2019 and shows no sign of stopping.

A value of 100 is the peak popularity for
the term. A value of 50 means that the
term is half as popular.

Figure 14: Interest over time of the search ter@dmificatior’ on Google(trends.google.it)

According to projectionalsothe market size of Gamification is expected to increase from USD
9.1 billion in 2020Qto USD 30.7 billionin 2025, at a Compound Annual Growth Rate (CAGR)
of 27.4% during tts forecast periodMarketsandMarkets, 2020)

This data suggestow revolutionary ighe scope of this phenomenon and hous islowly
beconing part of our daily lives.Gamificationis everywhere and we are surrounded by
situations where the ganpéays a central roleEven if wecannotrecognize it.

2.1.2 Gamification Defined

The increasing popularity of Gamification has attracted the interest of academics and
researchers that have tried tteeorizea formal framevork for this topic. While the first
theoretical definitiosof thetermwereproposed 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 Gamificatismegularly questioned and criticizeohd it

does notexist a clea explanation that reconciles all the different perspectiVas section

points out the main definitionginding thedifferenceshetween thevariousvisions It tries to
provide aholistic frame of what Gamification,igspeciallyfrom a marketing poinof view.
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Chronologically speakingone of the first definitions was theorized in 2011 bySebastian

Deterding wharoposs the following meaning:

AGami ficationod is an informal umbr e-pammg t er m

systemstoimprve user experience (O&exding, atald20ily er e n ¢

This first definition indissolubly linkthe concept of Gamification with tlagplication ofvideo
game mechanics contexts different from gamdts ultimate purposes to improve user
experience and user engagement. Always according to Deterding another possible explanation

of the termis:

AGami fication is the us-gamé (gabDeteddged.gn el e
2011)

Both the definitions share the idea that the core of Gamification are game mechanics that are
used in norgaming scenariosor other purposes than their normal expected usehis
perspective what distirguishes Gamification from a generic "playful” design is that
Gamificationtries to recreate the same set of emotions typical of video gandses so
through scoring systems, missions, and leaderbadtisa purpose that goes far beyond the

simple entertainment

A following definition from Huotari and Hamauinderlines he | i mi t s onedivingpet er
a service marketing perspective of the theme&. om t hei r poi nt of vi e
commitment and participation are criticiterminant®f a game. For thissasonthe value of

this service is deter mi ned o0Aisbthe ebotionsaalated o me r
to the game are alwastimulatedby individuab perceptios. In other termsis possible that

the same gaification contextcan be perceived as a gameful experience from one user but does

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

AA proces of enhancing a service with affordances for gameful experiences in order to support

user' s over al(Huotarietal,2012)r eat i ono

Huotari and Hamari emphasineorethe experienceof engagemerthat Gamificationtriesto
createrather than the method3ifferently fromDe t er d i n g Otisataré bakedd onlybn o n s
the use of certain game elements and are limited tegaore contexts, this orgrovidesa

broader vision of the phenomenon, enclosinghe experiences that are perceived as a game
from a userWhat matters araot aset of standard game mechanics but the process that leads
to the creation of a gameful experiendadependently from the success or not of the

Gamification campaig,.
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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:

AThe proceshsi nkfi ngamend game mechanics to et
(Zichermann, et al., 2011)

This framework for understandir@amification is more powerful and more flexible than the
previous oneslt canbe easilyapplied to any problem that can be solved through influencing
human motivatia and behavior. It brings together all the disparate discussiornsateabeen
theorized mergingheminto a cohesiveefinition. From this perspective is not sufficient to use
only game mechanics but is necessary to develop a coherent process-tiigkimg. Also in

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

specific restrictions in terms of servicasd contexts.

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

company Gartner, that defin€amification as:

AThe use of game mechanics and experience d
achieve t(Buke 2014 oal so

This definition issimilar totheone provided by ichermanrand Cunninghagbothin meaning
and contentsout offers aslightly differentpoint of view Indeed 1 focuses moreon the digital

side of the Gamification procegsccording to this conceptualizatiohe key elements are:

1 Game mnechanicgelated to the use of elements such as points, badges, and leaderboards,

usual inmany games.

1 Experience desigthatdescribes the journey players take with elements such as game

play, play space and story line.

1 Digitally engagemeaning thaplayers interact with computers, smartphones, wearable
technologiesor other digital deviceshatgenerateengagement.

1 Motivate peoplemeaning that this process carodify behaviorsdevelop skills, or

drive innovation.

T Achieve their goalsmeaning thatvhen business goals are aligned viltbse of the

playess, the organization achieves farposebecause of players achieving tlseir

All these different definitions provide unique facets of the same phenomenon, and only
analyzingeach of them is possibte have a thorough comprehension of what Gamification is.
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Despite the differencesvhat emerges to be relevant is the final goal of Gamification: engage
customersThis purpose is achieved through a process that involves not only game mechanics
and elemats, but everythingthat can be perceived from the customer as entertaining and
gameful.Videogames and online gam@®important tools to build Gamificatiostrategies but
represent only a smafportion of this broad phenomenofrom a marketing perspective,
Gamificationemerges to ba customecentric approach that is intended to explditthe
emotions typical of game contextgeatingstronger and lasting relationshifig marketing
purposesThe Pllowing paragraphsffer anin-depthclassificationof these mechanics, and of

thepsychological driversvolved in the process
2.1.3 Gamification Categories

Fromthec o mpany 0 s @Qaaificatiprestrategies e€dre useful not only for marketing
purposes but alsto improveothercritical aspects of the businegsccording to Werbachnd

Hunter, two of the mosimportantGamification experts in the worlthe main Gamification
categoriesre internal, externa) andbehavior chang@/Nerbach, et al., 2012y hese 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).

Organizational Benefit

F S

Internal External

Employe.e‘s/ 4 » Individuals
Communities
Behavior Change Behavior Change

(entreprise (individuals)

programs)
v

Personal Benefit

Figure 15: Relationship betweedifferent Gamificatiorcategorie(Werbach, et al., 2012)
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Internal Gamification

This type of Gamification is addressedactual and potentisgmployees and other internal
members of the organizatioBompaniecanuseit to foster productivitypromote innovation,
support corporate culture, and improve business requiteexample is the use for Human
Resources purposes, such as recruiting anitrg. Marriott International has developed a
Faceboolgame to recruit potential candidates calffistly Marriott Hoteb (see Figure 16 It
allows the applicants to manage their own virtual hotel in which they design their own
restaurant, purchase inventptrain employees and serve guests. This simulation is based on
points, assigned according to the quality of the customer service prounditie virtual
customer satisfactiofMarriott International, 2011)
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Figure 16: My Marriott Hotel game simulatio(Marriott International, 2011)

ExternalGamification

This category is addressed to customers or prospective customers and, generally, is driven by
marketing objectigs. In this context Gamification is a way to create relationships between
companies and customers, incragstngagement, identification with products, loyalty, and
finally revenuesThe scope of this research is based on phesisecategory that is funer

analyzed in the followingaragraphs
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BehaviorChangeGamification

This form of Gamification seeks to generate beneficial new habits among a poparatican

be applied both on the single individual or on the entire communhityough 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 systeatdelp peoplsave money

for retirement. The goal of this types of programs is to produce desirable societal outcomes:
less obesity, more effective educational systenwer medical expenses, better financial
decisions. The main sponsors of these gagns are usually nonprofits governmentdut

they can also create private beneftscyclebank, for examplases game mechanics&ward

people for taking daily green actions with discounts and deals from local and national
businessedMembers, whoscitieshave partnered with Recyclebamelarn points forecycling,
andcol | ect t hem onl licatien (seerFigwenly Einally, theyacankransforra p p
these points into local dealdpnations,or exclusive savings on sustainably made goods
(Recyclebank)In this examplehe use ofa very simplegame system based @oints and

rewardscan stimulate desirable outcome for the whole society.
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Figure 17: Recyclebankewards system on its iGp (apps.apple.com)
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2.2 The Elements of Gamig

As mentioned before, the Gamification process is a combinatidiffefent game elements

that create engaging and entertaining experienagsyBich are theeelements?

To answer this question isecessary to analyze and decompose games into their core
mechanics, understanding what makes a gargameWerbach and Huntdrave developed a
relevant r amewor k f or G aThd GamecEtetentdHrerarobyThid$ pyrangdal i
scheme iscomposed bythree categorie®f game elementsdynamics mechanics and
component$Werbach, et al., 2012)

Each mechanic is tied to one or more dynamics, and each componentagitfeetenthigher
level elements. Althese elements can be represented through a pyramateodganized in
decreasing order of abstracti(see Figure 8).

Dynamics
are the big-picture
aspects of the gamified
system that you have to
consider and manage but
which can never directly enter
into the game.

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

Components
are the specific instantiations of mechanics and dynamics.

Figure 18 The Game Element HierarcliWerbach, et al., 2012)

To createhe perfectGamificationexperiencas crucialto mix these elements together in the
right way, creating a ganentextthat is entertaining and engaging. Having a full knowledge
of how these elements interact with each otheldsthe only way to make a Gamification
projectwinning. The lastimportant thing to consider is thas not necessary to include all the
elements for @ompellingdesign but only the most appropriate ones.
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2.2.1Dynamics

Dynamics occupy the highest level of abstraction in the Game Elemiantgdthy According
to Werbach and Huntethe most importargame dynamics are:

1. Relationshipgsocial interactions generating feelings of camaraderie, status, altruism)

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

3. Progressiof t he pl ayer6s growth and devel opmer
4. Constraints(limitations or forced tradeffs)

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 experietcgeneratehe desired dynamics,

giving a different shade on the basis of their goals.

2.2.2Mechanics

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. FeedbacKinformation about how the player is doing)
3. Chance(elements of randomness)

4. Rewardgqbenefits for some action or achievement)

5. Win Stategobjectives that makes one player or group the wihreaw and loss states

are related concepts)
Turns(sequential participation by alternating players)
Competition(one player or group wins, and the other loses)

Transactiongtrading between players,rdctly or through intermediaries)

© © N O

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

10.Resource Acquisitiofobtaining useful or collectible items)

Through different combinations of these mechanics is possible to achieve one or more of the
dynamics previously listedA random event, such as a prize that appear without warning, may
increase playersdéd curiosity and interest.

keep existing players involved.
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2.2.3Components

Components are mopecific forms that mechanics or dynamics can take. The important game
componentsndicated by Werbach and Hunter are
1. Achievement@efined objectives)
. Combat(a defined battle, typically shelitzed)
. Questqpredefined challenges thiobjectives and rewards)
. SocialGraphg r epr esent ation of playersdé soci al

. Avatars( vi sual representations of a player 6:

2

3

4

5

6. Levels(defined steps in player progression)

7. Teamdqdefined groups of players working together & common goal)
8. Boss Fightgespecially hard challenges at the culmination of a level)
9. Content Unlockingaspects available only when players reach objectives)
10. Gifting (opportunities to share resources with others)

11.Virtual Goods(game assets with perceived or reainey value)
12.Collections(sets of items or badges to accumulate)
13.Points(numerical representations of game progression)

14.Badgegqvisual representations athievements)

15.Leaderboardgvisual displays of player progression and achievement)

Each of these component ties to one or more hitgvet elements, exactly as each mechanic
ties to one or more dynamics. Mixing these different elements is possibleate ereery
possible gameDespite all these components represent important parts of gamified experiences,
three otthemdeserve special attentigooints badgesandleaderboards Gamification systems

heavily rely on thendue to theipower,practicality,and relevance

Pointsareused tamotivatepeople taact in a certain waly collecting themTheycanbe used

in Gamification contexdto effectively keep the score, determthe winning conditiosof 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 limitationsrayure becauséhey are abstract, unifornand
interchangeableEach additional point simplgignalsa greater magnitude and nothing more.

For these reasons point systems are usually linked with badges.
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A badgeis a visual representation of some achievement within the gamified experience and
some badges simply indicatescartainlevel of points. Antin and Churchill identifies five
primary motivations for badge syste@sntin, et al., 201):

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

results.

i1 Badges provide instruction about what is consid@@skible in a given context. They
embody social norms, illustrating the types of interactions and teesithat are highly

valued.

1T Badges are signals of playersdo reputatic
about interestgxpertiseand past interactions, facild.i

reliability.

1 Badgesperformsas virtual status sybols and affirmations of thp | a ypersobad
journey through th&amification system.

1 Badges supports group identification, binding a group of players together around a set
of shared experiences. The achievement of certain objectives increases thef sense
solidarity within the group

The most important characteristic of badges is their flexibi@gmification designers can
create many different types of badges for every possible activity. The range of badges is only
limited by the imagination and thalows the gamified system to engage the most disparate

group of players on the basis of their singular interests.

Leaderboard are ranked lists of participants in a game, with the highest scores dn tois.

way players know exactly where they avéth respect of other player©On one hand
Leaderboards make performances public for all, incentivizmmparisonsand motivating
players to improve their results. On the other hanely can be powerfully demotivating for
low ranked players, inducingéim to stop trying. Tonitigatethis problem Leaderboards need

to be designed as dynamic scoreboatdking multiple attributes at the same tiriame
designers can emphasize different featuaed incentivizeplayers to compete owarious
aspectof thegame Leaderboards can also be linked with social networks, creating a bridge

bet ween t he game an\Werbach,etalp?0&2yer 6s soci al [

For example Fitbit, popular company producing wearable solutions for fito#sss an
apdication thatexploits all these elementsith the intentto encouragets customers in daily
sportsactivities 6ee Figure 1R This gamifiedsoftwareallows users to collect points dine

basis oftheir stepsstimulatingrunning and healthy activities.
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Thanks to a leaderboamasers carwompare their results with friends, using thmmts to climb

the ranking Fitbit apgdication includes alsanore than 100 badges to recognize a variety of
achievementsThese virtual aards are designed to hgpople tocelebrateeventhe smallest
victories as steps taken, floors climbed or weight loss. Thisrepsesents perfect example

of how to use in the right way points, badges and leaderbasetsgagement and motivational

tools.

Figure 19: Use of pointshadgesand leaderboards ithe Fitbit application (www.fitbit.com)

As the previous case suggests,cteate engagement witllayers is necessary to develop
coherengamified experiencegshoosingthe most suitable combination of game elemants
integratingthemwith acleargoal. Inserting points, badgesrt leaderboardswvithout a precise
ideg generate®nly ineffective projects, with low value for useesd poo results.The terms
that describe these types of errors gomtsificationandbadgeificationwhich aredefined as
the drift and degeneration of Gamificati@®etruzzi, 2015)

The development of a successful desigfirs of all connected with the understanding of
customers' needand game elements are useful tools to reach this goal. Therefore, adopting the
Gamification thinking only distributing points and creating rankimgghout a clear focus,

means misrepresent) thesenseand 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 moeecompanyknows aboutcurrent and potentiatustomersthe

easier it is to design a successful experience, effectively engaging players. A good
understandingg f p | ay provslegs cracialanputsanto the type of game mechanics and
elements that are more appropriate toagregfinal userd=or examplethe first clear distinction
thatcanbe noted is the targptedominangender. Traditional and competitive games, in fact,
tend to attract mainly males, while social and mobile games tend to attract mostly females.
Somereseach 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 Mikés, those born ém the early

1980s to the early 2000s, expect immediate feedback and are more willing to take risks and
endure failures. For Gamification purposéisis knowledgeprovidescrucial cluesof the
receptiveness of playgto game mechanics. Theselicationsare crucialto understand how to

structure the procesghen gamifyinga product or servic€Kumar, 2013)

A first useful distinction between players is provided by Baribepeding towhom, players
can be classified in four nmacategoriesKillers, Achieves, Socializers andExplorers (Bartle,
1996)

acting

Killer Achiever

¢

C

J

J

<1% ~10%

interacting

Figure 20: Bartle'splayertypes(Kumar, 2013)
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2.3.1Achievels

Achievers ardhose playersnterested in doing thingduring the gamej.e. in acting on the
world. They are interested in collegj points and gaimg status showng their friends how
they are progressing. The problem withs type of players ishatit is difficult to designa
system where everyone can win and achieve. And for achievers, losing at the game will likely

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

2.3.2Explorers

Explorers want to discover new asfzeaf thegameplaycontinuouslyinteracting with thgame

world. The experience itself and the sense of wondsatel by the virtualuniverseare their
objectives. @her players add depth to thame butirenct essentiapartsof 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 shiowsype of traits

2.3.3Socializers

Socializersneed tanteract with other playemnd play games for the benefit of a soc@itact

These playerare 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 veryproud of their friendships, theicontacts,and their

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

2.3.4Killers

Killers are interested in doing things to people, i.e. imgabn other players. What sets them
apart from Achievers is that Killers want to see other peopks showing their superiority.
They arehighly competitive, and the victory is what motivates them, aiming to be always the
best in the gam@&his categorys the smallest one analy a small portion of player¢ess than

1%, showillers traits.

Everyoneshowselements of allfoup | ayer types to some daegree
only to understand whicis the predominanhature As mentioned before,nderstanding the
type of playes that interact with the Gamification experientelpscompaniedo select the

game mechanics that are more suitable for the target audience.
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For examplea prominent display of leaderboards may be a useful idea to md{iMatrs and
Achievers player types. On the other hand, to attract Socialgger® designelisaclude game
elementghat enable communitgollaborationand socializationB a r t | estssindexlimes | y

in particular the huge importance ofglast social dimension, being Socializers the largest
player category When developing Gamificatiomarketing campaigns,is crucial to pay

attention to the social part of the experierid@isallows players to interact and cooperate with
othersand shae their results with friendsA 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 te Phenomenon

To understand how to build the most effective Gamificagaperienceit is importantto
explorethe hidden reasonbkat drive people to play. Games are one of the most powerful forces
in all of humanity and are able to motivate people to behawerny preciseways. From a
psychological point of view playing is an activity that involves a series of interesting dynamics
to study These activitiegcludehow to attract players, keep them active, increase engagement,
nurtureloyalty, or activate a relationship withBrand. Despite the numerous psychological
theories that can be linked with games and gaming in this sexntopresented only the most

relevant ones for Gamification purpgse
2.4.1The Flow Experience

At the heart of the success of games there is an idea #alledThis ideaderivesfrom the
studies of Mihaly Csikszentmihalyi, a psychologist and profesamrousfor his research on
happiness and creativity. According to his theory what makes an expegencinely
satisfying is a state of consciousness he fallg a state of concentratidretween anxiety and
boredonthat makes the person completelyabgd inhis activities(see Figure 2L 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 encauered in different situations even in everyday life but the activity that
is more capable of inducing flow, according to the psychologist, is the @aoasionally flow

may occur by chance, because of a fortunate coincidence of external and interitainsond
But is much more likely thathis statusresuls either from a structured activity or from an

individual 6s ability to make flow occur.
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The basic common criteria of activities to induce a flow experience are:

1 Precise objectives
1 Balancebetween perceived challenge and perceived ability (boredom/anxiety)

1 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 apvelsadn 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 engagef@sikszentmihalyi, 1990From

this psychéogical 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 becomimgpamant

part of companiesd marketing strategies.

High

Anxiety Area
(shut down)

Challenge
Level
axis

Boredom Area

(not engaged)

Low Skills / Ability High

Level axis

Figure 21: Flow Zone(Csikszentmihalyi, 1990)

2.4.2The Octalysis Framework

Yu-kai Chou,a pioneer in the industry of Gamificatiopyovides uswith one of the most
important frameworks to understand the motivatiaealsonsehind this phenomenon. &h

tool he theorizs, called theOctalysis Frameworkderives its name from an octagoffigure

with eight Core Drives each one representing a sidehe shapdsee Figure 2R 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 technigunéisencepeople differently;

some through inspiration and powerment, some through manipulation and obsesBi@ry
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action we take depends on the presence of at least onee@jlth@ore Drives This is important

to considetbecause it underlines that if there are none of thleseentdehind adesiredaction,

there is no motivation, and nelatedbehavior(Yu-kai Chou, 2014)The position of the
different Core Drives is not random. Those located in the upper part, named by th&\thiteor

Hat Gamification generates positive motivations, and make the player feel happy, satisfied,
and respected. On the opposite, those located in the bottom part, are defdiadkadat
Gamification,and are considered to be more negative motivations. Differently fronirshe f
category, this type of drivers creates a sense of urgency and makes the player anxious, obsessed
and addicted to the gam®wnershipandSocial Influencéelong simultaneously to both the
categories. They have in fact both negative and positive tasped can be used alternatively

to generate opposite reactions.

-Narrative -Beginners Luck
-Status Points -Elitism -Free Lunch
-Badges (Achievement Symbeols) -Humanity Hero -Destiny Child

-Fixed Action Rewards (Earned Lunch) -Revealed Heart -Creationist -Milestone Unlocks

-Real-Time Control

-Il;eaderboard -Evergreen Combos
-Progress Bar

-Quest Lists -Instant feedback
-Dessert Oasis —Boste_rs

-High Five -Blank Fills
-Crowning Meaning —Pla.n: PIC!{EI‘S
-Anticipation Parade -Poison Pickers
-Aura Effect

-Step-by-Step Overlay Tutorial A

o nghtsp ’ Accomplishment ~ Empowerment

-Friending
-Social Treasure/Gifting
-SeeSaw Bump

-Exchangeable Points
-Group Quests

-Virtual Goods

-Build from Scratch i ~Tout Flags
-Alfred Effect Ownership gechl
iy Influence -Brag Button
-Avatar -Water Cooler
Protection -Conformity Anchors
-Recruiter Burden -Mentorship
HEmerAtasmant Scarcity Unpredictability Socal Prod

. 5 -Glowing Choice
-Appointment Dynamics Avoidance MiniQuests
-Magnetic Caps -Visual Storytelling
-Dangling -Easter Eggs
-Prize Pacing -Random Rewards
-Options Pacing -Obvious Wonder
-Last Mile Drive -Rolling Rewards
-Count Down Timer -Sunk Cost Prison -Status Quo Sleth — 2 -Evolved Ul
-Torture Breaks -Progress Loss -Scarlet Letter . -Sudden Rewards
-Moats -Rightful Heritage -Visual Grave | -Oracle Effect
-The Big Burn -Evanescence Opportunity -FOMO Punch TN DAl

Figure 22: Octalysis FrameworkYukai Chou, 2014)

Epic Meaning & Calling

Epic Meaning & Callingepresergthe desire to participate in something much greater than us,
to contribute to the creation of a collective good, to be chqsedestinedand called to a

mission, to a destinyA clear example of this drive is given by people devoting their time in
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free projects as Wikipediacontributingpb e cause t hey believe they
knowledge, something much bigger than themsel¥&@amification designers can take
advantage of this driver trough the epic narrative, including missions as saveeagraefeat

an invader, or freahostage.

Development & Accomplishment

Development & Accomplishment is defined as the internal drive for making progress,
developing skills, achieving mastery, and eventually overcoming challenges. Our dalily 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 &dedback

Empowerment of Creativity & Feedbaakccurs when users are engaged in a creative
experiencavhere they repeatedly figure new things out and try different combinafengle
need to see the results of their creativity, receiving feedback andirgljus turn. Clear
examples are the timeless success of LEGO bricks and the possibiitgtomizingavatars,
one of the typical game mechaniosgamified experiencesn this casea game designer no
longer needs to continuouglgvelopadditional corgnt 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 peoghkelownership over somethinthey innately want to increase

and improve what they own. Virtual goods amdual currencies are typical examplef how

game designers have exploitbe natural desire to posseskindividuals

Social Influence & Relatedness

Social Influence & Relatewss 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 expéences 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 di@ed 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 niugeresource increase in value. Typical game mechanics
that exploits this core drive are appoint mer

rewardo), and countdowns (Ayou have only 30

Unpredictability & Curiosity

Unpredictability & Curiosity occurs when someone is constantly engaged due to the
unpredictability of what is going to happen ndxtamples of this type of motivation is given

by lottery programs, betting systems, or contests. Game designers take adoatitégycore

drive through mechanisms such as random bonoiséSaster 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 nwation 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 takeor a specific objective is not achieved, a negative event odours
these casebe phyerrisksto lose somethinge have worked hard to gaand is motivated to

avoid this loss with all his resources.

This framework underlines the importance adnsideringthe broad spectrum of human
emotions and motivations when developing a gamifie@eapce. Chou defines this approach
AiHuman Focused Desigro ,proposing a different method to interpret the Gamification
phenomenon. From a marketing perspectisecrucial to deeply understand customers
behaviors andheir intrinsic motivations before dew@ing a Gamificationnitiative. This
framework provides useful suggestions to select the most appropriate game elemneltse
the desiredeactions and cremengagement with customefs.generallie psychological side
of the experience plays a craktrole for the success of this type of strategiethis force is
channeled in the correct way can provide huge benefits to companigsveloping

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 marketefihe application of Gamification techniques irs fact
becoming an important part ofo mp a stratege®to attractew customersand retairthe

existing ones. Howevethe development of this type empaignsgs harder than it looks.
Gamificationneedsa delicatefusion of art and science. On one haidequires emotional
concepts such as fun, play, and user experiences. On the other lraredaied taneasurable

and sustainable systemisat serve concrete business objectivAsperfect design process
merges creativity and structure to match custer s 6 needs with techr
business realitie@Verbach, et al., 2012)

2.5.1 How to Implement Gamification Marketing Strategies

The development of Gamification marketing stragsgequires an adequate allocation of
resources, as well as a structured approach. Accordirfgatoify, a leading company in
providing Gamification marketing solutionthe costfor these initiativesan range from $4k
$8k for the game alonevhile the recommended timeframe siroundthe 6 weeks of work
Obviously, there are a lot of different factors that can influence both timeualge:t depending

on additional promotional elements, customizal@mponents, special needs, and total length
of the campaig. However, h order to be successfesbme good practices are requi(€amify,
n.d.)

1. Set Goals Beforehand

Set one clear priority, giving a direction to the Gamification campaigtrigcial step to ensure

the success ohe 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 campadigrakgsaonly

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 backdand 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. Knowthe Audience

The success or failure of compani ethejtargear k et
the audience. To attract new customers and
create tailored and specific contents. An analysis of the customehélps tounderstand
customer needsndto appeal directly to those the company would likertgageAge, 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 tagk that demographic.

3. Keep It Simple

Since the primary goal of Gamification is to achi€uestomer Engagemetitrough a defined
strategy, game mechaniceed tobe simple and straightforwar@ood practices include
avoidng intricate point dynamics or éaderboards that involve a complex set of rules and
criteria. Customers always compare risks and rewards thlegface a challengdf the game

requires too much effothan most people will move on, leaving engagement levels low.
Gamification does not el to be complicated to work and basic mechanics are more effective
andevencheaperAn example of a very simple Gamification Marketing experience is provided

by t he B&IPpPRetzdl campai gn. The aim was to pus
the lrand, the "minipretzels”. The game consisted in a simple-effgictive image in which

pl ayers had to find one small peeEiduz8)lThihi dde
puzzle conveyed through social medigenerated 25.000 new likes for the company on
Facebook and around 6.0@al sharegShannon, 2020)

Figure 23 M& M' s A Ey eGalificgtionParleting carhpaigrifwww.gamify.com)
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4. CampaigrDuration

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 fashionagéas 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 {amnckmortar stores, actively
involving customers when they are purchasing a product or a sépansfication is a fun way

to get customers engaty@ith c o mp ahusinéssconvince them tepend mord¢ime in the

stores and form deeprandLoyalty. Italso allowgo collect valuable customer data which will

help managers tétearnmore about their shoppers and cliedisese games can be played on
smarphones interactive touchscreenar in-store mounted tablefsositioned in lineHaving

in-store leaderboards stimulate the competition amongst custanters an immediate way to

Il ncorporate a soci al InstbreeGamificationtisalscean effecsve wagne r 0
to distribute ouponsor discountso customers that theye more likely to redeenfror 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 lhthaan share a

picture throughheir social channelésee Figure 2)1 The reward was a chanioe a free tripin

the Alps This campaign was a success, achieving 299 million Milka Brand exposures and

engaging 12.4 million shoppers in only one maitbubaka, n.d.)

Figure 24: Milka's in-store Gamificatiormarketing campaign (wwvksubaka.com)
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6. Promoton Across Relevant Medli

Gamification marketing is not a omsizefits-all process. When @ompany 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 Instagré¥ithout 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 istemsmessages

may also make customers think that the company do not really care about the online presence
or the campaign at all . I f a game exists on
through appropriate messages, the whole strateggely lio 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 Indicator&pls)

The last step when developing a Gamification marketing campatgrdefinean integrated
set of indicatorsSetting correctKPIs beforethe start of th&amificationcampaign outlines a
direction for thewhole project and offes important benchmarks tonderstand the course of
action These indicators are the onlyay to know whethethe planis working or not and
identify strategic occasion®r improvement. The data collected durthg campaign helps to
understand what kind of content the audienaeslikvhat 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 strategiesBefore starting to invest managearsually consider if agame fits
perfectly intotheir wider marketing plan or noThey cfinein advance whaheywant to get

from that game in relation to the strategy, allocating the total budget accordhmgither

crucial role is played byStorytelling Narratives are amtegral part of people's way of

perceiving the world. For this reasantriguing stories are often thfelcrum of gamesandare
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useful to support their ability to engage and thrill playe&torytelling contributesto

Gamification marketinginder five fundamental aspe¢haestri, 2017)

1 Sensestories add a meaning to gamified projects, increasing their attractiveness.

1 Interest anintriguingnarrative combined with a set of points, lzge and leaderlads

increases the interest of players

1 Identification storytelling offers users the opportunity to become protagonists of the

experience
1 Engagement natural consequence&ibrytelling is to create engagement with players.

1 Progression the sense of progression can be mooepellingif linked with the

differentphases of a story

Storytellinghave a significant impagthen developing a game for marketing purpofassed
correctly it can increaséhe participation ofcustomers. Designing gamified experience
without including a good story can undermine all the effggmerating poor and inconclusive
results. Summing up, all the following suggestions ameicial points to considemwhen
developing this type of markety strategieand can be easily overlooked in the excitement of
creating a new campaign. Whether have success or nakepends entirely on how well
managers know the audience and how much they prepare. Taking the right time to understand
what the targetustomers need, what they are looking for, and how the company can help them,
allows to create &amification marketingxperienceahat grabs the attention and consistently
attract new customerd.astly, a careful integration with social networks and a cafte
storytelling create the perfect mix to attract and retain cusgygemerating consistent benefits

for the whole organizatiorEffective Gamification flourishes under the possibilities of social
sharing, chatrooms, social media groups and so onstbmers do not have the possibility to
display their achievements, communicate or be a part of a comntleytyill begin to lose

interest and motivatigrundermining the entire campaign.
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2.5.2 Benefits and Limitations of Gamification Marketing Strateg

If the steps explained in the previous paragraph are respected, Gamification marketing can
create enormous advantages for compaimesetail, he main benefits deriving from this type

of campaign can be summarized in few po{@&amify, n.d.)

1. Fun: games bring fun and enjoyment to users, and fun is marketable

2. Measurable engagemergamified solutions allow to create measurable engagement,
capturing data about how many unique players interact, who is sharsugiats, and

who is redeeming the earned rewards

3. Affordahlity: this type of marketing campaigisrelatively inexpensive and in terms

of costperformance ratio offetbetterresultsthan traditional ones.

4. Data collection:Through this type of initiativeis possible to accumulate information
regarding the userrespecting all the privacy normglanagersusually exploit these

informationfor future marketing strategies and business purposes.
5. Widemarket reachgames are mulyenerational and appeal toyng 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. Brandawarenesscusb mer s ar e repeatedly exposed t
play. As a consequence, they are miikely to purchase the marketpdoductsdue to

Brand recall.

8. Community creationgamified 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 positivaspectsGamification marketing hides some pitfallsmanagers & not

well prepared they can run into unpleasant surprises. First of all, the myth that Gamification
can solve any brangklated problem must be debunked. When companies find that their
standard practices are not delivering the results that they hop#tefogften decide to try new
marketing strategies to see if results change. This great expectation for Gamification to
el iminate company §somipnedevetix a lack of krgpwlgulge @i how s
develop gamified solutions, almost always leadsisgappointment. Managers expect to see the
results happen instantly and forget that Gamification is only aiotthing more. Like any tool

it needs a context to function and someone to handle it. Another error to avoid is to include too
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many rewardsThe reward structure of any game plays a crucial role in its successustioe
carefully balancedOn one hand,ewards are positive motivasthatinduce players to play
more and more. On the other haridisers are being rewarded for every little agttbe clarity

and weight of rewards is lost, making twbole system null andneaninglesslf managers
constantlyusepoints, badges, and rewarfds any promotional event, customers vailbolose
interest, beginning to no longtake them serioushAlso inspiring too much competition can

be dangerous foGamification marketing projects. When developing this type of strategies
balance is the keyt thegameinspires too much or not enough competitithie, desired results
will not be achievedFriendly mmpetition carmotivateplayersto perform at their best, bift

the limits arepustedtoo far, customers will start tfieel uncomfortable or alienate@bviously,
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 thegmge of the campaignill not be fulfilled.

The last limitation of Gamification is connected to poor designed solutions. Egamié
mechanics and objectives are all well planrieedcampaigrcan suffer from a scarce aesthetic
appeal. Everygamified expegence needs to grab the | a y a&tentod reflecting the
companyo6s Blemphatsthemessguads icons,and other designs elements, all
need to bedesignedwith the utmost careDetails really make the difference in this field
(Denton, n.d.) An example of a poorly structured Gamification Marketing campaign includes
theGoogl e 6s i AGooge Naws Badges 20D1LfThe idea was to create a gamified
systembased on badggethrough which engage readers by shaythem their progression in
reading articles. The more theydethe higher level badge they receiv&oogle offered more
than 500different badgeso cover different topigswith the possibility of sharing them with
friends. However, this project seethbad managed since the beginning. The connection of
rewards and redife benefits was unclear and badgesild only be used to brag to those who
were already using the servidéven Google soon realized the failure of this initiativehe
company in fact announcdéuk interruption of the servigest 15 monthsafterits launch(Burke,
2014)

In conclusionthe limitations relateto Gamification Marketing strategies are connected with

poor planning anthck of experienceén this field Unclear campaign goaésd 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 veahi¢we,
understanding if they have all tleapabilitiesto start this type of campaigns. Otherwise,
outsourcing the entire activity to external professiorw@s ensue the development of a

successful strategy.
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2.53 Examplesof Gamification Marketing

In recent years, more and mimgsinessebave decided to implement Gamification marketing
strategies for the most different reaso@smpaniedusedthis type ofcreativecampaigngo

spread theimessage and promote theibrands. Gaming elements suchas ranking lists,
competitionprocessesscoringschemesand incentives aiia fact incredibly powerful systems

to build loyalty,engage customeasndcreae connectionsvith them In particularfidelity cards

and frequent flyers prograsican be considede as primordial examples of Gamification
marketingmechanisms based on points and rewartie first company to use these strategies
wasAmerican Airlineswvhich in 1981 introduced AAdvant ageowor | dés fir
program. The initiative aimet encourage customer loyalty by offering rewardsépeated
purchasesAlso McDonalds can be considered as a pionettrasidactics. 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 e@systomers received ticketsiyaing a
certain number of products from McDonal dbés.
color to be eligible for a priz&his campaign can also be considered one of the longesing

in marketing history, given that it is still used today in several cour{ggsFigure 2b
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Figure 25: McDonald's2013Monopoly game ithe US (news.mcdonalds.cgm

Nowadaydechnologies offealsounprecedented possibilities through the use of video games,
mobile devices,and social networksThe applicationsof Gamificationto marketinghave
becomepotentially infinite and take extremely different forms dependinghebrand andhe
targetaudienceln particular, according to Gamify, it is possible to identify 5 different forms

of Gamification marketingampaigngMospanyuk, 2020)
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1. Transmedig&Gamification

Transmedia is the practice of taking a media property and extending it into a different medium
to either expand the material or supportHor example,n 1997 Nintendoexploited a
transmediscampaigreleaing thegamen007: GoldenEye f or i t . ThNSwas g | at f
triple-A game, created to bring more attention to 1885movie of the same titlend for its

f ol | o0M®7: Toghordw Never DiesHowever, he video game version ended up making

more money than the film itself is no surprise then thawo decadesater the video ganse

industry isfour timeslarger than thélm one andgamesare replacingnoviesas most popular

form of entertainment

2. Brandification

In its simplest fornBrandificationconsistf in-game advertising for realorld products. This
includesmessages, imagesdvideos promoting a brand, product or service withivideo
gamesuniverse One of the most recent and successful examples of Brandificatioes from
Tesla.The EI on Mu sldstdJslypartoesgowditmTye n ¢ evni tdéeso PRlageme A
Unknown's Battlegroun@¢PUBG) topromoteits carsin an innovative wayThis choice comes

not as a surprisgiven thatPUBGis one of the most played and viewed competitities in

the world with more than 100 millin active users each monffeslai s ex pl oi t i ng t
world pladng its vehiclesas drivableonesfor players, increasg in this way botrcustomer
engagemenand brand awarenesghe launch of this initiative has been also promoted through

a real world eventA mysterious containesimilar to those used IRUBG, wasn factplaced

in front oftheSh angdhtao @i nTaikookdui Centdd, creating curiosity and clamor

(see Figue 26). Two theme characters then unveiled the méodel 3 and Model Xcars
available simultaneously both in the physical and in the game world.
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Figure 26: TeslaModel 3 unboxed infront& hanghai 6 s A T a(iwwogmifjttom) Cent er o
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3. Experiential Gamification

ExperientialGamificationcan be defined as providing a fully immersive and interactive event
that is linked to a brand campaighhis marketing practicenostly tales place in physical

locationsand exploitsAdvancedReality andVirtual Reality formats.

For example ir2013, Samsun@unchedan experiential Gamification initiativeo promoteits

new Galaxy S4 model.he Korean companystalled an interactive kiosk the middle of the

Zurich Main Station, inviting people take partin a creative contest. The aim was to stare at
the screen of a Galaxy S4 mott® 60 minuteswithout looking awayin exchange for a reward

(see Figure 2). Samsung made it hard for peipants to conclude the challenge, hiring actors
and stunt performers to distract people during their attefpis. marketing campaign was
designed to promote the features of the Samsung device and in particular the newelysilt
sensorSamsung alsoreated 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 thamndlion of views for the YouTubeideo
(Segatto, 2019)Analyzing thiswell-developedcase of experiential Gamification we can see
how it has beeparticularly engaginglue tosomepowerful motivationalschemesThe goal,
thesetof rules and thesystem offeedbacksvereclear and easy to understaadd the player

could immediatelyfigure outhow the initiative worksParticipants culd alsocontrol at any

time their progress through a screen amdealerted by a sound if they loe#away from he
device.Another crucial factor to considerasthe unpredictability of the distractions tlyztve

a sense of curiosity and excitement to the whole experience. Lastly, the social influence of the

crowd, observing and cheering for the playersgedddpoverful emotional charge.

Figure 27: AAIl Eyes on Samsung Galaxy®&#arketing campaign (www.raphaleérmann.com)
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4. Advergames

An advergame is &amification technique that promote a particular brand, product, or
marketing message by integratitftgem with a video game template, created expressly for
promotional purposes. Adverganeslayare oftendevelopedor mobile devicegiven their
wide diffuson and ease of use.

For exampleKFC, one of the world largest fast food chaiasgated a advergameampaign

in Japan to incentivize customersimiy its differentline of products. To reach this restiie
American compangeveloped anobile gamewith the help oiGamify. Thegameconcept was
based on a fictitious war betwekiFrC and an army of shrimps. The player had to prdtest

KFC castle from the enemies, saving chick&nom the defeafsee Figure 8). This simple
game mechaniavas integrated by a score system that kept track of records, giving the
possibility to share results with friends on social media.

After thegame,some discount vouchers fibi Shrimps redeemable Hstore, were release to
players. KFC Japan created a lot of noise around its prgdant in turn, generated an
overwhelming amount of sales. This marketing campaign was so successful that KFC had
considerable difficulties to serve all the customeudting the campaign to stalagi the supply

and demand oits produck. About 200.000 people used the game, and the 22% of them
redeemed their vouchers within a store. Despitedingial difficulties, KFC increased its sales

by 106% compared to the previous y&aamify, n.d.)

Figure 28: AKFC Shrimp Attack Advegame (www.gamify.com)
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5. Alternate Reality Gamd@&RGS)

Alternate reality games (ARGS) are online experiences that use the real wauittta story
through usd¥ actions. Typicalljthese campaigrisveragebothsocial mediandtechnologies

to some degree to provide information to participasile tradiional gaming is designed to
help people escape from reality, ARGs are actually designed to make reality more engaging.

An example of this integratiobetweenphysical and digital is thdimmy Cho@ s mar ket i
c a mp aGatghna Choo, one of the first Garfication experiences ithe Luxury world. The

British brandin 2010launchedn factan ARGsinitiative to sponsoiits 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 structuneédtasaative

020 (onlineto-offline) treasure hunt arournte city of Londonperfectly mixng thereal world

with social mediaand geolocation technologieBhe participants needed to check diramy

C h o ¢@ussquare, Twitter, and Facebook accountetsome digital cluethat wouldhave

led them to differenparts of the cityThe first to reach the corrdatal location within a certain
period of time was rewarded with a plamvas Ji mn
a success for the company ardund4000 people participated in the treasure hiiné social

media coverage was extremely positive i@i® 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 spomsodedl This example represented

a very innovative strategy at that time and opened the way for similar initiatives in the Luxury
industry(Viola, 2015)
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Figure 29: "Catch a Choo" marketingampaign(www.gameification.com)
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All the previous exampleiighlight how Gamificationis becoming a crucial element for
companies to reach both their short and {ergn goals. If applied correctly, it can generate
impressive resulfdringing marketing ampetition to a new frontier. There are no secogts

shortcutgo planthis type of strategies, only professionalism, competence, and foresight

To correctly develop these strategias important taunderstand all the different forckeshind
Gamificaton. On one hand, the psychological side plays a crucial role and can be considered
as the hidden engine of tehole process. Knowing which are the main motivators and the
related behaviors, allows to design the experieneesunccessfulay, creating eraging loops

that can be easily monetiz&dn the other hand, a fair amount of creativity and originality, lay
the groundwork for success. There are no fixed schempsoject this type of marketing
campaigns, and theultitude oftechnologies developed the last years offeran 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
companyo0s probl ems and genetatesmaretcontusios thantbenéfits.e ¢ ¢
Havingin mind these simple and clear conce@amification 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 Westationsand has some peculiarities

that maks it unique. For example ti is characterized by the widadoption of digital
technolgi es and soci al net works that affect ev
is driven by new generations@ainsumerss Millennials (people born between 1981 and 1996)

and Generation Z (people born between 1996 an@l)2@ho also represettie leading portion

in Chinese spending growtm particular three giant internet corporations Baidu, Alibaba, and
Tencent are creating a multifaceted and int
online experiences. Also the Government iaypig a crucial role in this digitization
phenomenon, acting asgulatorjnvestor, developer, and consumer of these new technologies.

It is actively encouraging digital innovation and entrepreneurship, offering supplotaio
companies and giving themoom t o experi ment. Chinabds i

positively impacting its own economy influeng also the worldwide digital landscape.

Companies that are doing business in this country have adapted their Customer Engagement
strategies to this emonment. Almost all the brands have their own websites, sell their products
online and actively exploit social medithoughthe Gamification Marketing phenomenon is
globally spread, the Chinese context seems to be the most fertile groundsotyge of
campaignsThis fastchanging scenarim factforcesmanagergo continuously find new and
creative ways to attract and retain customers. Gamification Marketing is one of the many
strategies thaheyhave found to keep pace with this constant evolution and win the increasing
competition.This type of campaignis aviable meanto exploit digital channeland can be

easily conveyed through social medadtracing in this wayyounger generationsParticular
attention is given to WeChat, a myptirpose messaging platform developed by Tencent that
represents one of éhmost effective tools to engageople It offers a multitude of different

digital servicebothtoc o mpani es and wusers, i ncWeGhdtiMmig t he
Program® . These pr ocapplicatiorss bualtrwehin e platform and arerfeet

incubatos for gamified experiences.

In addition, games in China are more than simple entertainment means and are reshaping the
entire engagemenbntext They have become part of the Chinese culture and cannot be ignored

to attractespeciallyMillennials andGen ZersAlthough young males still represent the largest
portion of the market, women and older generations are becoming increasvagllyed,

suggesting how this phenomenon is widespread and transversal.

59



This chapter aimto analyze more in detahow to engage Chinese customeasd why
Gamification techniqguebBave becomeelevantin this country. An overview of the Chinese
market introduces th®pic, followed by an analysisf the Chinesaligital ecosystenand of
the Chinesegamesmarket Moreover,the effects of the COVIBL9 pandemigcthe typical
Chinese customejourney, and the latestigital engagement trendis China are further
highlighted

3.1 Overview of the Chinese Market

In the last years Chinavhoseofficial name isthe People's Republic of China (PRQas
established itself as one of tleadingglobal economiesattracting companies and investors
from all over the world. Tapproachhis countryin the right wayit is very important to know

the soc-cultural context as well as the economic aspects that gave rise to this flourishing
market.One of the main characteristics of China islatge and relatively young population
that has driven an incredible economic growth in the last decaldispopuation lives mainly

in the Eastern part of the country, where major ciigshas Shanghai, Beijing, Hong Kong,

and Guangzhou are locat¢see Figure 3 These citiesalso represen€Chi nads econ
engine andthe Government has creaté@y industrial clsters around these aredhe
following sectiors give a market overview of this country to betemprehenavhy China has
become one the main global playdmsw it is internally organizednd howit is adapting to

recent events as the COUI® pandemic
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3.1.1 Demographics

The People's Republic of China (PRCjhs country with the largest population the world
with around 1.4 billiorof peoplein 2019.The InternationaMonetary Fund drecastghatthe
Chinese populatiowill grow to 1.41 billion until 2022 and themill begin to decline for the
first time in decade®ue to strict birth control measures well as changing family and work
situations, population growth has generally decreased over the pastsseadégure3l). In
the last ten years, the annual population growth ranged at arowsd fr&m 2014 onthe
gradual abolition of the orehild policy hasled to temporarily higher birthbut in 2016 the
rate started again to decrease until reaching 0.33% in(Z@k€or, 2020)
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Figure 31: Population growth in China from 2000 to 20@®@ww.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/arearsd 3

in 2015. According to forecast from the United Nations, this increasing tendency will slow
downonly when the median age will get close to 50 years in the middle of the 21st cepriry (
Figure 32). The consequences of a rapidly aging population have alreamyrie a concern
for the c o Uhistoldeypomilatibnuig goingea become a burden tloe Chinese
social welfare system and could chatige wholeeconomic situationThe main reason behind

this trends animprovanent inhealthcare and living ahdardghathaveled to animprovement

in life expectancy.
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In addition, the previously mention@sechild policy decreased thtertility rate, increasing

the share of older people in the sociétygh costs of raising a child, career pressures and the
pursuit of freedom are other factors that are refraining young people from haidgen
(Textor, 2020)
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Figure 32 Median age of the population in China from 1950 to 20@@w.statista.com)

With approximately 9.6 million square kilometeéZéina isalsoone or the largest country by

area in the worldThe Governmeniegally recognizes 56 distinct ethnic groups in its territory

The largest one is the "Han" ethnicsho cons i t ut es approxi mately
population. Despittheminorities represent only about 8% of the national total population, they
inhabit about 60% of th€hineseterritory (Veeck, et al., 2011)he official nationhlanguage

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 rezed throughout the country

(Lin, n.d.).

3.1.2Politics

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 Chongging), and the special administrative regions ofkéoggand Macau.

The People's Republic of China was founded in 1949 after the CommunispRatgmehe
nationalist Kuomintanéaction(KMT). After this defeat th&KMT decided to retreanh Taiwan,
founding on this islanthe Republic on Chmwhile heCommunistParfy s | eader Mao

definitely took the control of Mainland Chin&fter stagnat decades under rigid totalitarian
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socialism, China reformepartially its economyadopting a moreapitalist line This move
madeit one of the world's fastegrowing country in the worldas wellas a leader in exports
China is now a major overseswestor ands pursuing an increasinghgsoluteforeign and
defensepolicy. This economic change has not been matchét political reforns, and the
CommunistParty still retains a tighttontrol on the political life as well as on societyhe
currentpresident isXi Jinping who came to power in 2012 and is expected to lead China for
the next decadé&ince he came to power hastriedto present a modern facé Chinato the

rest ofworld. The main themes of his leadership have been economic reforms tothmost

Chinese economy, as well as an-aatiruption campaignd@BC News, 2018)
3.1.3 Economy

Thanks to arextraordinary economic growth the last decadéShina has established itself
amonghe leadinghationsin the world Sincethis countrybegan to reform its economy in 1978,
its Gross Domestic ProdudEDP) has grow at an average rate of 1Q8éryear, ad more than

850 million peoplecameout of poverty. Today, China is the second largest global economy,
the largest exporteand has the largest exchange reserves in the wacktbrding to the
International Monetary Fund (IMF)as of October 2020Chinas current GDP is around
$14.860 hillion and it is projected to grow &23.030 billion in 2025 (see Figure 3). Despite
these exceptional results per capita income is stibwerthanother developedountries, and
about 373 milliorof peopleare living below the income poverty line of 5.805. dollarsa day
(The World Bank, n.d.)
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Figure 33: GDP at current prices in China frorh980to 2025 (www.imf.org
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Chinads GDP growth is str Worll yWoko Rokdag theowiy t h
industry sector contributes factto approximately\39% of China's GDP and employs 28.2%
of the total population (see Figure 3). Chinais one of the most preferretdrgetsfor the

outsourcing of global manufacturing, despite an increakdbor costs inrecent times

Also theprimarys ect or pl ays an | mpor Agaaultureis estima¢di n C|
to employ 26.5% of the active population and accounts for 7.1% of GDP, although only 15%
of the Chinese solil is arabl&/hen compared with other developed countries weight of
agricultureis significantly higherdespite its proportion on GDP hdscreased during the last

years.

Thes e r v shareos GDP is 53.9% and it employs around 45.1% of the workforce. Even
though its GDPportion has been growing in recent years, this area as a whole has been
constrained by public monopolies, restrictregulationsa n d  C Iparticudadastentioron
manufacturing indusyr However, the Chinese government is focusing rmacemoreon this

area investing in suksectors such as finance, logistics, education, and healthcare. It is also
aiming to rank among the top exporters for transpoutism,and constructiofNordea Trade,
2020)

The official currency of China itherenminbi( abbr evi at ed RMB) t hat
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.
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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 wamitétth 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 restricti@ams tariffs on psducts. So far, the US tariffs
account on $550 billion worth of Chinegeodswhile China has set tariffs on $185 billion
worth of USproducts Recently a new chapter of this trade war has involved also Chinese digital
companies as Huawei, TikTok and WeCliaat have been permanently banned from US
(Wong, et al., 2020)Especially he ban ofthe two most importanChinese social media
platforms hasnfluencedbusiness strategies that are looking to reach Millennials aneZzGen
customerdn US. Companiedeavily relying orthesedigital meanshave beeteft particularly

vulnerable.

In 2020alsothe COVID-19 pandemidas shaken the Chinegeowth frameworkAccording

to a report released by tiNational Bureau of Statistics of Chine 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 Februduile construction activities cope with a 24.5%
decreaseThe main reasons behind this unprecedented drop aneas® quarantine and social
distancing measures takby the Governmertb prevent theoronairus spreaqgRoper, 202Q)
Thesedrastic measures haalso led taa general 6% 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. Despitdifficult situation, China has been able

to react and ha®turned to grow at 3.2% during the second quésts Figure 8). In this way
Chinahas avoidetiwvo consecutive periods of negative growgreventing a technical recession
(BBC News, 202Q)
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Figure 35: Quarterly real GDP growth of ChinéBBC News, 2020)
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3.1.4Urbanization

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 inBeemain causes behind this trend are

the industrialization anthe modernization of the countthathaveaccelerated thishift. The

degree of urbanizatioim Chinahas increasetfom 19%in 1980to around51%in 2011, first

time in the history in whiclthe urban population surpassed the number of rural residients.
2019 this percentage reached about 606#i#h, 842 million of people living in urban regions.

In addition, he Communist Partgims at reaching 7% urbanization by 2030ncreasingcity

residentsy 350 million.

Some of the largeshetropolisin the worldare also located In ChinAmong these ties, 27

have more than 4 million people, 34 between 2 and 4 million and more than 100 between 1 and
2 million. The urbanizatiophenomenowariesbetweendifferent parts of Chingor example

it is lesser advanced in western or central Chitale in the easterrcoastal regionsf the
countrymore than twethirds of the population lives alreadyunban areagTextor, 2020)

Consequently to this shifthe purchasig power and the consumption capacity of consumers
have spreadll overthe 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 15%ities, 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 customgfsondazione lItalia Cing&020)
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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
project of Chinese politicians included the development of 19 mega&lagters to lead the

nation into the next stage of economic expansion. The aim for thesersgjoers is to compete
against other advanced areas around the world, §okye BaytheNew York TrHState Area

and theSan Francisco Bay Area

Of the 19city clusters, the Chinese Government has prioritized three of them to become among
the most developed districts in the woft@e Figure 3. These three wortdlass clusters are

the Pearl River Delta (PRD)the Yangtze River Delta (YRDand theBeijing-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.

LEGEND  Jing-Jin-Ji |
i @ First-ter citie: FIRST-TIER CITIES
; Bfe EMERGING FIRST-TIER CITIES
T — Tianjin
XEGIONS
. Beijing, Hebel, Tianjin
Pear River Delta [ S B FIRST-TIER CITIES
Shanghai
FIRST-TIER CITIES EMERGING FIRST-TIER CITIES
Guangzhou, Shenzhen : Hangzhou, Nanjing, Ningbe,
EMERGING FIRST-TIER CITIES . Suzhou, Wuxi
Dongguan REGIONS
REGIONS Anhui, Jiangsu, Shanghai,
Zhejiang
Guangdong, Hong Kong, Macau
Figure 37 Ch i n adass CitycClusdteds (wwehinabriefing.com)
I n 2018, the three regions mentioned before

(see Figure 8). Individually they are comparable to whole countries in terms of GDP. For

example, the YRD has a similar GDP to Germany, the RRfaly, and JingJin-Ji to Mexico.

67



Each of C hclass aiby <clusters havedtheir relative strengths and weaknesses in
different areas. For example, tifangtze River Delthas the strongest economic position and

the most developed infrastructuThePearl| River Deltas the one with the largest number of
international relations, exploiting the openness of Hong Kong. LadihgJin-Ji takes
advantage of the innovative strength of Beijing, center of the Government and home to many
ofthecouny 6s best uni versities and research ce
information when deciding where to set up their busing$¥een, 2018)

Yangtze river delta city cluster 20%

Beijing-Tianjin-Hebei city cluster 10%

Pearl river delta city cluster 9%

Yangtze river middle reaches city cluster 9%

Chengdu-Chongging city cluster 6%

0% 2.5% 5% 7.5% 10% 12.5% 15% 17.5% 20% 22.5%
Share of national GDP

Figure 38: Contribution of CityClusters 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, unifiedentity. In reality, the Chinese market is of enormous size, scale, aarbity.
TheCity Tier classification is aunofficial division that helps businesses to guide their market
entry strategsin China and navigate the 613 officially recorded cities. Companies use the tier
categorization for example to track city developmenarket trends, tax policies and incentives,

among other things.

According to South China Morning Post, the factors most used to difirogties fall within
three macroeconomic categories: GDP, politgcsl populationThesecities are then allocadl

to adifferent tierbased on the average of these thnelecators(see Figure39). According to
these criterias possible to distinguistive Tier 1 cities, 30 Tier 2 cities, 138 Tier 3 cities and
480 Tier 4 citiegSouth Chinaviorning Post, 2020)
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Figure 39: China's Tier City classification by GDP, politics, and populatjamvw.chinabriefing.com)

More recentlyYicai Global financial news group based in Shangpabposed its own formula
in the reporti2 019 Ranking of Ci t io0e Bhiz clddsifisatiom eagks At t

Chinese cities into six tiers using five different meas(yésai Global, 219}

1 Concentration o€CommercialResource$ndex
1 City as a Hub Index
f Urban Residentsd Activity I ndex
1 Lifestyle Diversity Index
1 Future Potential Index
However, indicators such @l i f e st y laen ddli @ »eir sii It iytoyhave beent h e

criticized as being vague and hard to quantiBtestindicators havalsoincluded measuring

the presence of relevant Western brarddpr examplethe number of Starbucks stoyés
differentiatebetween a Tier 2 and a Tier 3 c{fpung, et al., 2014 his city-tier classification

is a simpletool for foreign investors tgain a bettecomprehension of theyriad of markets

that make up Chindt helps companies to gepaeliminary understanding of which citibest

fit their business plang-or example companies may locate themselves in a lower tier city to
capitalizeaffordableoperational, landandlabor costs. As an alternative they nogoy fora top

tier city due tothe high quality of workersor for thelocal serviceghat it has to offe(Wong,
2019)
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3.2 Chinese Digital Ecosystem

Chinesepeopleare adopting digital technologies atextraordinarypace The use of internet

and mobile devicesllows them to be engagd in a wide variety of situations without
geographical and physical constraints. Remote working, reading, travel booking, socializing,
and shopping have all become partofi s t ocdigial exp@riences.

The Chinese Digital Ecosysterthat incorporates all these activities is extremely big and
articulated.To betterunderstand how this area is important some aiaprovided(see Figure

40). In 2020China has 904 million internet usesich is larger than thehabitantsof US,
Russa, Mexico, Germany, the UKsrance,and Canada combineBrom 2019 to 2020 they
have grown at an incredible speed, with an increase of 75 miHiowever, ifcompared with
thewhole Chinese populatignnternet users represent only the 68f4he total On one hand
this datareveas an interestingopportunity for tech companidse increase their businessnO
the othehandit shows how much room for improvements there is still in tinesd. Particular
importance is given to mobile technologies that aeégored by 897 million opeople(99% of

the total internet population). Many consumers skipped in fact the PC era entirely, starting to
use only smartphonesThe convenientcost of mobile data and the availability of budget
smartphones from Chinese brands like Xiaand Huawei are the reasons behind this
pervasive mobile adoption. Smartphones rase simply used tobrowse the interndbut are
widely exploitedalso forotherfunctions and in particular fggayments. yital wallets like
WeChat PayandAlipay providein fact quick contactless solutisrtoshop Overall,Chinese
people who usthis type oftransactionsre765 million in 2020with an increase of 185 million
(+31.9%)between 2019 and 2020we compare these data with the US market, where mobile
payments are used by only 63 million people, it is possible to understamddeep the
penetration ofmobiletechnologies in China {South Chna Morning Post Research, 2020)

INTERNET MOBILE INTERNET MOBILE PAYMENTS

Population
in Chi

in China
1.4 Billion

904
million users
(63%)

B97
million users

(62%)

Figure40: Over vi ew of Chi(8ocathGhina Motnimg Post Resaarshe 2020)
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The ChineseDigital Ecosystem is truly uniquevith companies that are no longer just copycats.
Multinationals like Baidu (owner of the main Chinese language internet seangme,
Alibaba (specializedin consumeito-consumer (C2C), businessconsumer (B2C), and
businesgo-business (B2Bpnline sales as well as electronic payment services, and cloud
computing and Tencent(specialized insocial media, digitaéntertainmentpnline payment
solutions andother internetelated servicgshave developed innovative platforms that are
increasingly beeming more valuable than their global equivalefstse Figure4l). These
companies, collectively known as BAT, have built dominant positio@hinaby taking out
inefficient, fragmented, and loguality offline markets. They have also driven technical
improvements, as computing efficiency, and set new wadsds standardd&Vestern digital
players as Facebook and WhatsApgve been excludeffom this environmentdue to a
complex censorship system commonl| y r @réacKFirenwald. a®nt base ihan
policy has helped local tech companies by cutting off competition, leading to the rapid growth
of the Chinesetech giants mentioned before. On the other hand the Great Firewallsbas
limited innovation and creativity ithe countryShen, 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 regulatiéios.exampleto maintain its
servers in Chind has eliminatdthe uploading or viewing of video conteéntcomply withthe

strict licenses requiredDuncan, et al., 2020)
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Figure 41: Chinese Digital Ecosystem aWdesterrequivalent platformgSouth China Morning Post Research,
2020)
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3.2.1 Adoption of 5G technologs

2020 is also the year of mass adoption of S@eecosystenbG is the fifth generation of

mobile technologyvhichis expected to provide faster data speed and greater network capacity.

It also offerghe possibility taconnect an unlimited number of machines to one another fer day
to-day communicationlhis new wireless network will radically improve ttiigital landscape

opening new opportunities both for companies and users. For example with 5G it will be
possible to connea million devices per square kilomegttransmit a package of data with a

delay of just 1 millisecondandhavepeak download speeif up to 2 gigabits per seconth
2020Chi nads 5G mar k e $70-85billioa with ancestimated 16@75miléoa ¢ h

of subscribergsee Figure42). This market isalso forecasto rapidly grow in the next few

years. According to forecasts 5G willaccounf or al most half of Chin

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
introduang moderatg}-priced 5Gdevices.Chinese telecommunications operators are also
actively promoting crossdustry collaboratios Through the fusion 065G technologywith

artificial intelligence cloud, and computing, theye developingnultiple innovative services,
includingaugmented realitgand cloud gamingror example several fivestar hotels in China

have announced strategic cooperation agreements to build 5G smart structures, deploying
reception robots, 4k video streaming, cloud PCs, and 5G conference c€tersn a 6 s t h
biggest telecoms carriers atsojoining forces to introduce a 58ased messagirgystemto

replace traditional SMS messagés their intention they are trying to directly compete with
application as WeChat, changing the way of intending these sef@oath China Mormig

Post Research, 2020)

5G Subscribers in China Estimated Market Size of the 5G Market in China, 2020-2030
Mn subscribers Ussbn

600-800 460-540

I I i I I I I

2021e

Figure 42: 5G subscribers and estimated market size in CfBwath China Morning Post Research, 2020)
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3.2.2Impact of COVID-19

Over the last months COVHD9 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 posCOVID-19 economic recovery and of societhbnges 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 phenonmetiat was already happenifigeung, et al., 2020)

The pandemic has significantly shifted media consumption behaviors across China, driving
high internet and app usage. f#®VID, Chinese users spent an average ohblés 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 ssegeéiguret3). For
example, work productivity platforms saw an inceeag308 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 consideiighatger 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 mostrdoaded in the countrysée Figure 5% In this scenario

China has also experimented new formats of instruction, exploiting the power of social media.
For example, some prestigious schools ag#ieghua Universithave offered online courses

on the shdrvideo platform Douyin during the lockdow8outh China Morning Post Research,
2020)

Figure 43: Monthly active users by app category and ranking of most downloaded iOS apps if(S&hitta
China Morning Post Research, 2020)
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