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Why Study Services? (1)

• Services dominate economy in most nations
• Understanding services offers you personal 

competitive advantages
• Importance of service sector in economy is growing 

rapidly:
o Services account for more than 60 percent of GDP worldwide
o Almost all economies have a substantial service sector
o Most new employment is provided by services 
o Strongest growth area for marketing

Slide © 2007 by Christopher Lovelock and Jochen Wirtz Services Marketing 6/E Chapter 1 - 5

Services Dominate the U.S. Economy 
(Fig 1.1)

Services, 68% Agriculture, Forestry, Mining, 
Fishing, 2.3%

Manufacturing and 
Construction, 17.3%

Government, 12.4% 
(mostly Services)

Source: Bureau of Economic Analysis, Survey of Current Business, May 2005, Table 1

INSIGHTS 
• Private sector service industries account for over two-thirds of GDP
• Adding government services, total is almost four-fifths of GDP

Slide © 2007 by Christopher Lovelock and Jochen Wirtz Services Marketing 6/E Chapter 1 - 6

Estimated Size of Service Sector in 
Selected Countries (Fig 1.2—updated 10/06)

Services as Percent of GDP

Poland (66%), South Africa (65%)

Japan (74%), France (73%), U.K. (73%), Canada (71%)

Saudi Arabia (33%)

China (40%)

India (48%)

Argentina (53%), Brazil (51%)

Panama (80%), USA (79%)

Luxembourg (83%)

Cayman Islands (95%), Jersey (93%)

Bahamas (90%), Bermuda ( 89%)

Mexico (69%), Australia (68%), Germany (68%)

Israel (60%), Russia (58%), S. Korea (56%)
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Value Added by Service Industry 
Categories to U.S. GDP in 2004

Other (except government) 3.6%

Accommodation and food services 4.0%

Arts, entertainment, and recreation 1.5%

Healthcare and social assistance 10.4%

Educational services 1.3%

Professional and business services 17.3%

Wholesale trade 8.9% 

Retail trade 10.3%

Transportation and warehousing 4.4%

Information 7.1%
Finance and insurance 12.6%

Real estate and rental and leasing 18.7%

Source: Bureau of Economic Analysis, 
Survey of Current Business, May 2005, Table 1
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Transformation of the Service Economy

Government
Policies

Business
Trends

Social 
Changes

Advances in
IT

Globalization

Innovation in service products & delivery systems, stimulated by better 
technology

Customers have more choices and exercise more power

Success hinges on:
• Understanding customers and competitors
• Viable business models
• Creation of value for customers and firm

• New markets and product categories
• Increase in demand for services
• More intense competition

Slide © 2007 by Christopher Lovelock and Jochen Wirtz Services Marketing 6/E Chapter 1 - 14

Factors Stimulating Transformation of the 
Service Economy (1) 

Government
Policies

Business
Trends

Social 
Changes

Advances in
IT

Globalization

• Changes in regulations
• Privatization
• New rules to protect customers, 

employees, and the environment
• New agreement on trade in services
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Factors Stimulating Transformation of the 
Service Economy (2) 

Government
Policies

Business
Trends

Social 
Changes

Advances in
IT

Globalization
• Rising consumer expectations
• More affluence
• More people short of time
• Increased desire for buying experiences 

versus things
• Rising consumer ownership of high tech 

equipment
• Easier access to information
• Immigration
• Growing but aging population
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Factors Stimulating Transformation of the 
Service Economy (3)

Government
Policies

Business
Trends

Social 
Changes

Advances in
IT

Globalization

• Push to increase shareholder value
• Emphasis on productivity and cost savings
• Manufacturers add value through service 

and sell services
• More strategic alliances and outsourcing
• Focus on quality and customer satisfaction
• Growth of franchising
• Marketing emphasis by nonprofits
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Factors Stimulating Transformation of the 
Service Economy (4)

Government
Policies

Business
Trends

Social 
Changes

Advances in
IT

Globalization

• Growth of the Internet
• Greater bandwidth
• Compact mobile equipment
• Wireless networking
• Faster, more powerful software
• Digitization of text, graphics, audio, 

video
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Factors Stimulating Transformation of the 
Service Economy (5)

Government
Policies

Business
Trends

Social 
Changes

Advances in
IT

Globalization

• More companies operating on transnational 
basis

• Increased international travel
• International mergers and alliances
• “Offshoring” of customer service
• Foreign competitors invade domestic 

markets


