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Saving-Investment Gap and Economic Growth  
in Developing Countries: Simulated Evidence from 

Selected Countries in Africa 

ABSTRACT 

It is a challenge for most developing countries, especially in Africa, 

to mobilize domestically enough capital to meet their extensive investment 

needs because of two main reasons: the undeveloped nature of their financial 

system and the low rate of access of households to basic financial products. This 

study analyzes the impacts of persistent savings (S)-investment (I) gaps on 

economic growth using a sample of 5 developing countries in Africa - Egypt, 

Côte d’Ivoire, Ghana, Kenya and Nigeria. The methodology of this study is based 

on a Ramsey model within a general equilibrium framework where consumption 

and savings are the determinant factors in a typical household’s utility function. 

Calibrations and simulations indicate significant gaps between optimal and 

actual levels of savings and investment. Furthermore, the findings point out that 

these gaps are associated with relatively lower growth rates of actual output 

compared to simulated output, with the notable, but limited, exception of 

Nigeria until 2019. It accordingly becomes appropriate to suggest policies addres-

sing both the structural and non-structural factors that limit the ability of these 

developing countries to effectively bolster households’ deposits. 

Keywords: savings-investment  gap;  economic  growth;  developing  count- 

ries; Africa; JEL Classification: E27, O11, O55. 

process. This stylized fact has generated lots of interests among academics and

development partners as attested by the extensive body of theoretical and

empirical studies that exists on the impact of domestic savings on real output.

Another stylized fact is that developing countries in general, and the ones in Africa

in particular, present a picture dually characterized by (i) low domestic savings in

volume and as a share of gross domestic product (GDP) and (ii) the absence of

both tangible and adequate policies to promote domestic savings.

With a financial system that lacks depth and breadth, let alone the absence

of strong and effective regulatory institutions, African countries face challenges

when attempting to mobilize capital domestically to meet their massive

investment needs. It is critical that these countries explore in earnest means and

ways to tap into their domestic markets in light of their limited access to

international capital markets. Such an approach is viable and has the merit of

making these countries less dependent on international capital markets. It also

reduces the uncertainty associated with the collection of funds to finance the

development of infrastructure systems or support other macroeconomic policy

priorities. Indeed, the twofold goal of generating sustained economic growth and

making a dent in the level of poverty is unattainable for African countries unless

substantial direct investments in the creation, expansion and maintenance of

infrastructure are made. In other words, domestic direct investment through

domestic savings or domestic capital markets must be the centerpiece of the much-

needed infrastructural transformation in African countries.

According to the World Bank’s African Development Indicators [1], gross

domestic savings as a fraction of GDP across Africa is relatively low. It roughly

stood at 20, 17 and 21 per cent in the 1980s, 1990s and 2000s, respectively.

Comparatively, these figures were 28, 32 and 32 per cent respectively for Asian

countries over the same periods [2]i.

This paper endeavors to investigate through a dynamic simulation exercise

the impacts of persistent and large savings-investment gaps on economic

growth. It will derive in the process the costs associated with these low savings

rates in terms of economic growth forfeited.

The literature abounds in papers pertaining to savings, capital

accumulation and economic growth in both developing and developed countries.

Economics
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Pharmaceutical Marketing on a subconscious level 

 

Abstract: This article reveals the possibility of using neuromarketing in 

pharmacy. The paper disclosed the levels at which the buyer makes a decision. 

Described examples of the application of elements of neuromarketing in the activities 

of Ukrainian pharmacies. 

Keywords: neuromarketing, drugstore, pharmacy, medication, promotion, 

subconscious, Ukraine. 

 

Modern pharmaceutical market is very dynamic, constantly emerging new and 

innovative medicines. Many pharmaceutical manufacturers are faced with the 

problems of distribution of medicines, they are trying to differentiate and attract end-

users showing the benefits of their product. Recently, in the field of practical 

marketing appeared a new direction it is neuromarketing. Which allows to 

pharmaceutical company create more effective advertising. 

Neuromarketing is a new marketing discipline, which uses medical approa-

ches to predict how the central nervous system will react to marketing stimuli [1]. 

Using the methods of neuromarketing, reveals emotions, feelings, expectations, and 

even disguised restriction of consumer. 

Neuro approaches already widely used in the economic sphere besides 

neuromarketing circulation was received neuromanagement, neurofunding 

neuroaccounting, etc. However, information about using neuromarketing in pharmacy 

virtually none. Primarily this is due to the ethical side of the issue; so many 

pharmaceutical companies prefer not to disclose such information. 

Patrick Renvoys in his studies argued that deciding the consumer uses the 

"three brains" [2]: 
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• The neocortex (the thinking brain) is the most developed part of the human 

brain determines consciousness. This part of the brain responsible for decision 

making, logical thinking, assimilate information, etc. 

• Middle brain, the limbic system (emotional brain), this part of the brain 

involved in the regulation of the internal organs, memory, instinctive behavior, but 

first and foremost middle brain responsible for emotions and feelings. Processes 

occurring in this part of brain people cannot manage it is subconscious. 

• The ancient brain (reptilian brain) controls basic bodily functions such as 

heartbeat, breathing, control of adrenaline, etc. This is the most primitive part of the 

brain, but that it plays a crucial role in decision-making. For example, viewing 

advertising and seeing the product in the showcase, all three brain are included in 

the stage of making decision about purchase. Based on rational information working 

thinking brain, the emotional brain connects emotions and only an ancient brain 

makes the final decision: to buy or not this product. 

Neuromarketing examines the process of decision making at the levels of 

conscious and unconscious. Some scientists believe that a large part of the process 

of making a purchasing decision takes place at an unconscious level. Subconscious 

highlights important details in the process of buying and changing consumer 

behavior. Thus, neuromarketing research can radically change consumer preferen-

ces when purchasing medications. 

Neuromarketing has the most large-scale effect through television advertising 

of medicines. Conducting the standard market research gives a narrow information. 

For example, the impact of time and number of outputs commercials on changes in 

the volume of sales. Classic Marketing does not provide information on the impact of 

the unconscious on the buying process. 

In Ukraine is constantly growing the cost of television advertising in the period 

from January to March 2015 pharmaceutical companies spent about $ 2 billion UAH, 

which is on 10.3% more than at the same period in 2014. This is mainly informational 

advertising about new drugs (34.5%), as well as reminding advertising (27.4%). At 

the same time it should be emphasized that the pharmaceutical companies are not 

always satisfied with the results of advertising campaigns. It's not a low-quality video, 

but in the absence of the use of neuromarketing. Thus, during the creation of 

advertising is necessary to consider seven major factors affecting the reptilian brain, 

which subsequently unconsciously decides to purchase the medication [3]. 
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1. Advertising video of pharmaceuticals medications and goods should be 

focused on well-being for the consumer and more than anything. Our "ancient brain" 

is self-centered and searches only the information that it carries a direct benefit. 

2. "Ancient brain" focuses on survival, that why advertising which shows that 

the correct using of medication will allow the buyer to feel better and prolong his life 

is in a better position.  

3. "Ancient brain" reacts to contrasts – before/after, with/without, slow/fast use 

of contrasts makes it possible to capture the attention and focus it to store 

information about the medicines. 

4. "Ancient brain" loves the something that is familiar to it. Even if the 

advertised brand new drug in advertising should be used something that is already 

familiar to the customer and not new. 

5. "Ancient brain" remembers the beginning and the end. The basic 

information should be placed at the beginning and end of commercials. 

6. "Ancient brain" is visual. The image remains in memory and has a more 

significant weight than words. 

7. "Ancient brain" is sensitive to the emotions. Using in the advertising the 

pleasant sounds, little kids, cute animals are effects on the behavior of buyers.  

The use of these principles in the creation of commercials makes it possible to 

significantly increase effect, which provides information to the consumer and the 

further purchase of goods. 

At the same time the elements of neuromarketing used at drugstores. 

Currently, under the pharmacy neuromarketing understand visual merchandising, 

aromarketing and sound design. 

The most widely used in Ukraine pharmacies visual merchandising. This is the 

implementation of corporate style, which increases the confidence of partners and 

contributes to the growth of reputation and popularity of the pharmacy at the market [4]. 

There are three levels of visual merchandising: the location and exterior view 

of the pharmacy, pharmacy environment (interior and layout of the hall, service) and 

the layout of medicines on the shelves. 

Most pharmacies in Ukraine are located in residential buildings, so they 

require the use of indicators to inform and attract visitors. Thus, in Kharkov, 57.3% of 

pharmacies have a signal pointer in the form of an equilateral green cross. Some 
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pharmacies are using pavement graphics for attracting visitors. For example, the 

prints of bare feet of children leading to the pharmacy of “Mother and child”. 

Exterior view of drugstores attract a new customer, but at the same time you 

must keep in mind the main mission of the pharmacy. Pharmacy it is not a shop. 

Therefore, the facade and showcases must inform the buyer of the seriousness of 

the institution. The facade has to be aesthetically designed using quality materials 

and colors. 

Signboards are in some sense an anchor, which clings view of the potential 

consumer. Some Ukrainian pharmacies are trying to use the original signboards 

(special fonts, neon or laser lights, trademarks signs). 

Entrance to the pharmacy must be visible and big enough preferably with 

automatic doors it is also necessary the presence of litter bins. Improving the image 

of pharmacy in the eyes of buyers can be presents of parapets for wheelchairs, car 

and bike parking. 

Pharmacy environment is a very broad concept. It is possible allocate space 

planning, layout and design of a trading hall, temperature, lighting, showcases and 

equipment, as well as pharmacy employees themselves. 

Many scientists are studying the rules laying drugs. The main emphasis is that 

on showcase can be only non-prescription medication. 

The sounds also effect on the subconscious mind of our customers. Visitors 

annoying unpleasant sounds in the pharmacy and external noise. Therefore, the 

trading floor should be a high insulation from the noise of the city. It should be used 

"quiet" air-conditioning, refrigeration and cash registers, if necessary, place them in 

separate rooms, or apply noise-protecting screens. The musical accompaniment it is 

a very powerful tool on the influencing the subconscious. Not correct its use can lead 

to catastrophic consequences. At the head of the buyer is to be formed the 

installation: "This is a clean and quiet place where I can get help to feel well". 

Aromamarketing in recent years it is widely used in large supermarket chains 

mainly in the departments of bread and fruit. The pharmacy at the beginning is 

necessary to aromacleaning to get rid of the smell of drugs. To do this, the most 

commonly used fresh air that is adjusted to a comfortable temperature. To use the 

flavors is necessary extreme caution; many visitors are very sensitive to smells. 

Ideally, use a fragrance with the scent of freshness that is associated with purity. 
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Conclusions. Using of neuromarketing in the pharmaceutical business can 

bring an increase in sales on the one hand and, on the other hand infuse into 

customer confidence in the effectiveness of drugs and a speedy recovery. At the 

same time, it is necessary not to forget about the ethical side of the issue. Improper 

use of neuromarketing provides the ability to manipulate the minds of buyers and get 

them to make ill-considered purchase purchases. These issues require further 

consideration and resolution. 
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