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Service Economy

1

2



07-07-2024

2

India’s Services Expands at Fastest in 11 years on Demand 
Revival

The upturn stemmed from ongoing improvements in
demand that followed the retreat of pandemic restrictions,
capacity expansion and a favorable economic
environment……

…… activity growth in India’s service sector is strongest in
over 11 years, even as inflationary woes weigh on the
economy…

https://www.bloomberg.com/July 05, 2022

https://www.mckinsey.com/featured-insights/india/india-ahead
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https://pib.gov.in/PressReleasePage.aspx?PRID=189493231 JAN 2023 2:00PM by PIB 
Delhi

Gross Value 
Added (GVA)

https://pib.gov.in/PressReleasePage.aspx?PRID=189493231,
JAN 2023 2:00PM by PIB Delhi 

Purchasing 
Managers' Index 

(PMI)

Index of Industrial Production (IIP) is an index that 
indicates the performance of various industrial 
sectors of the Indian economy
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*Coronavirus’ impact on service organizations-
India

With the humanitarian crisis from coronavirus evolving on a
daily-basis……

…… businesses have grappled with ‘how to continue serving
their customers and communities‘ in India and around the
world.
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Along with an unprecedented human toll, COVID-19 has
triggered a deep economic crisis.

The global economic impact could be broader than any that we
have seen since the Great Recession

Irish and UK housing price fall in 2008

9

10



07-07-2024

6

The task is uniquely challenging for industries that rely heavily
on in-person interaction, including a wide swath of sectors…

…… from banking and insurance to hospitality,
telecommunications, and industrial services.
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amid uncertainty……

…… Service organizations needed flexibility for the
duration of both the current public-health interventions and
the eventual economic recovery.

Three economic scenarios model  -
India GDP estimates

1’: Forecasts will be dynamically revised with new inputs across sectors.
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Three economic scenarios model  -
India GDP estimates

Source: Ministry of Statistics & ProgrammeImplementation; National Accounts Statistics; McKinsey analysis (2020)

Determinants of Uncertainty

Magnitude of Crisis
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Service Definitions

Services are deeds, processes, and performances.

- Valarie Zeithaml & Mary Jo Bitner

A service is a time-perishable, intangible
experience performed for a customer acting in the
role of a co-producer.

-James Fitzsimmons   

Service Definitions

Service enterprises are organizations that……

 facilitate the production and distribution of goods,

 support other firms in meeting their goals, and

 add value to our personal lives.

James Fitzsimmons
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• Intangibility, in that they are not physical items.

• Heterogeneity, in that they are difficult to standardize.

• Inseparability, in that their production and consumption
are simultaneous.

• Perishability, in that they cannot be stored.

These four features of services are known as the ‘IHIP’
characteristics.

Services are characterized by the 
following:

IHIP 
characteris

tics of 
service
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A service classification derived from ecommerce

service operations management
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The operations and customer perspectives

Responsibilities of Service Operations Managers

 Understanding the trends in how service is developing in different
industries

• Setting a sound strategic direction in which their operation can develop

• Clarifying their ‘service concept’ and harnessing it in the development of
their services

• Looking after the organisation’s customers (sometimes referred to as
clients, users, patients or students, etc.) such as their parcels or orders

https://www.mckinsey.com/featured-insights/the-next-normal/parcel-delivery
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Responsibilities of Service Operations Managers

• Managing service quality by shaping their customers’ expectations over
what service they will receive and in shaping their customers’ perceptions

• The design of the service operation’s resources and how they impact on
their customers’ experience

• Developing service staff and ensuring their welfare

• Developing the relationships with suppliers and customers in their supply
network and shaping its configuration

• The detailed design of their service processes that provide service for the
customer

Responsibilities of Service Operations Managers

• Managing the operation’s performance on an ongoing basis

• Managing the match (if appropriate) between an organisation’s capacity to 
serve its customers and the demand for its services

• Innovating in the development of new services in partnership with other 
parts of the organization 

•  Learning, both from their ongoing activities and from other organisations, 
in order to improve their services 
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Cycle of 
“Failure”

https://research-methodology.net/cycles-
of-failure-and-cycles-of-success-and-their-
implications-on-service-profit-chain/

Cycle of 
“Success”

https://research-methodology.net/cycles-
of-failure-and-cycles-of-success-and-their-
implications-on-service-profit-chain/
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