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Abstract- The implementation of Liberalization, Privatization and Globalization lead to the emergence of the IT sector in India, 

which is one of the most booming sector of 21st century.Increased Foreign Direct investment provided more impetus for these 

IT giants to explore its massive heights in India. As service sector contributes a major portion of our GDP,IT sector has been 

instrumental in contributing to the success of the service sector.This study focuses on evaluating and comparing the financial 

performance of two IT giants, TCS & Infosys, and thus analyzes its Du-pont model.Descriptive statistics and Multiple 

regression model were used for the analysis. 
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I. INTRODUCTION 
 

The Information Technology industry is one of the giant 

revenue earning industries in India. This industry has built 
a very good reputation for itself in the global markets. The 

Indian IT industry comprises of the information 

technology enabled services (ITES) and the software 

industry.  

 

The Indian information technology industry started 

showing it’s global propinquity in the year 1974 when 

Burroughs asked one of it’s sales agent, Tata Consultancy 

Services to send software developers for installing a 

system software for a client in USA.  

 

The IT-BPM industry of India stands at a respectable 
US$177 Billion in the year 2019 with a year on year 

growth rate of 6.1%. Studies displayed that the size of the 

IT Industry is expected to reach US$ 350 Billion by the 

year 2025.  

 

The Indian IT and ITeS industry's share in the global 

market is approximately 7 per cent. Major IT players 

including both Indian and international service providers 

control the industry. The software market in India 

manifested a growth of 19.3 percent on the basis of 

revenue in the year 2018 over the year 2017. The major 
strengths of Indian IT industry have put it in the good 

books of investors worldwide.  

 

Also, a change in government policy has enabled 100% 

Foreign Direct Investment (FDI) in this industry This 

enables it to attract investments from all around the globe. 

Statistics from the year 2000 to 2017 show that the Indian 

software and hardware sector attracted cumulated FDI of 

Rs. 53757.60 Crore ( US$ 40 Billion). India produces 

around 5 lakh fresh engineering graduates and nearly 3 

lakh post graduates every year. India has around 335 

million people who can speak fluent English.  

 

Adding to this, the government in India has also 

implemented a ‘National IT Task Force’ to encourage the 

growth of IT industry in India. This makes India a very 

suitable outsourcing destination.  

 

The service sector is very critical in contributing majority 

portion of GDP. Among the sector, the IT and ITeS 
industry is one of the Flag-bearers of the service sector of 

India attracting foreign investments, creating jobs, 

significantly adding to exports and creating time-saving 

and ground breaking hardware and software.  

 

Examining profitability ratios of the major companies of 

such an important industry helps us get a piece of in-depth 

knowledge and experience the existing factors that are 

helping the industry grow and also projecting measures to 

help it grow further so that it continues to add to the 

welfare of the people and the world as a whole.  
 

II. LITERATURE REVIEW 
 

Dr. Deepika Singh and Sinha Mintibahen Bijendra 

(2017) conducted a study with an objective of analysing 

profitability position of the Indian pharmaceutical sector 

for a time period for 7 years.  
 

They concluded that profitability of pharmaceutical 

companies have two main distinguishes facets a) it is a 

defensive sector and b) it involves very high cost of 

Research & Development, which does not guarantee 

assured returns. It was hence concluded that for any firm 

with a focus on Research & Development, Net Profit and 

Operating Profit matters more, as their efforts on Research 

& Development will generate returns after a long time 

period. 
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Dr. M Ravichandran (2016) conducted a study on 
financial performance of Force Motors with the central 

goal of identifying the specific ratios which affect the 

profitability of the industry and to categorise the financial 

ratios into a small number of latent variable to represent a 

compact view of financial performance for a defined time 

period.  

 

The study revealed that the financial performance was fair 

and it has been maintaining good, further improvement 

can be done by concentrating on its operating, 

administrative and selling expenses and thereby reducing 

expenses. 
 

Pavithra K and Kirubadevi S (2016) analysed the 

performance and profitability position of five Information 

Technology companies. The research showed that Oracle 

and Microsoft show outstanding financial performance 

when compared to other companies selected for the 

purpose of their study.  

 

Dr. Ayad Shaker Sultan (2014) in his Financial 

Statement Study of Baghdad soft drinks industry 

concluded that - profitability is the main measurement of 
performance. ROE is the most complete measure of the 

profitability of a firm, which weighs the operating and 

investing decisions made as well as the financing and tax-

related decisions. ROE should be a ratio that all business 

owners, managers, and all users of accounting and finance 

should use when appraising a firm for making 

recommendations for reforms or investing. 

 

Hema A.S (2014) analysed the financial performance of 

Tata Consultancy Services Ltd. The study revealed that 

both short term and long term liquidity position of TCS is 

good. The Company has properly controlled its net worth 
and total assets for maximising the profits. The growth of 

the company in terms of Working capital and Total assets 

was satisfactory.  

 

Dr. Anurag and Priyanka (2012), in a parallel analysis 

of the financial performance of SBI and ICICI, found that 

SBI is performing well and financially sound when 

compared to ICICI Bank as it has utilised it’s resources 

more efficiently, which is shown in growth in net worth, 

increased income and profits. In the context of deposits 

and expenditure, ICICI bank has better managing 
efficiency when compared to SBI, which is displayed in 

increased deposits and controlled expenditure ratios. 

 

Usha S (2010) had examined the financial performance of 

65 software companies. The study found that some of the 

chosen ratios have shown irregular performance in 

liquidity, solvency, efficiency coverage, share related, and 

profitability ratios throughout the study period. These 

companies had lower revenue growth and added a minor 

number of new clients as compared to peers on a year on 

year basis.  

 

III. OBJECTIVES 

 
 To evaluate the financial performance of the 

companies under study. 

 To compare the du pont model of both the companies. 

 To assess the impact of net profit margin, total asset 

turnover and financial leverage on return on equity for 

both the companies. 

 

IV. RESEARCH METHODOLOGY 
 

This chapter looks at the different research methods and 

research methodologies that have been used for the 

conducting the research and analysis of the topic of the 

study. The following is  the research methodology and 

research methods used in the research paper.  

 

We have considered TCS and Infosys for our study. The 

period of study taken was from 2010-11 to 2018-19. The 

required data was collected from the annual reports of Tata 
Consultancy Services and Infosys. Descriptive statistics 

and multiple regression analysis were used to analyze the 

data of two companies. 

 

V. DATA ANALYSIS AND FINDINGS 
 

Table 1. Gross Profit Ratios of IT Companies. 
(Source: moneycontrol.com) 

Year TCS Infosys 

2010-11 27.97 29.50 

2011-12 27.64 29.03 

2012-13 26.92 25.85 

2013-14 29.09 24.06 

2014-15 23.96 25.98 

2015-16 26.49 25.01 

2016-17 25.70 24.67 

2017-18 24.77 24.31 

2018-19 25.56 21.96 

Mean 26.4556 25.5967 

Standard Deviation 1.6315 2.3896 

 

Upon looking at the average of the gross profit ratio of 

TCS, it is observed that the ratio of the business stays 

slightly above that of Infosys.  

Keeping aside the slight lag, both TCS and Infosys have a 

healthy gross profit ratio. Along with the high average, 
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TCS also gets the better of Infosys in terms of standard 
deviation.  

 

The lower the standard deviation, the better it is because a 

widely vacillating gross profit ratio betokens poor 

management practices or inferior products and services 

provided by the company.  

 

But, the standard deviation, though not as good as TCS, 

still is decent and is not a matter of concern for the 

management team of Infosys. Upon looking at the table 

with detail, it can be noticed that the average gross profits 

for the first four years in the table, i.e., 2010-11 to 2013-14 
is significantly higher than the average profits for the last 

four years i.e., 2015-16 to 2018-19 for both the companies.  

 

This diminishing trend may be a matter of concern and the 

management of both the companies need to take adequate 

steps in order to keep a check at this diminishing gross 

profit ratio.  

 

Table 2. Net Profit Ratios of IT Companies. 

(Source: moneycontrol.com) 

Year TCS Infosys 

2010-11 24.29 24.85 

2011-12 21.29 24.69 

2012-13 22.09 23.36 

2013-14 23.42 21.25 

2014-15 20.97 23.20 

2015-16 22.33 21.60 

2016-17 22.28 20.95 

2017-18 20.97 22.72 

2018-19 21.48 18.63 

Mean 22.1244 22.3611 

Standard Deviation 1.1299 1.9740 

 

Upon looking at the net profit ratio of TCS, it is observed 

that the net profit ratio of the business stays constant at an 

average of 22.12 per cent with a standard deviation of 1.13 

per cent. But upon looking at the average net profit ratios 

of the first four years and last four years individually, we 

see that the net profits have come down marginally on the 
last four years. This can be accredited to the rise in the 

median salaries of employees in the recent years as 

depicted in the balance sheet which is driving the net 

profits down by a slight margin.  

 
The ratio of Infosys limited does not have results very 

different from TCS. It too has consistent yearly net profits 

with a average net profit ratio of  22.36 per cent and a 

standard deviation of 1.97 per cent.  

 

The average net profits of the first four and the last four 

years show a slightly different result as the net profit of the 

last four years show a higher dip as compared to TCS. 

This causes the Standard Deviation to go higher than that 

of TCS.  

 

Table 3. Operating Profit Ratios of IT Companies.  
(Source: moneycontrol.com) 

Year TCS Infosys 

2010-11 29.94 32.60 

2011-12 29.52 31.78 

2012-13 28.63 28.58 

2013-14 30.74 26.69 

2014-15 25.86 27.89 

2015-16 28.23 27.35 

2016-17 27.39 27.16 

2017-18 26.41 26.95 

2018-19 26.97 24.39 

Mean 28.1877777777778 28.1544444444444 

Standard 
Deviation 

1.66788622047322 2.56322604890356 

 

TCS and Infosys both have high operating profit ratios 

meaning the are both handling the operating costs 

efficiently. The mean of the operating profit ratios are very 

close to each other too. But, what needs to be noted is that 

TCS has a lower standard deviation of the ratio as 

compared to Infosys.  
 

This indicates that TCS consistently maintains a Operating 

Profit Ratio of about 28.18 per cent but in case of Infosys, 

the ratio goes lower than average for some accounting 

periods and goes higher for the other. This indicates 

inconsistency in maintaining the operating profit ratio by 

Infosys.  

 

The mean EPS is significantly higher for Infosys but it 

also has a higher standard deviation. This indicates that the 

shareholders do not earn a high level of EPS consistently. 

Table 4. Earning Per Share. 
(Source: moneycontrol.com) 
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Year TCS Infosys 

2010-11 46.27 119.66 

2011-12 53.07 145.83 

2012-13 78.99 165.01 

2013-14 47.67 186.49 

2014-15 101.35 108.26 

2015-16 123.18 59.02 

2016-17 133.41 62.80 

2017-18 134.19 71.07 

2018-19 83.05 35.44 

Mean 89.02 105.953333333333 

Standard 

Deviation 

35.8743724683791 52.4536838553786 

 

In some accounting periods, the EPS is significantly 

higher than the average and in some it is significantly 

lower as in the case of 2018-19. On the other hand, TCS 

though with a lower EPS gives consistent earnings to it’s 
shareholders as shown by the lower standard deviation.  

 

Therefore, investors who want consistent earnings should 

opt for shares of TCS but investors who are ready to take 

higher risk should take shares of Infosys in order to get 

higher returns. 

 

Table 5. DuPont Analysis of TCS. 

Year Return 

On 

Equity 

Profit 

Margin 

Total 

Asset 

Turnover 

Financial 

Leverage 

2015 0.354 0.2097 1.2972 1.3017 

2016 0.342 0.2240 1.2194 1.2536 

2017 0.306 0.2234 1.1425 1.1976 

2018 0.304 0.2102 1.1581 1.2487 

2019 0.353 0.2155 1.2742 1.2851 

 

From Table 8.1,we can observe that the R Squared was 

0.9769 which shows that 97.69 per cent of the change in 
the ROE can be explained by the movement in profit 

margin, total asset turnover and financial leverage while 

the remaining percentage can be interpreted by other 

factors excluded in the model. 

1. Regression Analysis Output for the DuPont Model of 

Infosys: 

 
Table 6. Regression Statistics. 

Regression Statistics 

Multiple R 0.988405608715124 

R Square 0.976945647339515 

Adjusted R Square 0.907782589358059 

Standard Error 0.0075687155773469 

Observations 5 

 

Table 7. ANOVA 

 d
f 

SS MS F Significa
nce F 

R
eg

re
ss

io
n
 3 0.00242751

454450923 

0.00080917

151483640

9 

14.1252

5235077

75 

0.192578

9434115

72 

R
es

id
u
al

 1 0.00005728

545549077
36 

0.00005728

545549077
36 

  

T
o

ta
l 4 0.0024848    

 

Table 8. Coefficients. 

 Coeff

icient

s 

Stand

ard 

Error 

t Stat P-

value 

Lowe

r 95% 

Upper 

95% 

In
te

rc
ep

t 

-

0.046

5317

2562
5575 

0.186

6898

9815

1854 

-

0.249

24608

17977
74 

0.844

49354

56546

48 

-

2.418

65179

37186
3 

2.325

58834

24674

8 

P
ro

fi
t 

M
ar

g
in

 

0.061

3353

7524

88 

0.059

4129

3121

1323

9 

1.032

35733

36356

4 

0.489

86517

88316

17 

-

0.693

57749

26985

46 

0.816

24824

31961

46 

T
o
ta

l 
A

ss
et

 

T
u
rn

o
v
er

 0.508

3720

4020

6428 

0.145

7139

9475

8219 

3.488

83469

32630

7 

0.177

70910

92882

3 

-

1.343

09981

01173

9 

2.359

84389

05302

5 

F
in

. 

L
ev

er
ag

e 

-
0.200

4887

1337

2704 

0.248
7119

1972

3353 

-
0.806

10818

16895

28 

0.568
08253

87394

98 

-
3.360

67328

57046

7 

2.959
69585

89592

7 

The adjusted R square was 90.77 per cent which shows the 

model explanatory power with the exclusion of the 
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constant variable in the regression model. This adjusts the 
R Square keeping in mind the sample size. In addition, the 

Multiple R was 0.9884 which shows the correlation 

coefficient between the ROE and profit margin, total asset 

turnover, financial leverage.  

 

Since, the coefficient was 0.9884 it depicts that there is a 

strong positive relationship between profit margin, total 

asset turnover, financial leverage and the return on equity. 

Thus, in TCS, as the profit margin, total asset turnover, 

financial leverage increase, the ROE also increases and 

vice versa. 

 
In Table 8.2, F = 14.125 and the P value (Significance F) 

is 0.1925 which is greater than 0.05. This shows that there 

is some possibility that one or two or all the independent 

variables show results that may be by chance. 

 

Table 8.3 revealed that there was a positive relationship 

between profit margin, total asset turnover and the ROE 

and a negative relationship between the financial leverage 

and the ROE. So, for each per cent increase in profit 

margin, the ROE goes up by 0.0613 per cent; for each per 

cent increase in total asset turnover, the ROE goes up by 
0.5083 per cent and for each per cent increase in financial 

leverage, the ROE goes down by 0.2004 per cent.  

 

Table 9. DuPont analysis of Infosys. 

Year Return 

on 

Equity 

Profit 

Margin 

Total 

Asset 

Turnover 

Financial 

Leverage 

2015 0.226 0.2320 0.8035 1.2116 

2016 0.218 0.2160 0.8287 1.2204 

2017 0.208 0.2096 0.8216 1.2084 

2018 0.247 0.2273 0.8827 1.2305 

2019 0.237 0.1864 0.9757 1.3047 

 

2. Regression Analysis Output for the DuPont Model of 

Infosys 
 

Table 10. Regression Statistics. 

Regression Statistics 

Multiple R 0.999930448417379 

R Square 0.999860901672181 

Adjusted R Square 0.999443606688725 

Standard Error 0.00036213520053639 

Observations 5 

Since, the t ratio was 1.03, 3.48 and -0.80 respectively and 
the P value was greater than 0.05 for all the independent 

variables, we can observe that the effect of profit margin, 
total asset turnover and financial leverage are not 

statistically significant at the 0.05 level.  

 

Hence we can conclude that the 3 parts of the DuPont 

Analysis are not affecting the ROE significantly. So, there 

can be other determinants that may have a significant 

impact on ROE. 

 

Table 11. ANOVA. 

 df SS MS F Significance 

F 

R
eg

re
ss

io
n
 3 0.00094

2668858

096532 

0.0003

14222

95269

8844 

2396.0

53011

20736 

0.015016233

213679 

R
es

id
u
al

 1 0.00000

0131141

9034675

32 

0.0000

00131

14190

34675

32 

  
T

o
ta

l 4 0.00094

28 

   

 

Table 12. Coefficients. 

 Coeffic

ients 

Standar

d Error 

t Stat P-value Lower 

95% 

Upper 

95% 

In
te

rc
ep

t -

0.3314

388126

81555 

0.0194

145124

922173 

-

17.071

70410

86877 

0.0372

483695

851446 

-

0.5781

235832

60689 

-

0.0847

540421

024206 

P
ro

fi
t 

M
ar

g
in

 1.0489

336655

0423 

0.0175

105727

543775 

59.902

87583

49441 

0.0106

265456

508519 

0.8264

407430

39428 

1.2714

265879

6903 

T
o
ta

l 

A
ss

et
 

T
u
rn

o
v
er

 0.3131

091998

75552 

0.0102

960385

321913 

30.410

64763

85643 

0.0209

265671

813613 

0.1822

856263

13985 

0.4439

327734

37119 

F
in

. 

L
ev

er
ag

e 0.0517

005531

20302 

0.0200

801936

862616 

2.5747

03906

15178 

0.2358

431110

3763 

-

0.2034

424989

99381 

0.3068

436052

39985 

From Table 9.1, we can observe that the R Squared was 
0.9998 which shows that 99.98 per cent of the movement 

in the ROE can be explained by the movement in profit 
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margin, total asset turnover and financial leverage while 
the remaining percentage can be explained by other factors 

excluded in the model.  

 

The adjusted R square was 99.94 per cent which shows the 

model explanatory power with the exclusion of the 

constant variable in the regression model. This adjusts the 

R Square keeping in mind the sample size. In addition, the 

Multiple R was 0.9999 which shows the correlation 

coefficient between the ROE and profit margin, total asset 

turnover, financial leverage.  

 

Since, the coefficient was 0.9999 it depicts that there is a 
strong positive relationship between profit margin, total 

asset turnover, financial leverage and the return on equity. 

Thus, in Infosys, as the profit margin, total asset turnover, 

financial leverage increase, the ROE also increases and 

vice versa. 

 

In Table 9.2, F = 2396.0530 and the P value (Significance 

F) is 0.0150 which is less than 0.05. This shows that there 

is no possibility that the independent variables show 

results that may be by chance and it confirms that the data 

is statistically significant.  
 

Table 9.3 revealed that there was a positive relationship 

between profit margin, total asset turnover, financial 

leverage and the ROE. So, for each per cent increase in 

profit margin, the ROE goes up by 1.0489 per cent; for 

each per cent increase in total asset turnover, the ROE 

goes up by 0.3131 per cent and for each per cent increase 

in financial leverage, the ROE goes up by 0.0517 per cent.  

 

Since, the t ratio was 59.90, 30.41 and 2.57 respectively 

and the P value was lower than 0.05 for profit margin and 

total asset turnover but greater than 0.05 for financial 
leverage. Therefore, we can observe that the effect of 

financial leverage is not statistically significant at the 0.05 

level. Hence we can conclude that the profit margin and 

total asset turnover have significant impact on the ROE 

but the financial leverage does not have significant impact 

on ROE. So there can be other determinants along with 

profit margin and total asset turnover which may have a 

significant impact on ROE. 

 

VI. CONCLUSION 
 

The cross-sectional analysis of the 2 companies reveals 

that both of them have similar performance when it comes 

to the gross profit ratio, the net profit ratio and the 

operating profit ratio with almost same averages of the ten 

years data of the ratios.  

 

TCS has a considerable margin of victory when it comes 
to the return on assets, return on equity and return on 

capital employed ratios and Infosys takes the lead in the 

earnings per share ratio and the dividend payout ratio. The 

companies selected for the study are the leaders in their 

industry and the ratios go on to support this claim. With 
consistently high ratios, these companies have set a 

performance benchmark for others to follow. 

 

The time-series analysis of the companies reveal two 

central areas of concern for Infosys. First, the gross profit 

ratio, the net profit ratio, the operating profit ratio and the 

earnings per share have shown a earthward trend in the 

recent years specially the last four years. This is a matter 

of concern for the company as it needs to maintain or 

increase these ratios and decreasing profitability ratios are 

never a good sign for any company. Second, Infosys has 

had a higher standard deviation in most of the ratios when 
compared to TCS. This high standard deviation shows in 

consistencies in the year-on-year performances of Infosys.  

 

Though the standard deviation is not very high in 

comparison to TCS, but it should be an objective to not 

only perform good but also outperform competing 

companies in this highly competitive environment where 

survival of the fittest is the only mantra. TCS on the other 

hand outperforms Infosys in most of the ratios and proves 

its dominance in the IT Industry going on to show it is the 

longest surviving, largest and most profitable IT company 
in the country.  

 

The Return on Equity (ROE) has been analysed beyond 

simple ratios by using the DuPont Model. Though TCS 

clearly has a higher ROE year on year, the DuPont 

Analysis tells the exact reason why.  

 

The Total Asset Turnover of TCS has always been more 

than 110 per cent whereas the Total Asset Turnover for 

Infosys has hovered around 80 per cent. Simply put, TCS 

manages its assets way better than Infosys and hence 

garners more profit out of its assets.  
 

When we conduct a regression analysis of the output of 

the DuPont Model, the high R Squared for both the 

companies support the DuPont Model by showing that 

around 98-99 per cent of the movement in ROE can be 

accredited to the movements in the three factors. This goes 

on to show that the DuPont Analysis is a very dependable 

model to determine various methods to interpret and 

enhance the profitability of the company.  

 

In the case of TCS, the coefficient of Financial leverage is 
-0.20 which says that if TCS keeps on increasing its 

Financial Leverage, it will show adverse implications on 

the ROE. The financial leverage of Infosys is lower than 

that of TCS and the coefficient goes on to show that 

increase in financial leverage will lead to a positive gain in 

ROE. This simply goes on to show the importance of 

using leverage in a controlled way and having a balanced 

leverage will add positively to the ROE.  
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