VOLUME NO. 6 (2016), ISSUE NO. 10 (OCTOBER) ISSN 2231-1009

INTERNATIONAL JOURNAL OF RESEARCH IN
COMPUTER APPLICATION & MANAGEMENT

A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories
Indexed & Listed at:
Ulrich's Periodicals Directory ©, ProQuest, U.S.A., EBSCO Publishing, U.S.A., Cabell’s Directories of Publishing Opportunities, U.S.A., Google Scholar,

Index Copernicus Publishers Panel, Poland [iilGIVEINEIGHSI08 . number of libraries all around the world!
Circulated all over the world & Google has verified that scholars of more than 5000 Cities in 187 countries/territories are visiting our journal on regular basis.

Ground Floor, Building No. 1041-C-1, Devi Bhawan Bazar, JAGADHRI — 135 003, Yamunanagar, Haryana, INDIA
http://ijrcm.org.in/




VOLUME NO. 6 (2016), ISSUE NO. 10 (OCTOBER) ISSN 2231-1009

CONTENTS

Sr. Page
No. TITLE & NAME OF THE AUTHOR (S) No.
1. |DEVELOPMENT OF WOMEN ENTREPRENEURS IN KARNATAKA: SCHEMES AND MEASURES 1

SUNANDA.V.M. & DR. HIREMANI NAIK R.

2. |EMPIRICAL ANALYSIS AND FINANCIAL IMPLICATIONS OF THE IMPACT OF OUTAGES ON THE REVENUE 4
LOSS: A CASE OF RELIANCE COMMUNICATIONS
MANMEET KAUR CHATHA, SANCHARI DEBGUPTA & BRIG. RAJIV DIVEKAR

3. |IMPACT OF DERIVATIVE TRADING ON STOCK MARKET VOLATILITY IN INDIA: A STUDY OF BSE-30 15
INDEX
R KANNAN & DR. T. SIVASHANMUGUAM.

4., |THE DYNAMIC OF TRADING VOLUME AND ITS IMPACT ON SECTORAL RETURN AND VOLATILITY: 18
EMPIRICAL ANALYSIS OF THE IDX SECTORAL INDEX
WENNY ARIYANTI, DR. NOER AZAM ACHSANI & DR. DWI RACHMINA

5. |DIVIDEND SIGNALLING & IMPACT ON SHARE PRICES: AN EVENT STUDY OF INDIAN INFORMATION 24
TECHNOLOGY SECTOR
ANJALI RANE & DR. GUNTUR ANJANA RAJU

6. |EMPLOYEE RETENTION: A WAY TO SUSTAINABLE ORGANIZATIONAL GROWTH 28
DR. SUNIL D. ZAGADE & ALEKHA CHANDRA PANDA

7. |MANAGEMENT OF WORKING CAPITAL IN SMALL AND MEDIUM ENTERPRISES IN SPSR NELLORE 30

DISTRICT, AP
K. BHAGYALAKSHMI & DR. P. MOHAN REDDY

8. | CONSUMERS INVOLVEMENT IN BUYING GREEN PRODUCTS: A STUDY IN COIMBATORE CITY 33
K. VIDHYAKALA & DR. P. SANTHI

9. |STUDY OF INDICATORS AND OSCILLATORS FOR STOCK LISTED ON NSE 37
CHITRA K. DESHPANDE & DR. ZARTAJ KASMI

10. |ROLE OF TRANSFORMATIONAL AND TRANSACTIONAL LEADERSHIP ON JOB SATISFACTION 44
KAMALPREET KAUR & DR. MAJOR SINGH

11. |LABOUR WELFARE MEASURES IN HOTEL INDUSTRIES REFERENCE TO KANYAKUMARI 47
DR. E. MUTHUKUMAR, S. VIDHYA & G. ANEES FATHIMA

12. |HUMAN RESOURCE ACCOUNTING & AUDITING 50

HARISH H N, JAGADEESH B P & GIRISHA H.J

13. |RISK MANAGEMENT PRACTICES OF MICRO FINANCE INSTITUTIONS: A BRIEF EMPIRICAL LITERATURE 54
REVIEW
PAGADALA SUGANDA DEVI

14. |ONLINE RECRUITMENT & HUMAN RESOURCE MANAGEMENT: AS CHALLENGE IN THE WORLD 59
MEGHA P. NANHE

15. |INTERNATIONAL ENTREPRENEURSHIP: A STUDY WITH REFERENCE TO MICRO, SMALL AND MEDIUM 61
ENTERPRISES IN KERALA
DITTY JOHNSON, DR. AMBILY A.S. & DR. SURESH P.R.

16. |A STUDY ON: ANALYSIS OF EXPENSES IN RELATION TO BANGALORE CITY 64
PRAMOD A V

17. |IMPLICATION OF MGNREGA IN INDIA: AN OVERVIEW 66
KHEM RAJ

18. |RELATIONSHIP BETWEEN QUALITY ASSURANCE AND CUSTOMER SATISFACTION IN HOTEL INDUSTRY: 70
A CASE STUDY OF JORDAN HOTEL
MAJED MASSAD ALRAWASHDEH

19. |IMPACT OF PERFORMANCE OF TANGIBLE AND INTANGIBLE ASSETS ON THE PROBABILITY OF 74
SELECTED COMPANIES

MUGDHA S
20. |ENTREPRENEURSHIP IN UNITED ARAB EMIRATES: A REVIEW ON INSTITUTIONAL PERSPECTIVE 81
SALEEM MUSHTAQ
REQUEST FOR FEEDBACK & DISCLAIMER 86

INTERNATIONAL JOURNAL OF RESEARCH IN COMPUTER APPLICATION & MANAGEMENT

A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories

http://ijrcm.org.in/




VOLUME NO. 6 (2016), ISSUE NO. 10 (OCTOBER) ISSN 2231-1009

CHIEF PATRON

PROF. K. K. AGGARWAL
Chairman, Malaviya National Institute of Technology, Jaipur
(An institute of National Importance & fully funded by Ministry of Human Resource Development, Government of India)
Chancellor, K. R. Mangalam University, Gurgaon
Chancellor, Lingaya’s University, Faridabad
Founder Vice-Chancellor (1998-2008), Guru Gobind Singh Indraprastha University, Delhi
Ex. Pro Vice-Chancellor, Guru Jambheshwar University, Hisar

FOUNDER PATRON

LATE SH. RAM BHAJAN AGGARWAL
Former State Minister for Home & Tourism, Government of Haryana
Former Vice-President, Dadri Education Society, Charkhi Dadri
Former President, Chinar Syntex Ltd. (Textile Mills), Bhiwani

FORMER .CO-ORDINATOR,

DR. S. GARG
Faculty, Shree Ram Institute of Business & Management, Urjani

ADVISORS
PROF. M. S. SENAM RAJU
Director A. C. D., School of Management Studies, I.G.N.O.U., New Delhi
PROF. S. L. MAHANDRU
Principal (Retd.), Maharaja Agrasen College, Jagadhri

EDITOR

PROF. R. K. SHARMA
Professor, Bharti Vidyapeeth University Institute of Management & Research, New Delhi

EDITORIAL ADVISORY BOARD
DR. RAJESH MODI
Faculty, Yanbu Industrial College, Kingdom of Saudi Arabia
PROF. PARVEEN KUMAR
Director, M.C.A., Meerut Institute of Engineering & Technology, Meerut, U. P.
PROF. H. R. SHARMA
Director, Chhatarpati Shivaji Institute of Technology, Durg, C.G.
PROF. MANOHAR LAL
Director & Chairman, School of Information & Computer Sciences, I.G.N.O.U., New Delhi
PROF. ANIL K. SAINI
Chairperson (CRC), Guru Gobind Singh I. P. University, Delhi
PROF. R. K. CHOUDHARY
Director, Asia Pacific Institute of Information Technology, Panipat
DR. ASHWANI KUSH
Head, Computer Science, University College, Kurukshetra University, Kurukshetra

INTERNATIONAL JOURNAL OF RESEARCH IN COMPUTER APPLICATION & MANAGEMENT

A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories

http://ijrcm.org.in/




VOLUME NO. 6 (2016), ISSUE NO. 10 (OCTOBER) ISSN 2231-1009

DR. BHARAT BHUSHAN
Head, Department of Computer Science & Applications, Guru Nanak Khalsa College, Yamunanagar
DR. VIJAYPAL SINGH DHAKA
Dean (Academics), Rajasthan Institute of Engineering & Technology, Jaipur
DR. SAMBHAVNA
Faculty, I..T.M., Delhi
DR. MOHINDER CHAND
Associate Professor, Kurukshetra University, Kurukshetra
DR. MOHENDER KUMAR GUPTA
Associate Professor, P. J. L. N. Government College, Faridabad
DR. SHIVAKUMAR DEENE
Asst. Professor, Dept. of Commerce, School of Business Studies, Central University of Karnataka, Gulbarga
DR. BHAVET
Faculty, Shree Ram Institute of Engineering & Technology, Urjani

ASSOCIATE EDITORS

PROF. ABHAY BANSAL
Head, Department of Information Technology, Amity School of Engineering & Technology, Amity University, Noida
PROF. NAWAB ALI KHAN
Department of Commerce, Aligarh Muslim University, Aligarh, U.P.
ASHISH CHOPRA
Sr. Lecturer, Doon Valley Institute of Engineering & Technology, Karnal

FORMER TECHNICAL ADVISOR.
Faculty, Goveﬁ\“r:gﬁM. S., Mohali

FINANCIAL ADVISORS

DICKIN GOYAL
Advocate & Tax Adviser, Panchkula
NEENA
Investment Consultant, Chambaghat, Solan, Himachal Pradesh

LEGAL ADVISORS
JITENDER S. CHAHAL
Advocate, Punjab & Haryana High Court, Chandigarh U.T.
CHANDER BHUSHAN SHARMA
Advocate & Consultant, District Courts, Yamunanagar at Jagadhri

SUPERINTENDENT

SURENDER KUMAR POONIA

INTERNATIONAL JOURNAL OF RESEARCH IN COMPUTER APPLICATION & MANAGEMENT

A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories

http://ijrcm.org.in/

iv




VOLUME NO. 6 (2016), ISSUE NO. 10 (OCTOBER) ISSN 2231-1009

CALL FOR MANUSCRIPTS

We invite unpublished novel, original, empirical and high quality research work pertaining to the recent developments & practices in the areas of Com-
puter Science & Applications; Commerce; Business; Finance; Marketing; Human Resource Management; General Management; Banking; Economics;
Tourism Administration & Management; Education; Law; Library & Information Science; Defence & Strategic Studies; Electronic Science; Corporate Gov-
ernance; Industrial Relations; and emerging paradigms in allied subjects like Accounting; Accounting Information Systems; Accounting Theory & Practice;
Auditing; Behavioral Accounting; Behavioral Economics; Corporate Finance; Cost Accounting; Econometrics; Economic Development; Economic History;
Financial Institutions & Markets; Financial Services; Fiscal Policy; Government & Non Profit Accounting; Industrial Organization; International Economics
& Trade; International Finance; Macro Economics; Micro Economics; Rural Economics; Co-operation; Demography: Development Planning; Development
Studies; Applied Economics; Development Economics; Business Economics; Monetary Policy; Public Policy Economics; Real Estate; Regional Economics;
Political Science; Continuing Education; Labour Welfare; Philosophy; Psychology; Sociology; Tax Accounting; Advertising & Promotion Management;
Management Information Systems (MIS); Business Law; Public Responsibility & Ethics; Communication; Direct Marketing; E-Commerce; Global Business;
Health Care Administration; Labour Relations & Human Resource Management; Marketing Research; Marketing Theory & Applications; Non-Profit Or-
ganizations; Office Administration/Management; Operations Research/Statistics; Organizational Behavior & Theory; Organizational Development; Pro-
duction/Operations; International Relations; Human Rights & Duties; Public Administration; Population Studies; Purchasing/Materials Management; Re-
tailing; Sales/Selling; Services; Small Business Entrepreneurship; Strategic Management Policy; Technology/Innovation; Tourism & Hospitality; Transpor-
tation Distribution; Algorithms; Artificial Intelligence; Compilers & Translation; Computer Aided Design (CAD); Computer Aided Manufacturing; Computer
Graphics; Computer Organization & Architecture; Database Structures & Systems; Discrete Structures; Internet; Management Information Systems; Mod-
eling & Simulation; Neural Systems/Neural Networks; Numerical Analysis/Scientific Computing; Object Oriented Programming; Operating Systems; Pro-
gramming Languages; Robotics; Symbolic & Formal Logic; Web Design and emerging paradigms in allied subjects.

Anybody can submit the soft copy of unpublished novel; original; empirical and high quality research work/manuscript anytime in M.S. Word format
after preparing the same as per our GUIDELINES FOR SUBMISSION; at our email address i.e. infoijrcm@gmail.com or online by clicking the link online
submission as given on our website (FOR ONLINE SUBMISSION, CLICK HERE).

GUIDELINES FOR SUBMISSION OF MANUSCRIPT

1. COVERING LETTER FOR SUBMISSION:
DATED:

THE EDITOR
IJRCM

Subject: SUBMISSION OF MANUSCRIPT IN THE AREA OF

(e.g. Finance/Mkt./HRM/General Mgt./Engineering/Economics/Computer/IT/ Education/Psychology/Law/Math/other, please
specify)

DEAR SIR/MADAM

Please find my submission of manuscript titled * ' for likely publication in one of
your journals.

I hereby affirm that the contents of this manuscript are original. Furthermore, it has neither been published anywhere in any language
fully or partly, nor it is under review for publication elsewhere.

| affirm that all the co-authors of this manuscript have seen the submitted version of the manuscript and have agreed to inclusion of
their names as co-authors.

Also, if my/our manuscript is accepted, | agree to comply with the formalities as given on the website of the journal. The Journal has
discretion to publish our contribution in any of its journals.

NAME OF CORRESPONDING AUTHOR

Designation/Post*

Institution/College/University with full address & Pin Code

Residential address with Pin Code

Mobile Number (s) with country ISD code

Is WhatsApp or Viber active on your above noted Mobile Number (Yes/No)

Landline Number (s) with country ISD code

E-mail Address

Alternate E-mail Address

Nationality

* i.e. Alumnus (Male Alumni), Alumna (Female Alumni), Student, Research Scholar (M. Phil), Research Scholar (Ph. D.), JRF, Research Assistant, Assistant
Lecturer, Lecturer, Senior Lecturer, Junior Assistant Professor, Assistant Professor, Senior Assistant Professor, Co-ordinator, Reader, Associate Profes-

sor, Professor, Head, Vice-Principal, Dy. Director, Principal, Director, Dean, President, Vice Chancellor, Industry Designation etc. The qualification of
author is not acceptable for the purpose.

INTERNATIONAL JOURNAL OF RESEARCH IN COMPUTER APPLICATION & MANAGEMENT

A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories

http://ijrcm.org.in/




VOLUME NO. 6 (2016), ISSUE NO. 10 (OCTOBER) ISSN 2231-1009

10.
11.

NOTES:

a) The whole manuscript has to be in ONE MS WORD FILE only, which will start from the covering letter, inside the manuscript. pdf.
version is liable to be rejected without any consideration.

b) The sender is required to mention the following in the SUBJECT COLUMN of the mail:

New Manuscript for Review in the area of (e.g. Finance/Marketing/HRM/General Mgt./Engineering/Economics/Computer/IT/
Education/Psychology/Law/Math/other, please specify)

c) Thereis no need to give any text in the body of the mail, except the cases where the author wishes to give any specific message
w.r.t. to the manuscript.

d) The total size of the file containing the manuscript is expected to be below 1000 KB.

e) Only the Abstract will not be considered for review and the author is required to submit the complete manuscript in the first
instance.

f)  The journal gives acknowledgement w.r.t. the receipt of every email within twenty-four hours and in case of non-receipt of
acknowledgment from the journal, w.r.t. the submission of the manuscript, within two days of its submission, the corresponding
author is required to demand for the same by sending a separate mail to the journal.

g) The author (s) name or details should not appear anywhere on the body of the manuscript, except on the covering letter and the
cover page of the manuscript, in the manner as mentioned in the guidelines.

MANUSCRIPT TITLE: The title of the paper should be typed in bold letters, centered and fully capitalised.
AUTHOR NAME (S) & AFFILIATIONS: Author (s) name, designation, affiliation (s), address, mobile/landline number (s), and email/al-

ternate email address should be given underneath the title.

ACKNOWLEDGMENTS: Acknowledgements can be given to reviewers, guides, funding institutions, etc., if any.

ABSTRACT: Abstract should be in fully Italic printing, ranging between 150 to 300 words. The abstract must be informative and eluci-
dating the background, aims, methods, results & conclusion in a SINGLE PARA. Abbreviations must be mentioned in full.

KEYWORDS: Abstract must be followed by a list of keywords, subject to the maximum of five. These should be arranged in alphabetic
order separated by commas and full stop at the end. All words of the keywords, including the first one should be in small letters, except
special words e.g. name of the Countries, abbreviations etc.

JEL CODE: Provide the appropriate Journal of Economic Literature Classification System code (s). JEL codes are available at www.aea-
web.org/econlit/jelCodes.php. However, mentioning of JEL Code is not mandatory.

MANUSCRIPT: Manuscript must be in BRITISH ENGLISH prepared on a standard A4 size PORTRAIT SETTING PAPER. It should be free
from any errors i.e. grammatical, spelling or punctuation. It must be thoroughly edited at your end.

HEADINGS: All the headings must be bold-faced, aligned left and fully capitalised. Leave a blank line before each heading.
SUB-HEADINGS: All the sub-headings must be bold-faced, aligned left and fully capitalised.
MAIN TEXT:

THE MAIN TEXT SHOULD FOLLOW THE FOLLOWING SEQUENCE:

INTRODUCTION

REVIEW OF LITERATURE
NEED/IMPORTANCE OF THE STUDY
STATEMENT OF THE PROBLEM
OBJECTIVES

HYPOTHESIS (ES)

RESEARCH METHODOLOGY
RESULTS & DISCUSSION

FINDINGS
RECOMMENDATIONS/SUGGESTIONS
CONCLUSIONS

LIMITATIONS

SCOPE FOR FURTHER RESEARCH
REFERENCES
APPENDIX/ANNEXURE

The manuscript should preferably be in 2000 to 5000 WORDS, But the limits can vary depending on the nature of the manuscript.

INTERNATIONAL JOURNAL OF RESEARCH IN COMPUTER APPLICATION & MANAGEMENT

A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories

http://ijrcm.org.in/

Vi



VOLUME NO. 6 (2016), ISSUE NO. 10 (OCTOBER) ISSN 2231-1009

12. FIGURES & TABLES: These should be simple, crystal CLEAR, centered, separately numbered & self-explained, and the titles must be
above the table/figure. Sources of data should be mentioned below the table/figure. It should be ensured that the tables/figures are
referred to from the main text.

13. EQUATIONS/FORMULAE: These should be consecutively numbered in parenthesis, left aligned with equation/formulae number placed
at the right. The equation editor provided with standard versions of Microsoft Word may be utilised. If any other equation editor is
utilised, author must confirm that these equations may be viewed and edited in versions of Microsoft Office that does not have the
editor.

14. ACRONYMS: These should not be used in the abstract. The use of acronyms is elsewhere is acceptable. Acronyms should be defined
on its first use in each section e.g. Reserve Bank of India (RBI). Acronyms should be redefined on first use in subsequent sections.

15. REFERENCES: The list of all references should be alphabetically arranged. The author (s) should mention only the actually utilised
references in the preparation of manuscript and they may follow Harvard Style of Referencing. Also check to ensure that everything
that you are including in the reference section is duly cited in the paper. The author (s) are supposed to follow the references as per
the following:

. All works cited in the text (including sources for tables and figures) should be listed alphabetically.

. Use (ed.) for one editor, and (ed.s) for multiple editors.

. When listing two or more works by one author, use --- (20xx), such as after Kohl (1997), use --- (2001), etc., in chronologically ascending
order.

. Indicate (opening and closing) page numbers for articles in journals and for chapters in books.

. The title of books and journals should be in italic printing. Double quotation marks are used for titles of journal articles, book chapters,

dissertations, reports, working papers, unpublished material, etc.
. For titles in a language other than English, provide an English translation in parenthesis.

. Headers, footers, endnotes and footnotes should not be used in the document. However, you can mention short notes to elucidate
some specific point, which may be placed in number orders before the references.

BOOKS
. Bowersox, Donald J., Closs, David J., (1996), "Logistical Management." Tata McGraw, Hill, New Delhi.
. Hunker, H.L. and A.J. Wright (1963), "Factors of Industrial Location in Ohio" Ohio State University, Nigeria.

CONTRIBUTIONS TO BOOKS

. Sharma T., Kwatra, G. (2008) Effectiveness of Social Advertising: A Study of Selected Campaigns, Corporate Social Responsibility, Edited
by David Crowther & Nicholas Capaldi, Ashgate Research Companion to Corporate Social Responsibility, Chapter 15, pp 287-303.

JOURNAL AND OTHER ARTICLES

. Schemenner, R.W., Huber, J.C. and Cook, R.L. (1987), "Geographic Differences and the Location of New Manufacturing Facilities,"
Journal of Urban Economics, Vol. 21, No. 1, pp. 83-104.

CONFERENCE PAPERS

. Garg, Sambhav (2011): "Business Ethics" Paper presented at the Annual International Conference for the All India Management Asso-
ciation, New Delhi, India, 19-23

UNPUBLISHED DISSERTATIONS

. Kumar S. (2011): "Customer Value: A Comparative Study of Rural and Urban Customers," Thesis, Kurukshetra University, Kurukshetra.

ONLINE RESOURCES

. Always indicate the date that the source was accessed, as online resources are frequently updated or removed.
WEBSITES
. Garg, Bhavet (2011): Towards a New Gas Policy, Political Weekly, Viewed on January 01, 2012 http://epw.in/user/viewabstract.jsp

INTERNATIONAL JOURNAL OF RESEARCH IN COMPUTER APPLICATION & MANAGEMENT

A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories

http://ijrcm.org.in/

Vii




VOLUME NO. 6 (2016), ISSUE NO. 10 (OCTOBER) ISSN 2231-1009
DIVIDEND SIGNALLING & IMPACT ON SHARE PRICES: AN EVENT STUDY OF INDIAN INFORMATION
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DR. GUNTUR ANJANA RAJU
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ABSTRACT

Dividend Policy is an important decision area in the field of corporate finance. A large body of empirical research has documented that in imperfect capital markets
with information asymmetries, the announcement of dividend changes affects shareholder value. However, very little research efforts have been made so far on
the dividend behavior of IT sector in India. The present study is an attempt in this direction. This study investigated whether the dividend announcements in the
forms of interim and final convey any information to the Bombay Stock Exchange. Fulfilling the study, the cumulative abnormal returns and the average abnormal
return were calculated by applying the event study analysis on daily data with market model adjustments on 724 dividend announcements of 48 firms during the
period 2000 to 2016. This paper utilizes event study methodology to examine stock price reactions of IT Sector surrounding 21 days event window of the announce-
ment. The empirical analysis of IT Sector firms for the period of sixteen years reveals that the dividend announcement signals and investors do react on the basis of
information revealed resulting in to impact on share prices. T test conducted statistically signifies impact of dividend announcement on share prices. The Section |,
presents theoretical background and literature review. Section Il describes the data and methodology. In Section I, we examine empirical results of the relation
between dividend announcement and stock prices in Service sector measured in terms of abnormal earning. The t-test is used for analyze statistical significance.
Section IV concludes the paper.

KEYWORDS

dividend signalling, indian it sector, event study, abnormal return, t test.

1. INTRODUCTION

hareholders wealth maximization, in other words, maximizing value of company as measure by the price of common stock is the ultimate goal of financial
%management which can be can be achieved by giving the shareholders a fair payment on their investments. The objective of the finance management

should be to discover an optimal dividend policy that will increase value of the firm. It is often argued that the stock price tends to be increase whenever
there is a increase in the dividend payments. The announcement of dividend decreases makes abnormal negative returns, and announcement of dividend increases
generate abnormal positive returns (M&M, 1968). A fall in stock price happens because dividend payout is a signaling effect. Investors consider dividend not only
as source of income but also as a signal of firms future performances. Therefore, when managers want to convey positive news about company, they will give
signal to outsider shareholders that may be in the form of dividend increase, which will cause an increase in the stock price. Investors do prefer present dividend
more than future capital gains to avoid risk of uncertainty, thus even if internal rate of return and required rate of return are equal, there is a direct relationship
between dividend policy and market value of share (Gordon, 1962). However, the impact of dividend policy on shareholders wealth is still unsolved.
This study examines the implications of dividend announcements in the Indian Stock market. The objective of this study is to see how the signaling hypothesis
manifests itself in the Indian health care sector. In this paper, we tried to analyze, whether stock price reacts to the announcement of dividend in different service
sectors such as IT, Healthcare, Banking and Realty in Bombay Stock Exchange.

1.2 LITERATURE REVIEW

There are two schools of thought of dividend policy: (1) dividend irrelevance theory (Miller and Modigliani (M&M) —1961) and (2) dividend relevance theory. Both
of the thoughts have conflict with each other and none of them provides complete and satisfactory guidelines. However, both of the schools are trying to establish
their thoughts, which led to dividend controversy.

One imperfection which is critical to the development of theories related to dividend is the asymmetric information problem which lends importance to the
Signaling Theory. Gordon (1962 and 1963) and Walter (1963) support the dividend relevance doctrine. The cash flow signaling theory, developed by Bhattacharya
(1979, 1980), Easterbrook (1984), John and Williams (1985) and Miller and Rock (1985), theorized that dividend changes are explicit signals about the current
and/or future cash flows, sent intentionally and at some costs by management to the company and its stockholders. Aharony and Swary (1980), Kwan (1981),
Eades (1982), and Woolridge (1982), have found a significant positive association between announcement of dividend changes and the stock return, using the
dividend announcement made in isolation of other firm news report.

John Lintner in 1956 being first to apply regression analysis showed that firms adopted and tended to adhere to optimal long-term dividend payout ratios which
were relatively stable, suggested that managers would only raise a firm’s dividend if they were confident that the firm’s future earnings could be maintained at a
consistently higher level in the future. A more convincing argument in favour of dividends is the signalling hypothesis, which is associated with propositions put
forward in Bhattacharya (1979), John and Williams (1985), and Miller and Rock (1985). In general, these models are based on several assumptions. There is asym-
metric information between corporate insiders (managers) and outside investors (shareholders). Dividends contain information about the firm’s current and future
cash flows, and managers have incentives to convey their private information to the market through dividend payments in order to close the information gap. The
announcement of a dividend increase will be taken as good news and the market will bid up share prices accordingly.

Similarly, an announcement that a dividend will be cut suggests unfavourable prospects and will tend to see the firm’s share price fall. Dividends are considered a
credible signalling device because of the dissipative costs involved. For example, in Bhattacharya’s (1979) model the cost of signalling is the transaction cost
associated with external financing. In Miller and Rock’s (1985) model the dissipative cost is the distortion in the optimal investment decision, whereas in John and
William’s (1985) model the dissipative signalling cost is the tax penalty on dividends relative to capital gains.

The Efficient Market Hypothesis proposed by Fama (1965) suggests three types of market efficiency: (i) weak, (ii) semi-strong, and (iii) strong. The weak form of
market efficiency proposes that current stock prices reflect all past information. It also suggests that changes in stock prices are random and no investment strategy
that is based on past information can yield above average returns to the investor. The semi-strong form of market efficiency (informational efficiency) proposes
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that current stock prices incorporate material public information and changes in stock prices will only lead to unexpected public information. The semi-strong form
of efficient market hypothesis states that stock prices reflects all the publicly available information instantaneously and accurately. Finally, the strong form of
market efficiency proposes that insider trading will not be rewarded as current stock prices incorporate all material nonpublic information (Reilly and Brown,
2008).

SIGNALLING MODELS

Akerlof’s model (1970) of the used car industry as a pooling equilibrium in the absence of signaling activities serves as a primer to signaling models in the financial
economics considering the costs of informational asymmetries. The generalization of Akerlof’'s model by Spence (1974) became the prototype for all financial
models of signaling. Bhattacharya (1977) developed a model in which managers signal the quality of an investment project by “committing” to a dividend policy.
The project quality, measured, as the expected profitability of the project is the private information known only to managers. The John and Williams (1985) model
provide a compelling explanation for the generous dividend payout policies pursued by firms even when cash dividends have adverse tax consequences. It explains
why firms pay cash dividends even when alternative methods of distributing cash exists, such as share repurchase, which do not have adverse tax consequences.
Miller and Rock (1985) picked up the concept of costliness and argued that the relative cost of signalling any particular level of earnings would increase as the level
of actual earnings achieved by a firm decreased.

Other theoretical models include Dividend smoothing model, where the firm’s dividend policy may not change over a period of time, even though earnings may
change substantially. The J&W model provided rationale for using cash dividends rather than share repurchases. Under choice of signal model, the role of dividends
as a signal of a firm's prospects when corporate insiders have more information than the market does is well accepted.

According to the background on the relevance of dividend and stock prices argument that stock prices incorporate all expected future dividends, thus one of the
most significant corporate events, announcement of dividend interests’ academics in addition to investor to conduct event studies to examine the resulting stock
price reaction.

2. DATA AND METHODOLOGY

To examine the impact of the event - “Dividend announcement” (dividend signaling) - on the stock prices, we analyzed the stock price behavior of the selected
companies in various service sectors surrounding 20 days of the date of dividend announcement. Our null hypothesis is that dividend announcement doesn’t have
any significant impact on the stock price movement of the companies listed in BSE. Symbolically,

Ho: Dividend announcement does not impact share price.

Ha: Dividend announcement does impact share price.

2.1 Sample and Data Selection

This study covers 48 most actively traded companies listed in Bombay Stock Exchange during the year 2001 to 2016 which have been selected on random basis
from A and B listed companies. This time span coincided with spells of recession, recovery and boom in the Indian economy and during the period there was a
considerable influx of foreign direct investment into India. Accordingly, the results should not be specific to anyone stage in the business cycle, but reflective of all
economic conditions. We have used three sets of data in this study. The first set of data consists of dividend announcement made by the sample companies. The
second set of data consists of daily adjusted closing prices of the stocks selected for the study at the Bombay Stock Exchange for the period covered by this study.
The third set consists of the S&P BSE IT, Sector Index of ordinary share prices compiled and published by the Bombay Stock Exchange on daily basis. Data is collected
from BSE website.

Companies that have any price sensitive information during the event window (- 10 days to +10 days) are eliminated which are (Ali et al 2010) referred as ‘con-
taminated events’. The following items caused a dividend announcement to be dropped from the sample:

1. Announcements of special dividends, impending mergers and take-over’s

2. Announcements of changes in capital structure with respect to debt

3. Share buybacks and other announcements of capital reduction

4. Announcements of issue Bonus share, Rights issue, Stock splits

5. Announcements of company revaluations

6. Follow-up announcements of revisions of erroneous data in an announcement

7. Requests published by the BSE requiring a company to explain unusual (and potentially suspicious) changes in the market price of its shares.

Number of final observation considered is 671 after filtration from available 724 observations.

2.2 Methodology - Event Study Approach

We measure the stock price reaction to the announcement of dividend payments using standard event-study methodology. Using capital market data, an event
study measures the impact of a specific event on the market. In conducting the event study it is important to identify the period over which the prices of relevant
financial instruments will be examined. This period is referred to as ‘event window’ (Rony et al 1997). For the purpose of this study, an event window is set equal
to 21days starting from 10 days before the dividend announcement date and ending 10 days after the announcement. The date of dividend announcement is
defined as t= 0, a window of 10 days before the event as ‘pre-event window’ and a window of 10 days after the event as ‘post- event window’. The date of dividend
announcement i.e. t = 0 has been considered as the date of declaration related to dividend distribution by the respective Board of Directors of the companies.
Each firm’s observed event period returns are compared to the market’s return to identify any investor reaction to the event. Expected return is estimated by
employing the market model.

The Market model can be expressed mathematically as:

AAR= ARit —E (Ri,t), t=(-10,-1......1,10) (1)
Rit=(Pit — Pit-1)/Pit-1 - (2)
Rmt = (It —It-1)/1t-1 (3)

Rit is security changes I’e; Pit is the adjusted closing price of the stock ‘i'on day t.
Pit-1 is the adjusted closing price of stock i on day t-1 and Rmt is Market Index.
OLS estimates obtained from regressions of firm i’s daily returns on the market return over the estimation window from t =-121 till t =- 11
E(Rit) = ai + BiRmt + eit for I' = 1..N
Where,
E (Rit) = Expected return on security ‘7' during time period‘t’
al = Intercept of a straight - line or alpha coefficient of " th security.
B1 =Slope of a straight - line or beta coefficient of ‘i’ th security
Rmt = Expected return on index (Ex; S&P BSE Healthcare in this study) during period ‘t’,
We use two measures of abnormal returns, the cumulative average abnormal returns, CAAR-10;10, measured over the 21-day interval from t =-10 till t = +10, and
the average abnormal return on the announcement day, AARO. The statistical significance of these returns is measured by the standardized cross-sectional t
statistic as proposed by Boehmer et al. (1991).
DIAGRAM 1: EVENT STUDY METHODOLOGY
Estimation period I'est period
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3. EMPIRICAL RESULTS

The empirical results in this study are obtained in terms of the event study methodology with a view to study the impact of dividend announcement. In order to
investigate the occurrence of abnormal return (AAR) and cumulative abnormal return (CAAR) centric to dividend announcement date were obtained for sample
stocks for the study period. The same were concentrated for 21 days event window comprising 10 days prior/ post to dividend announcement, shown in the below
tables for each of the sector. Table shows that the abnormal return around the dividend announcement. The t-test value on AAR in the pre and post event period
for each sector show that nearer to the announcement days the, significant at 5% level.

IT Sector

The Event study conducted for IT Sector indicates that though there is negative AAR and CAAR on 10, 9t and 7t" day pre announcement, abnormal returns turned
positive nearing to the date of announcement with expectation of good news or increased dividend announcement but from the date of announcement onwards,
for all the days post announcement returns are negative. This could be due to the fact that information of dividend payment leaks out to the market few days
before the company makes the announcement. Hence, announcement of dividend normally carries no surprise to the market. One thing that influence stock
returns is the leakages of information, which occurs when information regarding dividend announcements is known to a small group of investors before the same
is officially announced. In such a case, the stock price might start to increase in case of a “good news” announcement, days before the official announcement date.
Any abnormal return on the announcement date is then a poor indicator of the total impact of the information release. In these situations, a better indicator
would be cumulative abnormal returns, which is simply the sum of all abnormal returns over the time period of interest and thus capture the firm specific stock
movement for an entire period when the market might be responding to new information.

Table No.1 indicates that under Market adjusted model Average abnormal returns (AARs) and cumulative average abnormal returns (CAARs) are statistically
significant at 5% level. On 5% and 2" day pre announcement as well as on day of dividend announcement and on 1%, 2" day post announcement abnormal returns
are statistically significant. This shows dividend announcement does signal and investors do react on the basis of information revealed.

TABLE NO. 1: EXPECTED RETURN, AVERAGE ABNORMAL RETURN, CUMULATIVE AAR, T TEST VALUE OF IT SECTOR OVER A WINDOW PERIOD STARTING FROM
DAY —10 TO DAY +10 RELATIVE TO DIVIDEND ANNOUNCEMENT DAY (0-DAY)

Pre Announcement Post Announcement
Days E(Rit) AAR CAAR T test Days E(Rit) AAR CAAR T test
-10 0.001517 -1.2E-05 -1.2E-05 -.011 0 0.00038 -0.01577 -0.00451 -6.890**
-9 0.001793 -0.00026 -0.00027 -.252 1 0.001341 -0.00215 -0.00667 -2.029**
-8 0.000255 0.001142 0.000869 1.041 2 0.000684 -0.00236 -0.00902 -2.200**
-7 0.00111 -0.00088 -1.1E-05 -.768 3 0.000708 -0.00104 -0.01006 -.977
-6 0.001922 0.001443 0.001432 1.347 4 0.001013 0.000349 -0.00971 .340
-5 0.000558 0.002812 0.004244 2.405** 5 0.000799 -0.00173 -0.01144 -1.593
-4 0.000336 0.000866 0.00511 .636 6 0.00165 -0.00028 -0.01173 -.260
-3 0.000357 0.001923 0.007033 1.500 7 0.000853 0.000949 -0.01078 .815
-2 0.000803 0.003178 0.010211 2.590** 8 0.000596 -0.00057 -0.01093 -.471
-1 0.000714 0.001046 0.011258 1.068 9 0.00056 0.000215 -0.01071 .197
0 0.00038 -0.01577 -0.00451 -6.890** 10 0.000681 -0.00123 -0.01195 -1.061

**denotes Statistical Significance at 5% level (p<.05) using 2 tailed test.
The behavior of CAAR is similar to the AAR during event window. 2 days prior to dividend announcement as well as on the day of announcement and two days
post announcement t Test results show statistical significance.

FIGURE 1: I.T SECTOR MARKET REACTION TO DIVIDEND ANNOUNCEMENT - EVENT STUDY
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A higher negative incidence of cumulative abnormal returns in post event period reflects over expectation and reaction to the new information disclosure con-
cerning annual and interim dividends. The behaviour of CAARs in this figure revealed initial over reaction may be considered the case of leakage of information
relating to dividend announcement. The tendency had fall around the announcement time and had resurfaced subsequently in the post announcement period in
the form of over expectation regarding the corporate performance. However, the magnitude of overreaction was considered significant to validate stock market
efficiency.

4. CONCLUSION

Informational efficiency of the market has always been an area of vital interest for financial economists. Fama (1998) described Efficient Market Hypothesis as
“the expected value of abnormal returns is zero, but chance generates deviations from zero in both directions.” The EMH is based on the preposition that available
information is reflected by stock prices and no investor is able to beat the market to attain abnormal returns. If the markets respond instantaneously, accurately,
and in an unbiased manner, it is assumed to be more efficient. The time consumed by the market to get it adjusted to new information is the most crucial factor.
The results highlight informational efficiency exists in the Indian capital market and findings also bring into picture that dividend announcement has information
content and carry a signaling effect in IT Sector. The findings of the Market model strongly define the signalling hypothesis and information content of dividends.
These results are in alignment with findings of many authors such as Aharony and Swary (1980), Eades (1982), and Woolridge (1982), Fama (1998), Kapoor (2008)
who have considered the information role as important. Through the analysis one may be able to interpret the extent to which cash dividend announcement add
to shareholder’s wealth. Thus, it can be stated that dividend announcements do carry information about future earnings and cash flows of the companies.
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