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2 * The Experience Economy 

Price of coffee offerings 

Commodity Good Service Experience 

But wait: serve that same coffee in a five-star restaurant or a cafe 
such as Starbucks-where the ordering, creation, and consumption 
of the cup en1body a heightened ambience or sense of theatre-
and consumers gladly pay $2 to $5 a cup. Businesses that ascend to 
this fourth level of value (see figure 1-1) establish a distinctive 
experience that envelops the purchase of coffee, increasing its 
value (and therefore its price) by two orders of magnitude over 
the original commodity. 

Or more. Immediately upon arriving in Venice, a friend of ours 
asked a hotel concierge where he and his wife could go to enjoy 
the city's best. Without hesitation he directed them to the Caffe 
Florian in St. Mark's Square. The two of them were soon at the 
cafe in the crisp morning air, sipping cups of steaming coffee, fully 
immersed in the sights and sounds of the most remarkable of Old 
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TABLE 1-1 

Economic distinctions 

Economic 
offering Commodities Goods Services Experiences 

Economy Agrarian Industrial Service Experience 

Economic Extract Make Deliver Stage 
function 

Nature of Fungible Tangible Intangible Memorable 
offering 

Key attribute Natural Standardized Customized Personal 

Method of Stored Inventoried Delivered Revealed 
supply in bulk after on demand over a 

production duration 

Seller Trader Manufacturer Provider Stager 

Buyer Market User Client Guest 

Factors of Characteristics Features Benefits Sensations 
demand 

Commodities 
True commodities are materials extracted from the natural 

world: animal, mineral, vegetable. People raise them on the ground, 
dig for them under the ground, or grow them in the ground. After 
slaughtering, mining, or harvesting the commodity, companies 
generally process or refine it to yield certain characteristics and 
then store it in bulk before transporting it to market. By definition, 
commodities are fungible-they are what they are and therefore 
interchangeable. Because commodities cannot be differentiated, 
commodity traders sell them largely into nameless markets where 
a company purchases them for a price determined by supply and 
demand. (Companies do of course supply gradations in catego-
ries of commodities, such as different varieties of coffee beans or 
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FIGURE 1-2 

Consumer Price Index (CPI) by economic offering 
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Source: U.S. Bureau of Labor Statistics; Lee S. Kaplan, Lee3Consultants.com. 

new vehicles in these statistics because of not only its own volatil-
ity but also the increasing price pressure on the commoditizing 
automobile industry over the past decade or two while it simulta-
neously increased quality, which the government discounts in any 
price increases. We suspect these lines will once again cross.) 
Companies that stage experiences, on the other hand, increase the 
price of their offerings much faster than the rate of inflation 
because consumers value experiences more highly. 

The employment and non1inal GDP statistics show the san1e 
effect as the CPI, as figure 1-3 makes clear. 27 In the fifty-year 
period 1959-2009, commodity output produced in the United 
States increased by a compound annual growth rate (CAGR) of 
5.2%, while employment in commodity industries actually 
decreased. Manufacturing output increased only slightly more than 
commodity output, while also losing jobs on average every year, 
albeit only slightly (although the relative number of people 
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FIGURE 1·3 

Growth in employment and nominal gross domestic product 
(GOP) by economic offering 

Source: U.S. Bureau of Economic Analysis; Strategic Horizons LLP; and Lee S. Kaplan, Lee3Con-
sultants.com analysis. 

employed in the manufacturing sector decreased greatly in the 
past fifty years). Services overpowered these sectors with a 2.0 
percent CAGR in employment and more than 7 percent in GDP. 
But those industries (or portions) that could be pulled out of the 
government's service sector statistics as experiential grew even 
faster: 2.2 percent employment and 7.5 percent GDP. 28 

No wonder many companies today wrap experiences around 
their existing goods and services to differentiate their offerings. 
Service providers may have an edge in this regard, because they 
are not wedded to tangible offerings. They can enhance the envi-
ronment in which clients purchase or receive the service, layer on 
inviting sensations encountered while in that company-controlled 
environment, and otherwise figure out how to better engage clients 
to turn the service into a memorable event. 
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would be picked up, and the desired words and designs on top. 
At $10 to $20, this cake-making service cost ten times the price of 
the goods needed to make the cake at home while still involving 
less than a dollar's worth of ingredients. Many parents thought this 
a great bargain, however, enabling them to focus their time and 
energy on planning and throwing the actual party. 

What do families do now in the twenty-first century? They 
outsource the entire party to companies such as Chuck E. Cheese's, 
Jeepers!, Dave & Buster's, or myriad other local "family entertain-
ment centers," or this Zone or that Plex of one kind or another. 
These companies stage a birthday experience for family and 
friends for $100 to $250 or more, as depicted in figure 1-4. For 
Elizabeth Pine's seventh birthday, the Pine family went to an old-
time farm called the New Pond Farm in Redding, Connecticut, 

FIGURE 1-4 

Price of birthday offerings 
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