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Rural Transformation and Self-Help Groups – A Case Study 
 

Joseph DAS AMUTHA 
St. Mary’s College (Autonomous), Economics Department, Tuticorin, India 

amuthajoe@gmail.com 
 

Abstract  
Rural women possess abundant resources to take up enterprises. She has the benefit of easy availability 

of arm and livestock based raw materials and other resources. Hence, she can effectively undertake both the 
production and processing oriented enterprises. Entrepreneurship development among rural women helps to 
enhance their personal capabilities and increase decision-making status in the family and society as a whole. 
This study discusses the role of Self Help Groups in women entrepreneurship in Vellapatti village of Tuticorin 
town. The present study is based on both primary and secondary data. Primary data have been collected by 
conducting a survey among 75 sample respondents from 9 Self Help Groups in different areas of Vellapatti village 
of Tuticorin town. Secondary data have been collected from books, journals, newspapers, internet and 
periodicals. Percentage analysis, averages, standard deviation, CHI square test and probability analysis were 
used.  The data relates to the month of July 2013.   

The level of social empowerment among the respondents was measured by asking them to give their 
opinion on identified indicators such as mobility, recognition in family, recognition in community, interaction with 
outsiders, literacy, asset building ability, control over family income, skill development, decision making, access to 
health services, sanitation, and credit sources etc., through five point continuum scale. The study reveals that 
17.33 percent of the sample respondent’s suggestions to improve the performance of SHGs are to provide more 
loans, whereas 60 percent and 22.67 percent of the sample respondents’ suggestion is to provide loan at right 
time and to provide loan at lesser rate of interest. The present study undertaken in Vellapatti village reveals that 
SHGs have made a tremendous impact on social dimensions of women members.  

 
Keywords: Self-Help Groups, rural women, entrepreneurship development, poverty reduction, decision making, 

microfinance. 
 
JEL Classification : D14, D70, D92, M13, Q14 
 
1. Introduction  

The micro finance institutions are playing a dominant role in empowerment of women. The expansion of 
micro finance through self-help group model is high in south India and it has been largest in Tamilnadu. 
Empowerment (Bashin and Dhar 1998) is an ongoing and dynamic process, which enhances women’s and any 
other marginalized and alienated group abilities to change the structures and ideologies that keep them 
subordinate. It is the process of making present power structures more inclusive, including all women and men, 
senior citizen, indigenous people and people with disabilities.  

Empowerment is therefore clearly concerned with power and particularly with the power relations and 
distribution of power between individuals and groups. Rural women possess abundant resources to take up 
enterprises. She has the benefit of easy availability of arm and livestock based raw materials and other 
resources. Hence, she can effectively undertake both the production and processing oriented enterprises. 
Entrepreneurship development among rural women helps to enhance their personal capabilities and increase 
decision-making status in the family and society as a whole. This study discusses the role of Self-Help Groups in 
women entrepreneurship in Vellapatti village of Tuticorin town. 
 
Conclusion 

The present study undertaken in Vellapatti village reveals that SHGs have made a tremendous impact 
on social dimensions of women members. Microfinance has been one of the few effective tools for poverty 
reduction over the past years. Through the creation of self-help groups, poor people can safely deposit money 
and accumulate funds for future investments or emergencies as well as access loans for productive purposes 
leading to higher incomes. The SHGs would continue to produce revolutionary results in the study area if the 
organization promoting microfinance programs pay more attention to the existing and new groups for a visible 
success. Thus we can conclude that being a member of Self Help Group women is economically empowered. 
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The Impact of the Exchange Rate on Economic Competitiveness –  
The Romanian Case 

 
Andreea CIOBANU 

University of Craiova, Faculty of Economics and Business Administration, Romania 
andreeaenea2005@yahoo.fr  

 
Abstract:  

The aim of this paper is to analyze the impact of the exchange rate on economic competitiveness of a 
country, in general, and on Romania’s competitiveness in particular. In the research it is underlined the 
importance of a right choice of the equilibrium exchange rate at the entrance of ERM II and the equilibrium 
exchange rate is computed using the BEER method. 
 
Keywords: equilibrium exchange rate, ERM II, competitiveness, BEER method. 
 
JEL Classification: F31, F55, O52 
 
1. Introduction 

Choosing the right central parity at the entry into the ERM II is subject to the exchange rate knowledge 
and the establishment of the central parity as close to it, not to endanger the process of nominal and real 
convergence.  

On short-time, the undervaluation of domestic currency has positive effects, leading to increases in 
exports, current account improvements and the growth of the competitiveness of the economy.  

In the long-term, the situation must be examined very carefully, because the entry into the ERM II and the 
introduction of the euro at an overvalued exchange rate will lead to a loss of competitiveness of the economy and 
the slowing of the real convergence process. At the same time, an overvalued rate exchange increases the risk of 
a speculative attack. The entrance into the ERM II and the introduction of the euro at an overvalued exchange 
rate will involve inflationary pressures, in that the expected real appreciation of the exchange rate can be 
achieved only through a higher inflation.  

In both cases, the convergence criteria can be damaged, making even more important the knowledge of 
the exact level of the equilibrium exchange rate. 
 

2. Model and method  
Understanding the determinant factors of the exchange rate is important in conducting the monetary 

policy, the assessment of the macroeconomic impact of the exchange rate evolution depending on the source of 
the shock that generated it.  

In particular, it is important, although not easy to assess, to what extent the exchange rate is determined 
by various fundamental macroeconomic variables. To this end, several alternative econometric methodologies 
are used to estimate the determinants of the real exchange rate.  

Although the equilibrium exchange rate estimates based on the Purchasing Power Parity theory are widely 
used in estimating the impact of the exchange rate on the macroeconomic variables, the validity of this theory is 
questioned, especially on medium and long time horizons. The most widely used alternative to PPP is the Harrod-
Balassa-Samuelson model developed by Harrod (1933), Balassa (1964) and Samuelson (1964). Also, in the 
specialized literature, various approaches have been proposed for determining the equilibrium rate, more 
important being the Natural Real Exchange Rate – NATREX methodology, developed by Stein in 1994, the 
Behavioral Equilibrium Exchange Rate – BEER methodology proposed by Clark and MacDonald in 1999 and the 
Fundamental Equilibrium Exchange Rate – FEERIA methodology developed by Williamson in 1994. 

The BEER model, formalized by Clark and MacDonald, was developed as an alternative to the FEER 
model and involves the modeling of the real exchange rate, in the reduced form, based on the cointegration 
relations. This equilibrium exchange rate is consistent with the actual values of the fundamental macroeconomic 
variables. The equilibrium real exchange rate obtained by the BEER methodology is consistent with the values 
obtained using the FEER model, if consistent with the equilibrium values of the fundamental variables (it is 
determined based on the equilibrium values of these variables using the cointegration relations determined from 
their actual values). 
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Clark and MacDonald take into account three variables in determining the long-term equilibrium rate: 













tttt nfatnttotfq ,ˆ     

where: tot – represents the exchange ratio (terms of trade); 
tnt – the Balassa-Samuelson effect (the relative prices calculated as a ratio between the non-tradable 

prices and the tradable prices); 
nfa – net foreign assets. 
The sign placed above the right variables in the equation is the partial derivative. 
Econometric methods used in the BEER evaluation are mainly based on the VEC (Vector Error 

Correction) methodology developed by Johansen (1995). One of the advantages of this methodology, in contrast 
to other methods, is that it allows the testing of cointegration between variables and determining the number of 
cointegration relationships. 
 

Conclusions 
 
We see the negative impact that the degree of openness of the Romanian economy has on the exchange 

rate within the meaning of depreciation, and the positive influence of the net foreign assets. 
Analyzing the path of the equilibrium exchange rate (Figure 1) and its deviation, we can see the 

overvaluation of the leu against the euro in the past three years, situation that has changed in the third quarter of 
2007.  

 
Figure 1. Real equilibrium exchange rate and real exchange rate deviation 

from the equilibrium value 

 
 

The estimate of the equilibrium exchange rate of domestic currency has a tendency to appreciate (a 
decreasing trend), a trend that was accentuated in the second part of the period analyzed, the leu being 
overvalued compared with the equilibrium value. 
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Dividend Policy: as Review and Research Agenda 
 

Satish K. MITTAL  
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Seema VERMA  
Gautam Buddha University, School of Management, Greater Noida, India  

verma.seema999@gmail.com 
 

Abstract  
This paper reviews the diverse literature and summarizes the state of knowledge on dividend policy 

related issues. It integrates the existing research in the field. A systematic analysis of extant dividend policy 
literature is conducted to order them into domains that have implications for managers and researchers. The 
paper is structured into three such domains: (A) Dividend payout announcement as signaling effect: in long run 
(future earnings performance of firm or structural change); and in short run (shareholders’ wealth); (B) Tax effect, 
preferences and clienteles effect; and (C) Agency cost effect, dividend determinants, firm’s characteristics, 
investors and managers behavior. This paper contributes by increasing the clarity of dividend policy related 
issues classification, reflecting on the implications of multi-polar effects of dividend policy. An effort is made to 
give answers to researchers/managers’ related problems and advancing future agenda for scholars in this 
research community. 

 
Keywords: dividend policy, signaling effect, market efficiency, firm value, agency cost, dividend determinants, 

macroeconomic factors, dividend payouts. 
 

JEL Classification: G14, G12 
 

1. Introduction 
The Dividend policy has always been one of the key decisions for the finance managers and one of the 

key areas of finance researchers. The relevancy and irrelevancy of dividend policy with various effects like 
signaling, agency, tax preferences, bird in the hand, clienteles and determinants of dividend policy in respect of 
affecting stock value, shareholders’ worth, firm value, earnings, capital structure, investment policy, leverage 
ratio, borrowing policy etc. has remained main concerns of the researcher in the area of corporate finance as well 
as behavioral finance.  

The term dividend refers a share of profit to shareholders as a return in form of dividend yield, companies 
can payout dividend to their shareholders in two ways: a. stock dividend (share repurchase); and cash dividend. 
Determination of dividend payout policy is a key decision of firm as it is determined by firm’s size, opportunity 
investment, growth, leverage or debt ratio, retained earnings level etc. Once dividend payout policy is designed 
by firms in respect of dividend yield, payout ratio, earnings per share and dividend per share, certain factors get 
affected by dividend announcement like earnings performance of company, share price, firm value. As various 
studies have traced that payout changes creates volatility in stock prices among the control variables (efficient 
market). It was discovered that the size and debt had the highest correlation with price volatility while size had a 
significant negative relationship with price volatility. Suggesting that the larger the firm the less volatile the stock 
price, on other hand debt has shown a significant positive relationship with price volatility suggesting that the 
more leveraged firm is, the more volatile would be the stock price.  

As dividend policy and its effect on market value of firm in form of value creation in short run and in long 
run for the firm has been a subject of discussion and research for the academician and managers. Numerous 
studies have been conducted on dividend in the prospects of managers’ view toward dividend policy, the issue of 
relevancy and irrelevancy of dividend has been puzzle, even since more than 60 years research work going on 
dividend but yet not conclusive result came out. As Fisher Black said about dividend policy ‘the harder we look at 
the dividend picture the more it seems like a puzzle’. Dividend payout has been controversial issue and this 
controversy has been categorized into three categories: (i) there is a conservative group which believes that an 
increase in dividend payment increases firm value; (ii) There is radical group which believes that a higher 
dividend payment reduces the firm value; And (iii) middle of the road group claims that payout policy does not 
make difference in firm value. 
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Dividend dimensions: following are the aspects on which a wide work has been done for 40 years after 
revolutionary findings of Miller and Modigliani (1961) – irrelevancy of dividend:  

 Dividend payout announcement as signaling effect: in long run (future earnings performance of firm or 

structural change); and in short run (shareholders’ wealth); 

 Tax effect, preference and clientele effects; 

 Agency cost effect, dividend determinants, firm’s characteristics, investors and managers behavior. 

 
Conclusion 

This review concludes that dividend policy is still an issue of discussion and research at global level. Many 
studies have been documented in the direction of its two dimensions: relevancy; and irrelevancy. The empirical 
results of studies have statistically significant and insignificant evidence for dividend dimensions. Although 
empirical results vary at industry level, corporate policy, economy level and country level in respect of same 
determinants for example, it is found that countries who abide with high dividend distribution tax, believes in 
paying low dividend example- India, Bangladesh, Pakistan, Saudi Arab.  For example tax brackets vary country to 
country on dividend income and capital gain as long term capital gain is tax exempted in USA. Even tax reform 
act 1986 has eliminated the treatment difference between capital gains and dividend income in USA. Internal 
ownership and corporate governance is very dominant in Pakistan than Bangladesh and India. Agency cost effect 
has been seen in Bangladesh and India but not in USA and UK. Dividend policy explanatory factors are more 
dominant on dividend payout policy in emerging economy than emerged economy. For USA future earnings and 
past dividends are main determinants and focus on the smooth dividend policy. For Turkey current earning is 
main determinant in formulating dividend policy. In Malaysia dividend payment is very sensitive to change in 
earnings and dividend policy vary at industry level. Firms in emerging economy follow less stable and smooth 
dividend policy whereas in emerged economy smooth dividend policy is followed.  

This review provides an insight to explore further scope for research in tax preferences domain in 
emerging economies. This review opens doors for more exploration of dividend policy in emerging economy in 
prospect of behavioral approach of managers and investors and characteristics of firm. Further the research 
scope may be explored in dividend relevancy with special reference to macroeconomic factors and stock price 
behavior in emerging economies. Dividend payout policy has been influenced by various branches or/ effects like 
signaling, agency, clienteles, tax preferences, stability (bird in the hand), characteristics of firm (size, profitability, 
growth, investment opportunity, capital structure, debt rating or leverage burden) with effect on firm value, stock 
value, current earnings, future earnings, shareholder’s wealth and behavior of corporate governance/ managers, 
investors, suppliers of capital etc. 
 
References: 
[1] Abor, Joshua, and Bokpin, Godfred A. 2010. Investment opportunities, corporate finance and dividend 

payout policy: evidence from emerging markets, Studies in economics and finance 27(3): 180 – 194. 

[2] Ahmed, Farid M. 2010. Impact of dividend and retained earnings on stock price in Bangladesh: an empirical 
investigation, Savings and Development 24(1): 5 – 31. 

[3] Aivazian, Varouj A., Booth, L., and Sean, C. 2006. Dividend smoothing and debt rating, The Journal of 
Financial and Quantitative Analysis 41(2): 439 – 453. 

[4] Anand, M. 2004. Factors influencing dividend policy decisions of corporate India, The ICFAI Journal of 
Applied Finance 10(2): 5 – 16. 

[5] Baker, H. Kent, and Powell, Gary E. 1999. How corporate managers view dividend policy? Quarterly Journal 
of Business and Economics 38(2): 17 – 35.  

[6] Banerjee, S., Gatchev, V.A., and Spindt, P.A. 2007. Stock Market Liquidity and Firm Dividend Policy, The 
Journal of Financial and Quantitative Analysis 42(2): 369 – 397.  

[7] Basse, T., and Reddemann, S. 2011. Inflation and the dividend policy of US Firms, Managerial Finance 
37(1): 34 – 36. 

[8] Brennan, M.J., and Thakor, A.V. 1990. Shareholders Preferences and Dividend Policy. The Journal of 
Finance 45(4): 993 – 1018.  



Journal of Applied Research in Finance 

 

 

[9] Chetty, R., and  Saez, E. 2005. Dividend Taxes and Corporate Behavior: Evidence from the 2003 Dividend 
Tax Cut,The Quarterly Journal of Economics 120(3): 791 – 83. 

[10] Collins J.H., and Kemsley, D. 2000. Capital Gains and Dividend Taxes in Firm Valuation: Evidence of Triple 
Taxation, The Accounting Review 75(4): 405 – 427.  

[11] Dickens, R.N., Casey K.M., and Newman J.A. 2002. Bank Dividend Policy: Explanatory Factors, Quarterly 
Journal of Business and Economics 41, No. 1/2 , pp. 3-12. 

[12] Garrett, I. and Priestley, R. 2000. Dividend Behavior and Dividend Signaling, The Journal of Financial and 
Quantitative Analysis 35(2): 173 – 189.  

[13] Graham, J.R., and Kumar, A. 2006. Do Dividend Clienteles Exist? Evidence on Dividend Preferences of 
Retail Investors. The Journal of Finance 61(3): 1305 – 1336. 

[14] Hsu, J., Wang, X.-M., and Wu, Ch. 1998. The Role of Earnings Information in Corporate Dividend Decisions. 
Management Science 44(12): S173 – S191. 

[15] Hubbard, J., and Michaely, R. 1997. Do Investors Ignore Dividend Taxation? A Reexamination of the 
Citizens Utilities Case, The Journal of Financial and Quantitative Analysis 32(1): 117 – 135. 

[16] Kao, C., and Wo, Ch. 1994. Tests of Dividend Signaling Using the Marsh-Merton Model: A Generalized 
Friction approach, The Journal of Business 67(1): 45 – 68. 

[17] Khan, N.U., Burton B.M., and Power D.M. 2011. Managerial views about dividend policy in Pakistan, 
Managerial Finance 37(10): 953 – 970. 

[18] Koch, A.S., and Sun A.X. 2004. Dividend Changes and the Persistence of past Earnings Changes, The 
Journal of Finance 59(5): 2093 – 2116. 

[19] Liu, Y., Szewczyk, S.H., and Zantout, Z. 2008. Under reaction to Dividend Reductions and Omissions, The 
Journal of Finance 63(2): 987 – 1020. 

[20] Manakyan, H., and Carroll, C. 1991. Dividend change announcements and structural change, Quarterly 
Journal of Business and Economics 30(1): 62 – 86. 

[21] Mehar, A. 2005. Corporate Governance and Dividend Policy, Pakistan Economic and Social Review 43(1): 
93 – 106.  

[22] Michaely, R. 1990. Ex-Dividend Day Stock Price Behavior: The Case of the 1986 Tax Reform Act , The 
Journal of Finance 46(3): 845-859. 

[23] Michel, A. 1979. Industry Influence on Dividend Policy, Financial Management 8(3): 22 – 26. 

[24] Miller, M.H., and Rock, K. 1985. Dividend policy under asymmetric information, The Journal of Finance 40(4): 
1031 – 1051.  

[25] Naranjo, A., Nimalendran, M., and Ryngaert, M. 1998. Stock Returns, Dividend Yields, and Taxes, The 
Journal of Finance 53(6): 2029 – 2057.  

[26] Pandey, I.M., and Bhat, R. 2007. Dividend behaviour of Indian companies under monetary policy restrictions. 
Managerial Finance 33(1): 14 – 25. 

[27] Paulsen, J. 2007. Optimal dividend payments until ruin of diffusion processes when    payments are subject 
to both fixed and proportional costs, Advances in Applied Probability 39(3): 669 – 689. 

[28] Robinson, C.J. 2005. International perspectives on corporate finance: the Lintner model and dividend policy 
among publicly listed firms in Barbados, Savings and Development 29(2): 155 – 168.  

[29] Sethi, S.P. 1996. When Does the Share Price Equal the Present Value of Future Dividends? A Modified 
Dividend Approach. Economic Theory 8(2): 307 – 319. 

[30] Yoon, P.S., and Starks, L.T. 1995. Signaling, Investment Opportunities, and Dividend Announcements, The 
Review of Financial Studies 8(4): 995 – 1018. 

  



Volume V, Issue 1(9), Summer 2013 

 

 

European Health System – A Theoretical Analysis as an Alternative for 
Romania  

 
Ion-Viorel  MATEI  

Spiru Haret University, Faculty of Financial Management and Accounting, Romania 
viorel.matei@spiruharet.ro  

 
Abstract: 

It is difficult to predict a people’s health, since disease occurs primarily in modern society as the 
consequence of a way of life, while the society tries to heal what actually was destroyed by urbanization and by 
industrialization of working conditions and life. Partial failure of the executive is determined by the dissatisfaction 
caused by the malfunction of health services determined by the increase of healthcare expenses and also by the 
perception that health is not an investment in the economic sense. Also health insurance schemes have not been 
and still are not the proper solution to these problems but only palliative relative to the absence of viable 
alternatives. 
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Introduction 

Transformations in recent years have had profound repercussions on public health systems operating in 
central and Western Europe (Busse 2002). 

They aim at ensuring human rights and unfettered access to patient care by (European Commission 2007): 
 complete information on clinical status that is, the level of training, perception and therapeutic services 

that may be given (Figueras 2005); 
 confidentiality of medical conditions; 
 accepting confessional restrictions and philosophical beliefs (Puşcaş 2010); 
 right to attentive care respecting considerations of human dignity and image (Josep 2004); 
 the ability to accept or reject, partly or completely, the prescribed therapeutic act (OECD 1995); 
 the ability to inform about the necessary treatment, not given or improperly administered etc. 
 

 
Conclusion 

‘Health care market’ has always been influenced by particular aspects of community needs. In this case, 
‘health need’ is a problem to be solved  by local or central government. This led to the idea to share out the ‘risk’ 
of falling ill throw collective insurance schemes. Macroeconomic study on the factors that condition the use of 
medical care, health insurance and social protection will always take into account: 

 demand for healthcare as a concrete indicator, as the notion of ‘need’ is subjective and has no tangible 
value, manifesting itself unduly, usually unlimited; 

 the ‘health’ offer of the existing medical structures, which endeavors to meet the need for health, 
respectively the preservation instinct of the individual. 

The reform process should contribute to reducing or eliminating dysfunctions that occur in the ‘health 
insurance’ field both in countries with an acknowledged, stable and long-term established market economy and in 
countries that renounced the state monopoly of production factors, exercised through a centralized system of 
scheduling and management. 
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