
VOLUME NO. 6 (2016), ISSUE NO. 03 (MARCH)  ISSN 2231-1009 

 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, 

Open J-Gage, India [link of the same is duly available at Inflibnet of University Grants Commission (U.G.C.)], 
Index Copernicus Publishers Panel, Poland with IC Value of 5.09 & number of libraries all around the world. 

Circulated all over the world & Google has verified that scholars of more than 4767 Cities  in 180 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. 03 (MARCH)  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 

http://ijrcm.org.in/ 

ii

CONTENTS 
 

 
 

Sr. 
No. 

 

TITLE & NAME OF THE AUTHOR (S) 
Page 
No. 

1. WORKERS PARTICIPATION IN MANAGEMENT 

DR. CHANDRA SEKHAR GOTLAGUNTA, G. KIRTHY, DR. KESHAMONI SRINIVAS & GURMEET KAUR 
1 

2. KNOWLEDGE MANAGEMENT STRATEGIES FOR ACHIEVING QUALITY STANDARDS IN EDUCATIONAL 

INSTITUTIONS 

DR. A. V. NAGESWARA RAO 

5 

3. COST MANAGEMENT IN SERVICE INDUSTRY 

HEMANT R. DUDHE & DR. SANJAYKUMAR M. GAIKWAD 
9 

4. KNOWLEDGE MANAGEMENT THROUGH TRANSFORMATIONAL LEADERSHIP IN ARMED FORCES: AN 

IAF PERCEPTIVE 

DR. ANIL KOTHARI & DR. NIDHI PANDEY 

13 

5. A STUDY ON RETURNS AND VOLATILITY OF FMCG AND IT SECTORS OF NIFTY 

T. PEDDANNA & S. V. SATYANARAYANA 
17 

6. MEASURE OF OCTAPACE CULTURE ON JUNIOR LEADERS IN THE ARMY: A STATISTICAL PERSPECTIVE 

DR. ASHA NAGENDRA & BRIGADIER M SRINIVASAN 
26 

7. DIVIDEND POLICY AND DIVIDEND THEORIES: THE WAY AHEAD 

CHAITRA K. S. & DR. B. BAKKAPPA 
30 

8. A STUDY ON FINANCIAL PERFORMANCE OF NEW GENERATION PRIVATE SECTORS COMMERCIAL 

BANKS IN INDIA 

D. KALPANA & R. CHANDRASEKARAN 

34 

9. OFFENCES AGAINST WOMEN UNDER INDIAN PENAL CODE 

DR. MADHUMITA DHAR SARKAR & BIBHABASU MISRA 
38 

10. CUSTOMER RELATIONSHIP MANAGEMENT STRATEGY OF BHARTI AIRTEL LIMITED IN COIMBATORE 

CITY 

A. S. DHIVIYA, V. SUGANTHI & DR. S. KUMAR 

40 

11. VITALITY OF COMPETENT HR PRACTICES FOR SUSTAINABLE GROWTH POTENTIALITY IN SERVICE 

INDUSTRY 

T. MYDHILI & B. SATYAVANI 

45 

12. BIOMETRICS AND RFID BASED E-PASSPORT: BRINGING SECURITY TO THE WORLD 

JAPNEET KAUR & MANEET KAUR 
49 

13. PERCEPTUAL DIFFERENCES BETWEEN THE USERS AND NON USERS OF INTERNET BANKING 

DR. DEEPA PAUL 
55 

14. STRESS OF RETAIL SECTOR EMPLOYEES: A STUDY 

SABARI GHOSH 
59 

15. IMPROVING ASSESSMENT IN HIGHER EDUCATION THROUGH STUDENT INVOLVEMENT 

RUCHI BAJAJ 
66 

16. RELIABILITY ANALYSIS OF INVESTMENT BEHAVIOR OF INDIVIDUAL INVESTORS AMONG DIFFERENT 

RELIGIOUS GROUPS IN NCR 

SHWETA GOEL & DR. RAKESH KUMAR SRIVASTAVA 

69 

17. A STUDY ON DISSATISFIED CONSUMERS OF SMARTPHONE OVER ONLINE PURCHASE IN MADURAI 

DISTRICT 

DR. R. RADHIKA DEVI & VINODH KUMAR. S. 

74 

18. BANIYA OR LOCALBANYA: A STUDY ON INDIAN ‘GROCERY AND STAPLES’ BUYING BEHAVIOUR 

SWAPNA TAMHANKAR 
78 

19. THE ENTREPRENEURSHIP’S CAPITAL ASSISTANCE IN ENHANCING THE MOTIVATION OF COLLEGE 

STUDENT TO BE AN ENTREPRENEUR 

MARISKHA. Z, S.E., M.M. & HANIFATI INTAN, S.E., M.M. 

83 

20. PROBLEMS AND PROSPECTS OF HANDLOOM WEAVERS: A STUDY OF KARIMNAGAR DISTRICT 

ANKAM SREENIVAS & KANDAGATLA SRAVAN KUMAR 
89 

 REQUEST FOR FEEDBACK & DISCLAIMER 97 



VOLUME NO. 6 (2016), ISSUE NO. 03 (MARCH)  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 

http://ijrcm.org.in/ 

iii

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 



VOLUME NO. 6 (2016), ISSUE NO. 03 (MARCH)  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 

http://ijrcm.org.in/ 

iv

 

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.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 

AMITA 

Faculty, Government M. 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 



VOLUME NO. 6 (2016), ISSUE NO. 03 (MARCH)  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 

http://ijrcm.org.in/ 

v

CALL FOR MANUSCRIPTS 
We invite unpublished novel, original, empirical and high quality research work pertaining to recent developments & practices in the areas of Computer 

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 Governance; 

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 Organizations; 

Office Administration/Management; Operations Research/Statistics; Organizational Behavior & Theory; Organizational Development; 

Production/Operations; International Relations; Human Rights & Duties; Public Administration; Population Studies; Purchasing/Materials Management; 

Retailing; Sales/Selling; Services; Small Business Entrepreneurship; Strategic Management Policy; Technology/Innovation; Tourism & Hospitality; 

Transportation 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; Modeling & Simulation; Neural Systems/Neural Networks; Numerical Analysis/Scientific Computing; Object Oriented Programming; Operating 

Systems; Programming 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 entitled ‘___________________________________________’ for possible publication in one 

of your journals. 

I hereby affirm that the contents of this manuscript are original. Furthermore, it has neither been published elsewhere in any language 

fully or partly, nor is it under review for publication elsewhere. 

I affirm that all the co-authors of this manuscript have seen the submitted version of the manuscript and have agreed to their inclusion 

of names as co-authors. 

Also, if my/our manuscript is accepted, I 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       : 

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        : 

 



VOLUME NO. 6 (2016), ISSUE NO. 03 (MARCH)  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 

http://ijrcm.org.in/ 

vi

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) There is no need to give any text in the body of 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) Abstract alone 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 manuscript, within two days of 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 the covering letter and the 

cover page of the manuscript, in the manner as mentioned in the guidelines. 

 

2. MANUSCRIPT TITLE: The title of the paper should be bold typed, centered and fully capitalised. 

3. AUTHOR NAME (S) & AFFILIATIONS: Author (s) name, designation, affiliation (s), address, mobile/landline number (s), and 

email/alternate email address should be given underneath the title. 

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

5. ABSTRACT: Abstract should be in fully italicized text, ranging between 150 to 300 words. The abstract must be informative and explain 

the background, aims, methods, results & conclusion in a SINGLE PARA. Abbreviations must be mentioned in full. 

6. 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.  

7. JEL CODE: Provide the appropriate Journal of Economic Literature Classification System code (s). JEL codes are available at 

www.aeaweb.org/econlit/jelCodes.php, however, mentioning JEL Code is not mandatory. 

8. 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. 

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

10. SUB-HEADINGS: All the sub-headings must be bold-faced, aligned left and fully capitalised.  

11. 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 range from 2000 to 5000 WORDS. 



VOLUME NO. 6 (2016), ISSUE NO. 03 (MARCH)  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 

http://ijrcm.org.in/ 

vii

 

12. FIGURES & TABLES: These should be simple, crystal CLEAR, centered, separately numbered & self explained, and 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, horizontally centered with equation/formulae 

number placed at the right. The equation editor provided with standard versions of Microsoft Word should 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: 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 are supposed to follow Harvard Style of Referencing. Also check to make sure 

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 italics. 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 after the references. 

 

PLEASE USE THE FOLLOWING FOR STYLE AND PUNCTUATION IN 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 

Association, 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



VOLUME NO. 6 (2016), ISSUE NO. 03 (MARCH)  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 

http://ijrcm.org.in/ 

30

DIVIDEND POLICY AND DIVIDEND THEORIES: THE WAY AHEAD 
 

CHAITRA K. S. 

RESEARCH SCHOLAR 

LECTURER 

BAPUJI ACADEMY OF MANAGEMENT & RESEARCH 

BAPUJI B – SCHOOLS 

DAVANGERE 

 

DR. B. BAKKAPPA 

PROFESSOR 

INSTITUTE OF MANAGEMENT STUDIES 

DAVANGERE UNIVERSITY 

P.G.CENTER 

SHIVAGANGOTRI 

 

ABSTRACT 
A major issue concerning dividend policy is whether decisions by corporate management as to the amount of dividend paid actually affect the wealth of the 

shareholders. However, the effect of dividend policy decision on the firm’s market value of share is a long standing controversy. Conventional corporate finance 

wisdom specifies that the dividend decision does matter and that the time and effort spent by management and the board of directors on this decision is justified. 

The fact that dividends paid today have more value than those received tomorrow must be considered in the payout decision (Gordon, 1962). In other words, 

traditional financial theorists and most practitioners feel that dividends do matter. Arbitrary changes in dividends, especially dividend cuts, must be carefully 

considered (Lintner, 1956). Certain theories consider the dividends decision as relevant to the value of the firm measured in terms of market price of the shares. On 

the other hand, some theories says dividends paid has no effect on the valuation of the firm. So in this paper an attempt has been made with respect to dividend 

policy and dividend distribution theories in the context of relevant and irrelevant. 

 

KEYWORDS 
Dividend policy, corporate finance, Dividend decision, valuation. 

 

INTRODUCTION 
ividend policy decision is considered one of the three major decisions of financial management. The decision of the firm regarding how much earnings 

could be paid out as dividend and how much could be retained is the concern of dividend policy decision. It determines what proportion of earnings is 

paid out to shareholders by way of dividends and what proportion is ploughed back in the company for reinvestment purposes. The development of such 

policy will be greatly influenced by investment opportunities available to the firm and the value of dividends as against capital gains to the shareholders. 

Management should develop such a dividend policy, which divides the net earnings into dividends and retained earnings in an optimum way to achieve the 

objective of maximizing the wealth of shareholders.  

The dividend policy has been an issue of interest in financial literature since Joint Stock Companies came into existence. Academicians and researchers have 

attempted to solve several issues pertaining to dividends and formulate theories and models to explain corporate dividend behaviour. Despite many research 

conducted by financial economists, the issue of dividend policy determinants still remains debatable. Researchers have primarily focused on developed markets; 

however, additional insights into the dividend policy debate can be gained by an examination of developing countries which is currently lacking in the literature.  

 

DIVIDEND DEFINED 
Dividend is defined as the distribution of a portion of a company's earnings, decided by the board of directors, to a class of its shareholders. Dividends can be 

issued as cash payments, as shares of stock, or other property. 

While determining dividend payment, a prudent manager strikes a balance between shareholder’s expectations and firm’s long-term interest. Such analysis is of 

great relevance to policy makers, because as the dividend literature suggest, if these decisions are handled efficiently, this is expected to be reflected in the firms’ 

value.  

 

LITERATURE REVIEW 
� Mahapatra and Sahu (1993) analyzed the determinants of dividend policy using the models developed by Lintner (1956), for a sample of 90 companies for 

the period from 1977-78 to 1988-99. They found that cash flow was a major determinant of dividend followed by net earnings. Further, their analysis showed 

that past dividend-and not past earnings was a significant factor in influencing the dividend decision of companies. 

� Gugler and Yurtoglu (2003) investigated the relationship between dividends, ownership structure and control rights for German and Australian firms, 

respectively and they found large shareholding of the largest owner reduces dividends pay-out ratio, while shareholdings by the second larger owner 

increases it and interpreted the results that state controlled firms engaged in dividend smoothening, while family controlled firms do not. The behaviour of 

the foreign controlled firms lie in between state controlled and family controlled firms in consistent with the “expected ranking” of information asymmetries 

and managerial agency cost hypothesis.  

� De Angelo, De Angelo and Skinner (2004) observe that during the period of their study (1978-2000) nominal dividends paid by the companies in US increased 

manifold, even real dividends doubled during this period. This aggregate dividend increase is even in the face of radical decline in the number of dividend-

payers. They find that both dividend and earnings concentration have increased substantially from the already high level. 

� Subba Reddy Y. and Rath S. (2005) examined Dividend trends for large sample of stocks traded on Indian markets indicated that the percentage of companies 

paying dividend declined from over 57% in 1991 to 32% in 2001, and that only few firms paid regular dividends. Dividend – paying companies were less likely 

to be larger and more profitable than non-paying companies, though growth opportunities do not seem to have significantly influenced the dividend policies 

of Indian fi rms. The rise of the number of firms not paying dividends is not supported by the requirements of cash for investments 

� Pal and Goyal (2009) conducted a study on the determinants of dividend policy pertaining to Indian IT industry for the period 1996-97 to 2005-06. They 

concluded that lagged dividend, PAT, Depreciation and sales are the most important factors affecting dividend decisions of the industry.  

 

 

D 



VOLUME NO. 6 (2016), ISSUE NO. 03 (MARCH)  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 

http://ijrcm.org.in/ 

31

OBJECTIVES OF THE STUDY 
1) To know the dividend policy decisions taken by the firm. 

2) To know the dividend decision and value of shares based on dividend theories. 

3) To trace out the assumptions and criticism of the dividend theories. 

 

RESEARCH METHODOLOGY 
This paper is theoretical modal based on the extensive research for which the secondary source of information has gathered. The sources include online 

publications, Books and journals. 

 

DIVIDEND POLICY 
Dividend is the part of company’s profit which is given by company to its shareholders. As the shareholders invest their valuable money in the company, so they 

want to get the maximum return out of it. But in case the company pays the more of it’s earning in form of dividend than the company has to depend upon the 

outside resources for its survival. So it is necessary for the growth of the company to pay adequate amount of dividend. 

Dividend policy can be of two types: managed and residual. In residual dividend policy the amount of dividend is simply the cash left after the firm makes desirable 

investments using Net Present Value (NPV) rule. Normally, the amount of dividend is highly variable and often zero. If the manager believes dividend policy is 

important to their investors and it positively influences share price valuation, they will adopt managed dividend policy. Firms generally adopt dividend policies 

that suit the stage of life cycle they are in. For instance, high- growth firms with larger cash flows and fewer projects tend to pay more of their earnings out as 

dividends. The dividend policies of firms may follow several interesting patterns adding further to the complexity of such decisions. First, dividends tend to lag 

behind earnings, that is, increases in earnings are followed by increases in dividends and decreases in earnings sometimes by dividend cuts. Second, dividends are 

“sticky” because firms are typically reluctant to change dividends; in particular, firms avoid cutting dividends even when earnings drop. Third, dividends tend to 

follow a much smoother path than do earnings. Finally, there are distinct differences in dividend policy over the life cycle of a firm, resulting from changes in 

growth rates, cash flows, and project investments in hand. Especially the companies that are vulnerable to macroeconomic vicissitudes, such as those in cyclical 

industries, are less likely to be tempted to set a relatively low maintainable regular dividend so as to avoid the dreaded consequences of a reduced dividend in a 

particularly bad year. Over time, the number of factors identified in the literature as being important to be considered in making dividend decisions increased 

substantially. A number of conflicting theoretical models, all lacking strong empirical support, define recent attempts by researchers in finance to explain the 

dividend phenomenon. But to come with concrete conclusions an exhaustive study of all theoretical models together with empirical proof is needed. Previous 

empirical studies have focused mainly on developed economies. In Indian context, few studies have analyzed the dividend behavior of corporate fi rms. However, 

it is still not apparent what the dividend payment pattern of firms in India is.  

 

DIVIDEND DECISIONS AND VALUATION OF SHARES 
It is generally said that the value of the firm is maximized if the shareholders get maximum wealth which means if they get maximum dividend. But some believe 

that the dividend decision does not affect the value of the firm. For this purpose the two theories have been given and these are discussed below. 

1) THEORY OF IRRELEVANCE  

This theory states that the dividend decision does not affect the shareholders wealth as well as value of the firm. That’s why this theory is called theory of 

irrelevance. This theory further explained with the help of two different approaches. 

i) Residual approach: as per this approach dividend decision does not affect the shareholders wealth as well as value of the firm. The investors don’t want to earn 

dividend only they want to earn high return on their investment. This means that if the firm is in the situation to gain high profit than the shareholders would like 

to keep their money with the firm and on the other hand if the firm is not in a position to get profitable opportunity than the shareholders would like to receive 

the earning in form of dividend. 

ii) Modigliani and miller approach: as per this approach also dividend decision does not affect the shareholders wealth as well as value of the firm rather it is 

decided by the earning capacity of the firm or its investment policy. This theory assumes: 

a) There are no taxes 

b) There is a perfect market 

c) Investors act rationally 

d) No transaction cost 

e) All earning goes to the shareholders 

f) Rigid investment policy of the firm 

Po = D1+P1/1+Ke 

The above formula means that the market price of the shares at the beginning of the period (Po ) is equal to the present value of dividend paid at the end of the 

period (D1 ) plus market price of the shares at the end of the period (P1 ) divided by 1+ cost of equity 

(1+ Ke) 

FIGURE 1 
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Criticism of the approach: this approach has been criticized on the following grounds. 

1. Perfect capital market does not really exist. 

2. The firm has to incur flotation cost. 

3. Taxes really exist. 

4. There is no rigid investment policy. 

5. The company information is available to all. 

2) THEORY OF RELEVANCE  

This theory states that the dividend decision affect the shareholders wealth as well as value of the firm. Because the dividend communicate the investors the 

information about the company’s profit. That’s why this theory is called theory of relevance. This theory further explained with the help of two different 

approaches. 

a.) Walter’s approach: as per this approach dividend decision affect the shareholders wealth as well as value of the firm. The relationship between the internal 

rate of return and cost of capital is helpful in determining the dividend policy, as this approach is based upon return on investment (r) and cost of capital (k). 

James. E. Walter has given three types of the firm 

i) growth firm; in this case the r > k, it means that the firm earns higher rate of return than the required rate of return and have maximum value of the firm and 

optimum payout ratio would be 0 %. 

ii) Declining firm; in this case the r < k, it means that the firm don’t have enough profits and they have to give the entire earning as dividend optimum payout ratio 

would be 100 %. 

iii) Normal firm; in this case the r = k, it means that the shareholders will get same return as expected by them. There is no optimum payout ratio. 

THIS THEORY ASSUMES 

a) Earnings per share, dividend per share do not change 

b) External sources are not used by the firm 

c) The company has long life 

d) IRR and cost of capital are constant. 

P = D/Ke + r (E-D)/ Ke / Ke  

Criticism 

a) Internal rate of return and cost of capital not always constant. 

b) The firm need outside funds in real life. 

b) Gordon’s approach: his theory is similar to that of Prof. Walter. According to him market value of share is equal to the present value of dividend. 

This theory assumes 

a) There are no corporate taxes. 

b) External sources are not used by the firm 

c) Cost of capital is higher than growth rate. 

d) IRR and cost of capital are constant. 

P = D/ Ke-g 

Criticism 

a) Internal rate of return and cost of capital not always constant. 

b) The firm need outside funds in real life. 

 

CONCLUSION 
Dividend decisions definition of dividend relevance or irrelevance are shown to be unnecessarily rigid and based on semantic conventions. While not all feasible 

dividend policies are optimal, all feasible dividend policies are optimal if the zero-NPV assumption is made (regardless of retention). Dividend decisions correct 

stance about misconceptions of dividend irrelevance is underlined, not only investment policy matters, dividend policy is an important determinant as well. 

This paper shows that relevance or irrelevance of dividend policy has not to do with retention; it has to do with the rate of return of the extra funds (excess cash) 

used for reinvestment or financing: dividend policy is irrelevant if and only if zero-NPV activities are undertaken, with or without assumption of retention. The 

dichotomy retention/no-retention is nevertheless useful, if it is reinterpreted as a regard for agency problems. 
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