A STUDY ON EVALUATION OF FINANCIAL PERFORMANCE
USING
DUPONT ANALYSIS IN SELECTED COMPANIES
(TATA Consultancy Services, Hindustan Unilever Ltd., Reliance Industries Ltd.)

Abstract:
This study attempts to measurement of financial performance of selected top 3 companies in India from 2017-18  to 2022-23. To find the financial performance position of the organization, relevant ratios were analyzed and research tools like Mean, Standard deviation and also to test the significant relationship between the independent and dependent variables of the topics. The variables were tested with the help of correlation. The tested which supports the hypothesis is “t” test and analysis is being judged on the basis of “t” test. The research shows that selected COMPANIES is in sound position by analysis, the data and various performance measurement   ratios from the given period 2017-18  to 2022-23.
Keywords: - Net Profit, Financial Leverage, Asset Turnover, ROE. 
Introduction:
A method of performance measurement that was started by the DuPont Corporation in the 1920s. With this method, assets are measured at their gross book value rather than at net book value in order to produce a higher return on equity (ROE). It is also known as "DuPont identity". 
DuPont analysis tells us that ROE is affected by three things: 
1) Operating efficiency, which is measured by profit margin.
2) Asset use efficiency, which is measured by total asset turnover.
3) Financial leverage, which is measured by the equity multiplier.
DuPont analysis is an extended analysis of a company's return on equity. It concludes that a company can earn a high return on equity if:
1. It earns a high net profit margin;
2. It uses its assets effectively to generate more sales; and/or
3. It has a high financial leverage
DuPont equation provides a broader picture of the return the company is earning on its equity. It tells where a company's strength lies and where there is a room for improvement.
DuPont equation could be further extended by breaking up net profit margin into EBIT margin, tax burden and interest burden. This five-factor analysis provides an even deeper insight.
ROE = EBIT Margin × Interest Burden × Tax Burden × Asset Turnover × Financial Leverage



Objective of the Study:
1) To evaluate the Net profit with respect to sales.
2) To evaluate the performance with respect to Total Asset.
3) To evaluate the Financial Leverage of the Total assets with Equity.
Scope of the Study:
For our study, I selected three top COMPANIES   in India i.e. TATA Consultancy Services(TCS), Hindustan Unilever Ltd(HUL), Reliance Industries Ltd(RIL) .  This study covers 5 years published data from 2017-18 to 2022-23. These all 3 units are situated in India.

Literature review:
1. Blessing and Onoja (2015) agree that profitability, assets, liabilities and equities are significant ways of evaluating performance reports of companies and for making investment decisions. They note a general belief that published financial statements have failed in their responsibility to provide credible information for investors and other users of financial statements.

2. According to Dechow et al. (2010), the quality of earnings is recognized as higher when they provide more information about the features of a firm’s financial performance for decision making, which, in turn, depends on the specific situation. It has also been stated in prior literature that the accounting system influences both future profitability and market reactions of a firm (Demmer, 2015).

Research Methodology
1) Method of Data Collection: The research is fully based upon secondary data and the data was collected from the published annual report by internet.
2) Time period of the study: 2017-18 to 2022-23
3) Selection of the sample: Sample was selected from Top companies in India i.e. TATA Consultancy Services (TCS), Hindustan Unilever Ltd (HUL), Reliance Industries Ltd (RIL).


Limitations of the study:
a) The data was only analyzed   of   TATA Consultancy Services(TCS), Hindustan   
         Unilever Ltd (HUL), Reliance Industries Ltd (RIL).
b) Other companies are not taken into account.
c) Time and cost of the study are also limited.

Hypotheses: The following hypotheses were framed to conduct the analysis and evaluate the performance results of selected companies:
a) H01: There is no significance relationship between net profit   and Net Sales.
b) H11: There is a significance relationship between net profit   and Net Sales.
c) H02: There is no significance relationship between Total Assets and Net Sales.
d) H12 : There is a significance relationship between Total Assets and Net Sales.
e) H03: There is no significance relationship between Total Assets and Owner’s Equity.
f) H13: There is a significance relationship between Total Assets   and Owner’s Equity.


COMPANY PROFILE  

TATA Consultancy Services (TCS)
Tata Consultancy Services (TCS) is an Indian multinational information technology (IT) services and consulting company with its headquarters in Mumbai. It is a part of the Tata Group and operates in 150 locations across 46 countries. In July 2022, it was reported that TCS had over 600,000 employees worldwide. 
TCS is the second largest Indian company by market capitalization and is among the most valuable IT service brands worldwide. In 2015, TCS was ranked 64th overall in the Forbes "World's Most Innovative Companies" ranking, making it one of the highest-ranked IT services companies and a top Indian company. As of 2018, it is ranked eleventh on the Fortune India 500 list.[14] In September 2021, TCS recorded a market capitalization of US$200 billion, making it the first Indian IT tech company to do so. In December 2022, the market cap was Rs. 11, 71,481.89 crore. 
In 2016–2017, parent company Tata Sons owned 72.05% of TCS and more than 70% of Tata Sons' dividends were generated by TCS. 

Hindustan Unilever Ltd (HUL)
Hindustan Unilever Limited (HUL) is a British-owned Indian consumer goods company headquartered in Mumbai. It is a subsidiary of the British company Unilever. Its products include foods, beverages, cleaning agents, personal care products, water purifiers and other fast-moving consumer goods (FMCGs).
HUL was established in 1931 as Hindustan Vanaspati Manufacturing Co. Following a merger of constituent groups in 1956, it was renamed Hindustan Lever Limited. The company was renamed again in June 2007 as Hindustan Unilever Limited. 
Hindustan Unilever has been at the helm of a lot of controversies, such as dumping highly toxic mercury-contaminated waste in regular dumps, contaminating the land and water of Kodaikanal. (See: Kodaikanal mercury poisoning). The British company also faced major flak for an advertising campaign attacking the Hindu pilgrimage site at Kumbh Mela, calling it a "place where old people get abandoned," a move that was termed racist and insensitive. 
As of 2019, Hindustan Unilever's portfolio had 50+ product brands in 14 categories. The company has 21,000 employees and clocked sales of ₹34,619 crores in FY2017–18. 
In December 2018, HUL announced its acquisition of GlaxoSmithKline's India's consumer business for $3.8 billion in an all equity merger deal with a 1:4.39 ratio However the integration of GSK's 3,800 employees remained uncertain as HUL stated there was no clause for retention of employees in the deal. In April 2020, HUL completed its merger with GlaxoSmithKline Consumer Healthcare (GSKCH India) after completing all legal procedures. In December 2022, HUL's market cap was Rs. 638548.42 crore.
Hindustan Unilever's corporate headquarters are located in Andheri, Mumbai. The campus is spread over 12.5 acres of land and houses over 1,600 employees. Some of the facilities available for the employees include a convenience store, a food court, an occupational health centre, a gym, a sports & recreation centre and a day care centre. The Campus is designed by Mumbai-based architecture firm Kapadia Associates.
The company's previous headquarters were located in Backbay Reclamation, Mumbai at the Lever House, where it was housed for more than 46 years. 
The Hindustan Unilever Research Centre (HURC) was set up in 1966 in Mumbai, and Unilever Research India in Bangalore in 1997. In 2006, the company's research facilities were brought together at a single site in Bangalore. 

Reliance Industries Ltd (RIL)
Reliance Industries Limited is an Indian multinational conglomerate, headquartered in Mumbai. It has diverse businesses including energy, petrochemicals,   natural gas. Retail, telecommunications, mass media, and textiles. Reliance is one of the most profitable companies in India,  the largest publicly traded company in India by market capitalization,  and the largest company in India as measured by revenue.  It is also one of the largest employers in India, with over 300,000 employees in the world. 
The company is ranked 100th on the Fortune Global 500 list of the world's biggest corporations as of 2022.  Reliance continues to be India's largest exporter, accounting for 7% of India's total merchandise exports and it has access to markets in over 100 countries. Reliance is responsible for almost 5% of the Government of India's total revenue from customs and excise duty. It is also the highest income tax payer in the private sector in India. The company has relatively little free cash flow and high corporate debt. 

























Data Analysis and Interpretations
TATA Consultancy Services (TCS)
Table-1
NET PROFIT RATIO
	Year
	Net profit
	Net sales
	Ratio (%)

	2017-18
	25241
	97356
	25.9264966

	2018-19
	30065
	123170
	24.4093529

	2019-20
	33260
	131306
	25.3301449

	2020-21
	30960
	135963
	22.7709009

	2021-22
	38187
	160341
	23.8161169


Sources: Published annual report from 2017-18 to 2021-22 
  Statistical Analysis
	Arithmetic Average
	31543
	129627
	24.45%

	Growth Rate (%)
	51.29%
	64.70%
	-8.14%


Graphical Presentation 1:




Testing of the Hypotheses
Hypotheses 1:
H0: There is no significance relationship between Net profit and net sales.
Ha: There is a significance relationship between Net profit and net sales
Table 2: Correlation Results
	Correlation
	Results

	Karl Pearson coefficient of correlation
	0.9679

	Spearman’s Rank Correlation
	0.9



Table 2 Relate to Correlation results of net sales and net profit. Karl Pearson coefficient of correlation and Spearman Rank Correlation were used to test the Hypotheses  at 0.05 significant level between the net sales and  net profit with r = 0.9679 and 0.9 respectively, which shows high degree of correlation. 
D.O.f--- (n-2) =5-2=3
N=5
Table value of “t” test = 3.182
Calculated Value of “t” test = 6.67
The calculated value of t-test is 6.67 is more than table value. So null hypotheses are rejected and there is a significance relationship between net profit and net sales
 Table -3
  TOTAL ASSETS TURNOVER RATIO
	Year
	Net Sales
	Total Assets
	Ratio (%)

	2017-18
	97356
	91056
	1.06918819

	2018-19
	123170
	99500
	1.23788945

	2019-20
	131306
	104975
	1.25083115

	2020-21
	135963
	109381
	1.2430221

	2021-22
	160341
	121263
	1.32225823


Sources: Published annual report from 2017-18 to 2021-22 
      
Statistical Analysis
	Arithmetic Average

	31543
	105235
	29.88%

	Growth Rate (%)

	64.70%
	33.17%
	23.67%




Graphical Presentation 2:

Hypotheses 2:
H0: There is no significance relationship between Net Sales and total Assets.
Ha: There is a significance relationship between Net Sales and total Assets.

Table 4:                                               Correlation Results

	Correlation 
	Results

	Karl Pearson coefficient of correlation
	0.9876

	Spearman’s Rank Correlation
	+1


Table 4 Relate to Correlation results of net sales and net profit. Karl Pearson coefficient of correlation and Spearman Rank Correlation were used to test the Hypotheses  at 0.05 significant level between the net sales and  total assets with r = 0.9876 and +1 respectively, which shows high degree of Positive correlation. 
D.O.f--- (n-2) =5-2=3
N=5
Table value of “t” test = 3.182
Calculated Value of “t” test = 10.90. The calculated value of t-test is 10.90 is more than table value. So null hypotheses are rejected and there is a significance relationship between total assets and net sales.

 Table -5
 TOTAL ASSETS to  EQUITY RATIO(Leverage)
	Year
	Total Assets
	Equity
	Ratio (%)

	2017-18
	91056
	75866
	1.20022144

	2018-19
	99500
	78898
	1.26112195

	2019-20
	104975
	74368
	1.41156142

	2020-21
	109381
	74794
	1.46243014

	2021-22
	121263
	77173
	1.5713138


Sources : Published annual report from 2017-18 to 2021-22
     
 Statistical Analysis
	Arithmetic Average

	76220
	105235
	73.10%

	Growth Rate

	33.17%
	1.72%
	30.92%


Graphical Presentation 3:

Hypotheses 3:
H0: There is no significance relationship between Owner’s equity and Total assets.
H1: There is significance relationship between Owner’s equity and Total assets.

Table 6: Correlation Results
	Correlation
	Results

	Karl Pearson coefficient of correlation
	-0.0059

	Spearman’s Rank Correlation
	-0.1


Table 4 Relate to Correlation results of net sales and net profit. Karl Pearson coefficient of correlation and Spearman Rank Correlation were used to test the Hypotheses  at 0.05 significant level between the equity and  total assets with r = -0.0059 and -1 respectively, which shows low degree of negative correlation. 
D.O.f--- (n-2) =5-2=3
N=5
Table value of “t” test = 3.182
Calculated Value of “t” test = 0.0102
The calculated value of t-test is 0.0102 is less than table value. So null hypotheses are accepted and there is no significance relationship between total assets and equity.
Hindustan Unilever Ltd (HUL)
Table-7
NET PROFIT RATIO
	Year
	Net profit
	Net sales
	Ratio (%)

	2017-18
	5237
	33926
	15.4365383

	2018-19
	6036
	37660
	16.0276155

	2019-20
	6738
	38273
	17.6051002

	2020-21
	7954
	45311
	17.5542363

	2021-22
	8818
	50336
	17.5182772


Sources: Published annual report from 2017-18 to 2021-22 
  Statistical Analysis
	Arithmetic Average
	6957
	41101
	16.83%

	Growth Rate(%)
	68.38%
	48.37%
	13.49%
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Testing of the Hypotheses
Hypotheses 1:
H0: There is no significance relationship between Net profit and net sales.
Ha: There is a significance relationship between Net profit and net sales
Table 8: Correlation Results
	Correlation
	Results

	Karl Pearson coefficient of correlation
	0.9855

	Spearman’s Rank Correlation
	+1


Table 8 Relate to Correlation results of net sales and net profit. Karl Pearson coefficient of correlation and Spearman Rank Correlation were used to test the Hypotheses  at 0.05 significant level between the net sales and  net profit with r = 0.9855 and +1 respectively, which shows high degree of positive correlation. 
D.O.f--- (n-2) =5-2=3
N=5
Table value of “t” test = 3.182
Calculated Value of “t” test = 10.06
The calculated value of t-test is 10.06 is more than table value. So null hypotheses are rejected and there is a significance relationship between net profit and net sales
 
Table -9
  TOTAL ASSETS TURNOVER RATIO
	Year
	Net sales
	Total Assets
	Ratio(%)

	2017-18
	33926
	17149
	1.97

	2018-19
	37660
	17865
	2.11

	2019-20
	38273
	19602
	1.95

	2020-21
	45311
	68116
	0.67

	2021-22
	50336
	69737
	0.72


Sources: Published annual report from 2017-18 to 2021-22 
      Statistical Analysis
	Arithmetic Average

	 41101
	38494
	 1.484

	Growth Rate (%)

	48.37%
	306.65%
	63.45%
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Hypotheses 2:
H0: There is no significance relationship between net profit and total Assets.
Ha: There is a significance relationship between net profit and total Assets.


Table 10:                                               Correlation Results

	Correlation 
	Results

	Karl Pearson coefficient of correlation
	 0.941

	Spearman’s Rank Correlation
	 +1



Table 10 Relate to Correlation results of net sales and total assets. Karl Pearson coefficient of correlation and Spearman Rank Correlation were used to test the Hypotheses  at 0.05 significant level between the net sales and  total assets  with r = 0.941 and +1 respectively, which shows high degree of positive correlation. 
D.O.f--- (n-2) =5-2=3
N=5
Table value of “t” test = 3.182
Calculated Value of “t” test = 4.82
The calculated value of t-test is 4.82 is more than table value. So null hypotheses are rejected and there is a significance relationship between net profit and net sales

 Table -11
 EQUITY TO TOTAL ASSETS RATIO
	Year
	Equity
	Total Assets
	Ratio(%)

	2017-18
	7075
	17149
	41.2560499

	2018-19
	7659
	17865
	42.8715365

	2019-20
	8031
	19602
	40.9703092

	2020-21
	47434
	68116
	69.6370897

	2021-22
	48760
	69737
	69.9198417


Sources: Published annual report from 2017-18 to 2021-22 
      

Statistical Analysis
	Arithmetic Average

	23792
	38494
	52.93%

	Growth Rate

	589.19%
	306.65%
	69.48%
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Hypotheses 3:
H0: There is no significance relationship between Owner’s equity and Total assets.
H1: There is significance relationship between Owner’s equity and Total assets.

Table 12: Correlation Results
	Correlation
	Results

	Karl Pearson coefficient of correlation
	0.9998

	Spearman’s Rank Correlation
	+1


	
Table  12 Relate to Correlation results of net sales and net profit. Karl Pearson coefficient of correlation and Spearman Rank Correlation were used to test the Hypotheses  at 0.05 significant level between the total assets and  equity  with r = 0.9998 and +1 respectively, which shows high degree of positive correlation. 
D.O.f--- (n-2) =5-2=3
N=5
Table value of “t” test = 3.182
Calculated Value of “t” test = 86.59
The calculated value of t-test is 86.59 is more than table value. So null hypotheses are rejected and there is a significance relationship between equity and total assets.

Reliance Industries Ltd.
Table-13
NET PROFIT RATIO
	Year
	Net profit
	Net sales
	Ratio (%)

	2017-18
	33612
	290042
	11.5886665

	2018-19
	35163
	371616
	9.4621868

	2019-20
	30903
	336953
	9.1713088

	2020-21
	31944
	245667
	13.0029674

	2021-22
	39084
	423703
	9.2243859


   Sources: Published annual report from 2017-18 to 2021-22 
  Statistical Analysis
	Arithmetic Average
	34141
	333596
	10.49%

	Growth Rate (%)
	16.28%
	46.08%
	-20.40%
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Testing of the Hypotheses
Hypotheses 1:
H0: There is no significance relationship between Net profit and net sales.
Ha: There is a significance relationship between Net profit and net sales
Table 14: Correlation Results
	Correlation
	Results

	Karl Pearson coefficient of correlation
	0.7765

	Spearman’s Rank Correlation
	0.7



Table 14 Relate to Correlation results of net sales and net profit. Karl Pearson coefficient of correlation and Spearman Rank Correlation were used to test the Hypotheses  at 0.05 significant level between the net sales and  net profit with r = 0.7765 and 0.7 respectively, which shows high degree of positive correlation. 
D.O.f--- (n-2) =5-2=3
N=5
Table value of “t” test = 3.182
Calculated Value of “t” test = 2.1344
The calculated value of t-test is 2.1344 is less than table value. So null hypotheses are accepted and there is no significance relationship between net profit and net sales.
Table -15
  TOTAL ASSETS TURNOVER RATIO
	Year
	Net Sales
	Total Assets
	Ratio(%)

	2017-18
	290042
	617525
	0.470

	2018-19
	371616
	775745
	0.479

	2019-20
	336953
	971699
	0.347

	2020-21
	245667
	873673
	0.281

	2021-22
	423703
	878674
	0.482


Sources: Published annual report from 2017-18 to 2021-22 
      Statistical Analysis
	Arithmetic Average

	34141
	823463
	4.25%

	Growth Rate (%)

	46.08%
	42.29%
	2.55%




Graphical Presentation 8:

Hypotheses 2:
H0: There is no significance relationship between net sales and total Assets.
Ha: There is a significance relationship between net sales and total Assets.

Table 16:                                               Correlation Results

	Correlation 
	Results

	Karl Pearson coefficient of correlation
	0.2205

	Spearman’s Rank Correlation
	0.3


 Table 16 Relate to Correlation results of total assets and net sales. Karl Pearson coefficient of correlation and Spearman Rank Correlation were used to test the Hypotheses  at 0.05 significant level between the net sales and  total assets with r = 0.2205 and 0.3 respectively, which shows low degree of positive correlation. 
D.O.f--- (n-2) =5-2=3
N=5
Table value of “t” test = 3.182
Calculated Value of “t” test = 0.3916
The calculated value of t-test is 0.3916 is less than table value. So null hypotheses are accepted and there is no significance relationship between total assets and net sales.

 

 Table -17
 EQUITY TO TOTAL ASSETS RATIO
	Year
	Equity
	Total Assets
	Ratio(%)

	2017-18
	314632
	617525
	50.9504878

	2018-19
	405322
	775745
	52.2493861

	2019-20
	391214
	971699
	40.2608215

	2020-21
	474483
	873673
	54.308992

	2021-22
	471527
	878674
	53.6634747


Sources: Published annual report from 2017-18 to 2021-22 
      Statistical Analysis
	Arithmetic Average

	411436
	823463
	50.29%

	Growth Rate

	49.87%
	42.29%
	5.32%
















Graphical Presentation 9:


Hypotheses 3:
H0: There is no significance relationship between Owner’s equity and Total assets.
H1: There is significance relationship between Owner’s equity and Total assets.

	

Table 18: Correlation Results
	Correlation
	Results

	Karl Pearson coefficient of correlation
	0.6688

	Spearman’s Rank Correlation
	0.3


Table 18 Relate to Correlation results of equity and total assets. Karl Pearson coefficient of correlation and Spearman Rank Correlation were used to test the Hypotheses  at 0.05 significant level between the equity and total assets with r = 0.6688 and 0.3 respectively, which shows moderate degree of positive correlation. 
D.O.f--- (n-2) =5-2=3
N=5
Table value of “t” test = 3.182
Calculated Value of “t” test = 1.56
The calculated value of t-test is 1.56 is less than table value. So null hypotheses are accepted and there is no significance relationship between equity and total assets

 
Observations & Findings:


	Ratio / Company
	TCS (%)
	HUL (%)
	RIL (%)

	Net Profit Ratio
	 24.45
	16.83
	10.49

	 Assets Turnover Ratio
	29.88
	1.484
	4.25

	Equity to Total Assets Ratio
	73.10
	52.93
	50.29

	Return on Equity Ratio(ROE)
	5.34
	0.132
	0.2242

	Hypotheses
	Parameters
	TCS
	HUL
	RIL

	Hypotheses01--There is a significance relationship between net profit and net sales.

Hypotheses11--There is a significance relationship between net profit and net sales.

	






Net Profit Margin
	Null hypotheses(H01) are rejected and Alternate Hypotheses(H11) Accepted
There is a significance relationship between net profit and net sales
 

	Null hypotheses(H01) are rejected and Alternate Hypotheses(H11) Accepted
There is a significance relationship between net profit and net sales
 

	Null hypotheses(H01) are Accepted and Alternate Hypotheses(H11) Rejected
There is no significance relationship between net profit and net sales


	Hypotheses02 --There is no significance relationship between net sales and total assets.
Hypotheses12 –There is  a significance relationship between net sales and total assets
	


Total Assets Turnover Ratio
	


Null hypotheses (H02) are rejected and Alternate Hypotheses (H12) is Accepted. There is a significance relationship between total assets and net sales
	


Null hypotheses (H02) are rejected and Alternate Hypotheses (H12) are Accepted. There is a significance relationship between total assets and net sales
	


Null hypotheses (H02) are accepted and Alternate Hypotheses (H12) is rejected. There is no significance relationship between total assets and net sales

	Hypotheses03-- There is no significance relationship between equity and total assets.
Hypotheses13-- There is a significance relationship between equity and total assets.

	




TOTAL Assets to Equity Ratio
	




Null hypotheses (H03) are accepted and Alternate Hypotheses(H13) are rejected there is no significance relationship between equity and total assets
	



Null hypotheses (H03) are rejected and Alternate Hypotheses (H13) is accepted. there is no significance relationship between equity and total assets
	



Null hypotheses (H03) are accepted and Alternate Hypotheses(H13) are rejected there is no significance relationship between equity and total assets


Conclusions:
The overall performance of selected companies regarding was good but it was observed that the Net profit Ratio of TCS is higher than the HUL & RIL and the total asset turnover ratio of TCS was also higher than the HUL & RIL and Leverage (owner equity to Total Assets Ratio) of TCS was again also higher than the HUL & RIL. Overall performance of all these three companies was good but TCS is much better than other two companies. 
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