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Annotation. Article explores how the expansion and diversification of the service 

sector contribute to improving the socio-economic well-being of individuals, 

especially in developing economies. The paper examines the growing dominance of 

services in global GDP and employment and highlights the critical role of sub-sectors 

such as finance, education, healthcare, tourism, and ICT in enhancing income, 

providing decent work, and reducing multidimensional poverty. By analyzing case 

studies, economic indicators, and academic literature, the study identifies enabling 

conditions—such as digital infrastructure, inclusive policies, and skill development—

that are necessary to unlock the full poverty-reduction potential of the service industry. 

The work also acknowledges the limitations and inequalities in access to service-based 

benefits and provides policy recommendations for creating inclusive, sustainable 

growth through services. 
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Аннотация. В статье рассматривается, как расширение и диверсификация 

сферы услуг способствуют улучшению социально-экономического 

благосостояния людей, особенно в развивающихся экономиках. В статье 

рассматривается растущее доминирование услуг в мировом ВВП и занятости и 
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подчеркивается важнейшая роль таких подсекторов, как финансы, образование, 

здравоохранение, туризм и ИКТ, в повышении доходов, предоставлении 

достойной работы и сокращении многомерной бедности. Анализируя 

тематические исследования, экономические показатели и научную литературу, 

исследование выявляет благоприятные условия, такие как цифровая 

инфраструктура, инклюзивная политика и развитие навыков, которые 

необходимы для раскрытия полного потенциала сокращения бедности в сфере 

услуг. В работе также признаются ограничения и неравенство в доступе к 

преимуществам, основанным на услугах, и даются рекомендации по политике 

для создания инклюзивного, устойчивого роста посредством услуг. 

Ключевые слова. Сфера услуг, уровень жизни, борьба с нищетой, 

экономическое развитие, занятость, финансовые услуги, образование и 

здравоохранение, неформальная экономика, цифровая интеграция, 

инклюзивный рост, развивающиеся страны, человеческий капитал, социальная 

мобильность, устойчивое развитие, сектор ИКТ. 

INTRODUCTION 

More importantly, the service sector has become a key instrument in improving 

the quality of life and reducing poverty. In developing countries, access to financial 

services, healthcare, education, and digital platforms has enabled millions to escape 

poverty traps and participate in economic activities. The International Labour 

Organization (ILO) emphasizes that decent employment in the service sector helps 

address both income and multidimensional poverty by offering more stable wages, 

social protection, and skill development opportunities (ILO, 2022). 

However, the impact of the service industry on poverty reduction is not uniform. 

The potential benefits vary significantly depending on the nature of services, the 

quality of jobs created, the level of digital and financial inclusion, and supporting 

infrastructure. In some low-income countries, the predominance of informal services 

with low wages and job insecurity limits the poverty-alleviating potential of the sector. 
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This paper aims to explore how the service industry contributes to uplifting living 

standards and combating poverty across different contexts. It assesses key sub-sectors, 

evaluates global patterns, and identifies enabling conditions for inclusive growth 

driven by services. 

 

LITERATURE REVIEW 

Numerous studies have highlighted the transformative role of the service sector 

in poverty reduction and socioeconomic development.  

Ghani and Kharas (2010) describe services as a “new growth escalator,” 

particularly for developing countries that struggle with industrialization. Their research 

shows that service-led growth has become increasingly viable due to technological 

innovation and globalization.1 

Rodrik and Sandhu (2024) further argue that labor-absorbing services such as 

retail, logistics, and tourism can help bridge inequality gaps if supported by strong 

policy frameworks. They stress the need for better labor conditions, skills development, 

and digital access to make the service sector inclusive.2 

According to the World Bank (2020), services have outpaced other sectors in job 

creation and GDP contribution in low- and middle-income countries. In particular, 

sectors like financial services, information technology, and education have empowered 

marginalized populations and improved income security.3 

Nonetheless, some scholars note limitations. For example, Chen and Ravallion 

(2004) found in China that growth in agriculture had a greater immediate impact on 

poverty reduction than growth in services, stressing the importance of sectoral context.4 

 
1 Service with a Smile: A New Growth Engine for Poor Countries. Ejaz Ghani, Arti Grover, and Homi Kharas 

May 4, 2011.  
2 DANI RODRIK, ROHAN SANDHU - Productive Upgrading of Labor-Absorbing Services in Developing Countries. 

Servicing Development. MAY 2024.  
3 Services offer a springboard to jobs and growth for developing countries. 
https://blogs.worldbank.org/en/trade/services-offer-springboard-jobs-and-growth-developing-countries  
4 Understanding China’s (uneven) progress against poverty. Martin Ravallion and Shaohua Chen. Learning from  
Success. https://www.imf.org/external/pubs/ft/fandd/2004/12/pdf/ravallio.pdf  

https://blogs.worldbank.org/endpovertyinsouthasia/team/ejaz-ghani
https://www.brookings.edu/articles/service-with-a-smile-a-new-growth-engine-for-poor-countries/
https://www.brookings.edu/people/homi-kharas/
https://blogs.worldbank.org/en/trade/services-offer-springboard-jobs-and-growth-developing-countries
https://www.imf.org/external/pubs/ft/fandd/2004/12/pdf/ravallio.pdf
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Overall, the literature emphasizes that while the service sector holds 

transformative potential, its success in addressing poverty depends on how inclusive, 

accessible, and sustainable it is across different populations. 

 

METHODOLOGY SCHEME: METHODS USED 

The methodology scheme clearly outlines a comprehensive approach combining 

both quantitative and qualitative methods to study the service sector’s role in poverty 

alleviation. Secondary data analysis provides a robust statistical foundation by utilizing 

reliable international databases, while literature review ensures theoretical depth and 

context. Case studies offer practical insights through real-world examples, enriching 

the analysis. Descriptive and comparative statistics help quantify and contrast service 

sector impacts across countries, enhancing understanding of patterns. Thematic 

analysis adds qualitative nuance by identifying recurring themes in existing research. 

Together, these methods ensure a balanced, multi-dimensional examination, 

addressing both measurable outcomes and contextual factors. 

Methodology scheme 

Research 

Method 

Description Purpose Data 

Sources/Tools 

Secondary 

Data Analysis 

Analysis of 

existing statistical 

data on service sector 

and poverty 

To quantify 

service sector’s 

economic and 

social impact 

World Bank, 

ILO, UNDP 

databases, 

national statistics 

Literature 

Review 

Systematic 

review of academic 

articles, reports, and 

policy papers 

To identify 

theoretical 

frameworks and 

past findings 

Google 

Scholar, JSTOR, 

institutional 

websites 
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Case Study 

Analysis 

In-depth 

qualitative 

examination of 

selected 

countries/sectors 

To explore 

real-world 

examples and best 

practices 

Country 

development 

reports, NGO 

publications 

Descriptive 

Statistics 

Statistical 

summarization of 

quantitative data 

To measure 

service sector’s 

share in GDP and 

employment 

Statistical 

software (Excel, 

SPSS, Stata) 

Comparative 

Analysis 

Comparison of 

trends across 

countries or time 

periods 

To evaluate 

differences in 

poverty reduction 

and service 

growth 

Cross-

country data sets 

Thematic 

Analysis 

Qualitative 

coding to identify 

themes and patterns 

To interpret 

qualitative 

insights from 

literature and case 

studies 

NVivo or 

manual qualitative 

analysis 

 

RESULTS AND ANALYSIS 

Table 1. Contribution of Service Sector to GDP and Employment (Selected 

Countries, 2023) 

Country Service Sector 

Share of GDP (%) 

Service Sector 

Share of Employment 

(%) 

Poverty 

Rate (%) 

India 54.3 32.4 21.9 

Kenya 51.0 48.5 36.1 
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Philippines 61.5 58.9 18.1 

Brazil 73.2 70.1 23.5 

USA 78.9 79.2 10.5 

 

In all countries, the service sector is the largest contributor to GDP, showing its 

macroeconomic importance. There is a strong correlation between service employment 

and lower poverty rates, especially visible in the Philippines and the USA. Countries 

like India show a high GDP share but lower employment in services, indicating the 

need to make service jobs more inclusive. Kenya, despite strong service employment, 

still has a high poverty rate, suggesting a prevalence of informal or low-wage service 

jobs. 

 

Table 2. Key Service Sub-Sectors Contributing to Poverty Reduction 

Service Sub-

Sector 

Contribution to 

Livelihoods 

Target 

Groups 

Benefited 

Challenges 

Noted 

Microfinance Access to credit, 

increased income-

generating activity 

Low-

income women, 

rural poor 

High interest 

rates, limited 

coverage 

Tourism Seasonal 

employment, small 

business growth 

Youth, 

rural 

communities 

Vulnerability 

to external shocks 

ICT Services Job creation, 

digital 

entrepreneurship 

Urban 

youth, 

freelancers 

Digital divide, 

skills mismatch 

Education 

Services 

Long-term 

income growth, 

Children, 

families in 

poverty 

Quality gaps, 

access in rural areas 
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intergenerational 

impact 

Healthcare 

Services 

Improved 

productivity, reduced 

health shocks 

Low-

income 

households 

Inequity in 

access, 

underfunding 

The microfinance and ICT sectors have shown measurable success in improving 

household income and reducing vulnerability. Tourism has strong community impact 

but is highly sensitive to global crises (e.g., pandemics, political instability). Healthcare 

and education services help indirectly reduce poverty by enhancing human capital and 

reducing long-term costs. Gaps in infrastructure and access are persistent challenges in 

most developing countries. 

Table 3. Comparative Poverty Reduction Linked to Service Growth (2010–2023) 

Country Growth in 

Service Sector 

Jobs (%) 

Change in 

Poverty Rate 

(%) 

Remarks 

India +35.6 −8.3 Significant urban 

service expansion led to 

income growth 

Ethiopia +22.1 −4.5 Growth in logistics 

and retail contributed to 

reduction 

Vietnam +40.3 −15.7 ICT and tourism 

growth contributed to 

major improvements 

Nigeria +19.4 −2.1 Informality and 

weak job quality limited 

poverty impact 
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Bangladesh +38.0 −9.0 Strong performance 

in ICT, microfinance, 

and services 

Vietnam and Bangladesh are leading examples of how service sector expansion 

(especially digital and financial services) can substantially reduce poverty. India’s 

service job growth is mostly urban-centered, benefiting middle-income populations 

more than the rural poor. Nigeria’s slow poverty reduction despite service growth 

suggests the importance of formalization and quality job creation. The data underlines 

that not just growth, but inclusive and equitable service delivery, is essential for 

poverty alleviation. 

CONCLUSION 

The service industry plays a pivotal role in improving living standards and 

reducing poverty across diverse economies. Its expanding share in GDP and 

employment offers significant opportunities for inclusive growth, especially in 

developing countries where traditional sectors like agriculture and manufacturing may 

be limited in absorbing labor. Key service sub-sectors such as financial services, 

education, healthcare, tourism, and information technology have demonstrated strong 

potential to empower marginalized populations, enhance income security, and improve 

access to essential services. However, the poverty-alleviating impact of the service 

sector depends largely on the quality and accessibility of jobs created, as well as the 

degree of inclusivity in digital and financial infrastructure. Challenges such as 

informality, job insecurity, and unequal access must be addressed through targeted 

policies that promote skills development, social protection, and infrastructure 

investments. Ultimately, a strategically developed service sector can act as a 

sustainable engine for economic development, social mobility, and poverty reduction, 

thereby contributing significantly to improving overall living standards and achieving 

long-term human development goals. 
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Moreover, fostering an inclusive service sector requires coordinated efforts 

between governments, the private sector, and international organizations. Policies 

aimed at formalizing informal services, investing in education and digital skills 

training, and expanding access to affordable healthcare and financial products are 

critical. Such measures ensure that vulnerable groups, including women, youth, and 

rural populations, can fully benefit from service sector growth. Additionally, 

leveraging technology and innovation can bridge gaps in service delivery and create 

new employment opportunities. While the service sector alone cannot solve poverty, it 

is a powerful catalyst when integrated with broader development strategies. Future 

research and policymaking should focus on addressing structural barriers and 

promoting equitable growth within the service industry to maximize its potential as a 

driver for sustainable poverty alleviation and enhanced living standards worldwide. 
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