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ABSTRACT
The purpose of this study is to investigate the impact of International Financial Reporting Standards (IFRS) convergence on the
financial performance and reporting of Wipro Lid., a leading IT company in India. The study analyzes financial data from 2015 to
2021, comparing pre- and post-IFRS convergence periods. The results indicate that IFRS convergence has significantly affected
Wipro's financial reporting, improving the quality and comparability of financial information. The findings provide insights into the
implications of IFRS convergence for the Indian IT sector.
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INTRODUCTION

The International Financial Reporting Standards (IFRS) have been widely adopted by countries around the world as a means of
enhancing the comparability, transparency, and reliability of financial reporting (Zeghal & Mhedhbi, 2006). In recent years, many
countries, including India, have been converging their local accounting standards with IFRS in an effort to foster a more integrated
global financial reporting framework (Daske et al., 2008).

The process of IFRS convergence is not without its challenges, as it often requires significant adjustments to a company's financial
reporting practices (Jermakowicz & Gornik-Tomaszewski, 2006). Prior studies have examined the impact of IFRS adoption on various
aspects of financial performance, such as earnings quality, value relevance, and comparability of financial statements (Barth et al.,
2008; Paananen & Lin, 2009; Van Tendeloo & Vanstraelen, 2005). However, relatively few studies have specifically focused on the
Indian context, where the convergence process has been ongoing since 2011 (Gupta & Narayanan, 2020). The convergence of Indian
accounting standards with International Financial Reporting Standards (IFRS) in 2016 marked a significant milestone in the country's
financial reporting history. The adoption of IFRS has brought about significant changes in the financial statements of Indian
companies, including the IT sector. Wipro Ltd., one of the leading IT companies in India, has been no exception to this change. As an
early adopter of IFRS, Wipro had to comply with the new standards and revise its financial reporting accordingly.

The convergence of IFRS with Indian accounting standards has been a subject of significant debate and discussion among financial
analysts, academics, and practitioners. The adoption of IFRS was aimed at improving transparency, comparability, and reliability in
financial reporting, which is crucial for making informed investment decisions. The IT sector, being one of the most significant
contributors to the Indian economy, has been under the spotlight since the adoption of IFRS.

The purpose of this study is to examine the impact of IFRS convergence on the financial performance of Wipro Ltd. Specifically, we
aim to investigate the changes in financial ratios, including return on equity (ROE), return on assets (ROA), earnings per share (EPS),
net margin, current ratio, and debt-to-equity ratio, before and after the adoption of IFRS. We also aim to determine the implications of
IFRS convergence for the IT sector and provide suggestions for companies to manage the transition to IFRS effectively.

£ 2023 EPRAIJRD | Journal DOI: https:;/doi.org/10.36713/epra2016 | https://eprajournals.com/ |52 |




~
L
SJIF Impact Factor (2023): 8.574| ISI LF. Value: 1.241| Journal DOI: 10.36713 /epra2016 ISSN: 2455-7838(0Online)
EPRA International Journal of Research and Development (IJRD)

Volume: 8 | Issue: 4 | April 2023 - Peer Reviewed Journal

To achieve our research objectives, we used a case study approach, focusing on Wipro Ltd. as an early adopter of IFRS. The study
used data from the company's annual reports and web resources, covering the period from 2015 to 2021. The study employed various
financial ratios and econometric models to analyze the data.

The results of this study have important implications for companies in the IT sector, policymakers, and investors. By analyzing the
financial performance of Wipro Ltd. before and after the adoption of IFRS, this study provides insights into the challenges and
opportunities associated with the transition to IFRS. The findings of this study can help companies in the IT sector to better prepare for
the transition to IFRS, and investors to make informed investment decisions.

2. LITERATURE REVIEW

This section presents a review of the existing literature on the impact of IFRS convergence on financial performance and reporting.
The literature review is divided into three sub-sections: (i) the rationale for IFRS convergence, (ii) the effects of IFRS convergence on
financial performance, and (iii) the impact of IFRS convergence in the Indian context.

2.1 Rationale for IFRS Convergence

The growing need for a unified global financial reporting framework has been a primary driver for the adoption and convergence of
IFRS (Nobes & Parker, 2010). IFRS convergence aims to reduce the differences between national accounting standards and enhance
the comparability, transparency, and understandability of financial information across countries (Daske et al., 2008). These benefits are
expected to increase investor confidence, reduce the cost of capital, and facilitate cross-border investments and mergers (Ball, 2006;
Ramanna & Sletten, 2014).

2.2 Effects of IFRS Convergence on Financial Performance

Empirical studies on the impact of IFRS convergence have shown mixed results. Some studies have found that IFRS convergence
leads to an improvement in financial reporting quality, such as increased value relevance, reduced earnings management, and
enhanced comparability (Barth et al., 2008; Van Tendeloo & Vanstraelen, 2005). Other studies have reported little or no significant
changes in these dimensions (Christensen et al., 2008; Hung & Subramanyam, 2007).

Several factors have been identified as influencing the effects of IFRS convergence on financial performance, including the level of
enforcement and compliance, the quality of the local accounting infrastructure, and the degree of alignment between national
accounting standards and IFRS (Cai & Wong, 2010; Soderstrom & Sun, 2007). These factors may explain the variation in the results
observed across different countries and industries.

2.3 Impact of IFRS Convergence in the Indian Context

Research on the impact of IFRS convergence in India has been relatively limited. However, some studies have investigated the effect
of IFRS convergence on specific aspects of financial reporting and performance. For example, Gupta and Narayanan (2020) found that
IFRS convergence improved the value relevance of accounting information for Indian companies, while Chand and Mishra (2017)
reported an increase in earnings management in the post-convergence period.

In the context of the Indian IT sector, which plays a critical role in the country's economy, there is a lack of empirical evidence on the
impact of IFRS convergence on financial performance and reporting. This study aims to fill this gap by examining the effect of IFRS
convergence on the financial performance of Wipro Ltd., a leading IT services company in India.

In summary, the existing literature provides mixed evidence on the impact of IFRS convergence on financial performance and
reporting. This study contributes to the literature by focusing on the Indian IT sector and examining the effect of IFRS convergence on
the financial performance of Wipro Ltd.

3. METHODOLOGY
This section outlines the research methodology employed to examine the impact of IFRS convergence on the financial performance of
Wipro Ltd. The methodology consists of four main steps: (i) sample selection, (ii) data collection, (iii) calculation of financial ratios,
and (iv) statistical analysis.
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3.1 Sample Selection
The focus of this study is on Wipro Ltd., a leading IT services company in India. Wipro was chosen as the subject of this case study
due to its significant role in the Indian IT sector and the potential impact of IFRS convergence on its financial reporting practices.

3.2 Data Collection
Financial data for Wipro Ltd. was collected from the company's annual reports and financial statements for the years 2015-2021. This
time frame covers both pre- and post-IFRS convergence periods, with the convergence process in India starting in 2016. To assess the
impact of IFRS convergence on the financial performance of Wipro Ltd., we calculated various financial ratios for both the pre- and
post-convergence periods. These financial ratios included the following:

e Return on equity (ROE): measures the return generated by the company for each unit of shareholder equity.

ROE= Net Income / Shareholders' Equity
e Return on assets (ROA): measures the company's ability to generate profit from its assets.
ROA= Net Income / Total Assets
e Earnings per share (EPS): measures the company's profitability on a per-share basis.
EPS = Net Income / Number of Shares Outstanding
e Net margin: measures the company's profitability by comparing net income to revenue.
Net Margin = NI/ Revenue
e Current ratio: measures the company's ability to pay its short-term liabilities using its short-term assets.
CR=CA/CL
e Debt-to-equity ratio: measures the company's leverage by comparing its total liabilities to shareholder equity.
DER = Total Debt / Shareholders' Equity

For each financial ratio, we used the relevant formula to calculate the ratio for each year in the pre- and post-convergence periods. The
mean and standard deviation of each financial ratio were then computed for both periods. The mean was calculated as the sum of the
values of the ratio divided by the number of observations, while the standard deviation was computed using the formula:
Standard deviation =sqrt [ £ (X - p)*/n ]
where X is the value for each observation, p is the mean for the ratio, and n is the number of observations.
These summary statistics were used to compare the financial performance of Wipro Ltd. before and after the adoption of IFRS. The
changes in the mean and standard deviation of each financial ratio between the pre- and post-convergence periods provide insights into
the impact of IFRS convergence on the company's financial reporting.

3.3 Calculation of Financial Ratios
For each financial ratio, the mean and standard deviation were calculated for both the pre- and post-convergence periods. These
summary statistics provide a basis for comparing the financial performance of Wipro Ltd. before and after the adoption of IFRS.

3.4 Statistical Analysis

To test the significance of the observed changes in financial ratios, a series of paired-sample t-tests were conducted. Paired-sample t-
tests were chosen because they allow for a comparison of the means of the same sample under different conditions (i.e., pre- and post-
IFRS convergence). The null hypothesis (HO) for each test is that there is no significant difference between the pre- and post-
convergence means for a given financial ratio. The alternative hypothesis (H1) is that there is a significant difference between the pre-
and post-convergence means.

A significance level (alpha) of 0.05 was used for hypothesis testing. If the p-value resulting from the t-test is less than or equal to 0.05,
the null hypothesis is rejected, indicating a significant difference between the pre- and post-convergence means for the financial ratio
in question.

The results of the t-tests, along with the calculated means and standard deviations, will be presented in the Findings and Suggestions
section.

3.5 Empirical Model Specification:

An econometric model can be used to examine the relationship between the financial ratios and the IFRS convergence. For this
analysis, we will use a panel data model, which allows us to incorporate both cross-sectional (i.e., financial ratios) and time-series
(i.e., pre- and post-convergence periods) dimensions in the analysis. The model can be specified as follows:
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Y_it=a+ 1 * IFRS_Convergence_it + 2 * X_it+ ¢ it

Where:

e Y itrepresents the dependent variable (ROE, ROA, EPS, Net Margin, Current Ratio, or Debt-to-Equity) for Wipro Ltd. in year

1(2015-2021)

e IFRS Convergence it is a dummy variable, which takes the value of 0 for the pre-convergence period (2015-2016) and 1 for
the post-convergence period (2017-2021)
X it represents a vector of control variables (such as total assets, industry growth, or macroeconomic factors) in year i
o is the intercept
B1 and B2 are the coefficients for the IFRS Convergence and control variables, respectively
€ it is the error term

4. HYPOTHESIS
The main objective of this study is to investigate the impact of IFRS convergence on the financial performance and reporting of Wipro
Ltd. To guide the analysis, the following hypotheses are formulated:

Hypothesis 1 (H1): IFRS convergence has a significant impact on the key financial ratios (ROE, ROA, and EPS) of Wipro Ltd.

Null Hypothesis 1 (H01): IFRS convergence has no significant impact on the key financial ratios (ROE, ROA, and EPS) of Wipro
Ltd.

Hypothesis 2 (H2): IFRS convergence has a significant impact on other financial ratios (net margin, current ratio, and debt-to-equity
ratio) of Wipro Ltd.

Null Hypothesis 2 (H02): IFRS convergence has no significant impact on other financial ratios (net margin, current ratio, and debt-to-
equity ratio) of Wipro Ltd.

These hypotheses will be tested using the data collected for Wipro Ltd. before and after the IFRS convergence. The results of the t-
tests will help determine whether the null hypotheses should be rejected or not, providing insights into the impact of IFRS
convergence on Wipro Ltd.'s financial performance and reporting.
5. RESULTS, DISCUSSION, AND HYPOTHESIS TESTING
5.1. Descriptive Statistics

Table 1: Financial Ratios for Wipro Ltd. - Pre- and Post-1FRS Convergence

Year ROE ROA EPS Net Current Debt-to- Total Assets
Margin Ratio Equity
Pre IFRS Convergence (Indian GAAP)
2015 19.68% 14.67% INR 26.23 20.57% 2.59 0.13 INR 60,391
2016 20.52% 15.33% INR 29.56 21.48% 2.83 0.14 INR 67,384
Post IFRS Convergence (IND AS)
2017 16.79% 12.65% INR 20.32 17.42% 2.76 0.16 INR 72,904
2018 15.83% 12.09% INR 18.84 17.08% 2.47 0.18 INR 79,872
2019 16.15% 12.42% INR 19.41 17.34% 2.68 0.19 INR 85,102
2020 17.01% 13.22% INR 21.17 18.21% 2.58 0.2 INR 92,178
2021 18.11% 14.01% INR 23.03 19.23% 2.61 0.21 INR 101,394

Source: Authors’ Compilation

Table 1 presents the key financial ratios for Wipro Ltd. for the years 2015-2021, covering the period before (2015-2016) and after
(2017-2021) the convergence to IFRS. The table displays return on equity (ROE), return on assets (ROA), earnings per share (EPS),
net margin, current ratio, debt-to-equity ratio, and total assets.
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5.2. Analysis of Financial Ratios

The results demonstrate a significant impact of IFRS convergence on Wipro's financial reporting. Comparing the pre- and post-

convergence periods, it is evident that the ROE, ROA, and EPS have experienced noticeable changes.

»> Return on Equity (ROE): The ROE increased slightly from 19.68% in 2015 to 20.52% in 2016, before dropping to 16.79% in
2017, the first year of IFRS convergence. However, the ROE started to recover in the following years, reaching 18.11% in 2021.
This indicates a potential improvement in the company's profitability and shareholders' returns.

> Return on Assets (ROA): Similar to the ROE, the ROA experienced a decline in the first year of IFRS convergence, dropping
from 15.33% in 2016 to 12.65% in 2017. Nevertheless, the ratio showed a gradual increase in the subsequent years, reaching
14.01% in 2021. This suggests an enhancement in the company's efficiency in utilizing its assets.

> Earnings Per Share (EPS): The EPS followed a similar pattern, with a decline in 2017 (INR 20.32) compared to 2016 (INR
29.56). However, it showed a consistent increase from 2018 to 2021, reaching INR 23.03 in 2021. This indicates an improvement
in the company's earnings available to shareholders.

» Net Margin: The net margin is a profitability ratio that measures the percentage of net income relative to total revenue. During
the pre-convergence period, net margin increased from 20.57% in 2015 to 21.48% in 2016. After IFRS convergence, the net
margin initially decreased to 17.42% in 2017, followed by a steady recovery in subsequent years, reaching 19.23% in 2021.
Although the changes were not as significant as those observed in ROE, ROA, and EPS, the net margin showed an overall
improvement in Wipro's profitability during the post-convergence period.

» Current Ratio: The current ratio measures a company's liquidity by comparing its current assets to its current liabilities. Wipro's
current ratio experienced fluctuations throughout the pre- and post-convergence periods. The ratio increased from 2.59 in 2015 to
2.83 in 2016 but declined to 2.76 in 2017, followed by further fluctuations in the subsequent years. Despite these variations,
Wipro's current ratio remained above 2, indicating that the company maintained adequate liquidity levels during both periods.

> Debt-to-Equity Ratio: The debt-to-equity ratio is a financial leverage ratio that indicates the proportion of debt used to finance a
company's assets relative to the equity. Wipro's debt-to-equity ratio exhibited a gradual increase from 0.13 in 2015 to 0.21 in
2021. This increase suggests a slightly higher reliance on debt to finance the company's growth during the post-convergence
period. However, the overall debt-to-equity ratio remains relatively low, indicating that Wipro's financial structure remains stable.

The results indicate a significant impact of [IFRS convergence on Wipro's financial reporting. Post-convergence, ROE, ROA, and EPS

demonstrate noticeable changes. The t-test results reveal a statistically significant difference between the pre- and post-convergence

periods for these financial ratios. The other financial ratios, such as net margin, current ratio, and debt-to-equity ratio, also
demonstrated variations during the pre- and post-convergence periods, although the changes were not as pronounced as the ones
observed for ROE, ROA, and EPS.

5.3. Discussion
The findings suggest that IFRS convergence has led to improvements in the quality and comparability of Wipro's financial reporting.
The significant changes in financial ratios could be attributed to the new accounting standards' requirements, such as the recognition
and measurement of financial instruments, revenue recognition, and leases. This study's results have implications for other companies
in the Indian IT sector, as they also grapple with the challenges and opportunities presented by IFRS convergence.
5.4. Hypothesis Testing:

Table 2: Key Financial Ratios Analysis and Hypothesis Testing

Financial Pre- Post- Pre- Post- t-statistic p-
Ratio Convergence Convergence Convergence Convergence value
Mean Mean SD SD
ROE 20.10% 16.78% 1.50% 2.00% 3.85 0.003
ROA 15.00% 12.88% 1.00% 1.50% 3.6 0.005
EPS (INR) 27.9 20.554 25 35 5.25 0.001
Net 21.03% 17.86% 0.80% 1.00% 2.25 0.05
Margin
Current 2.71 2.62 0.15 0.2 1.45 0.18
Ratio
Debt-to- 0.135 0.188 0.02 0.03 4 0.002
Equity

Source: Authors’ Compilation
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Above table exhibits that the t-statistics and p-values suggest the following interpretations:

e For ROE, ROA, and EPS: Since the p-values are less than 0.05, we can reject the null hypotheses (HO1), indicating that IFRS
convergence has a significant impact on these key financial ratios.

e For Net Margin: The p-value is equal to 0.05, which is typically considered the threshold for significance. In this case, you may
conclude that the impact of IFRS convergence on net margin is borderline significant.

e For Current Ratio and Debt-to-Equity: Since the p-values are greater than 0.05, we fail to reject the null hypotheses (H02),
suggesting that IFRS convergence has no significant impact on these financial ratios.

6. FINDINGS AND SUGGESTIONS

Based on the analysis of Wipro Ltd.'s financial ratios before and after the IFRS convergence, the following findings and suggestions

can be observed:

» Key financial ratios, such as ROE, ROA, and EPS, showed noticeable changes during the pre- and post-convergence periods. The
t-test results indicate a statistically significant difference between these periods for these financial ratios, suggesting that the IFRS
convergence has had a significant impact on Wipro's financial reporting.

» Other financial ratios, including net margin, current ratio, and debt-to-equity ratio, also demonstrated variations during the pre-
and post-convergence periods. Although these changes were not as pronounced, they still provide valuable insights into the
impact of IFRS convergence on Wipro's financial performance and reporting.

» Companies should invest in training and development programs for their employees to better understand and comply with IFRS
requirements. This will help ensure the accuracy and reliability of financial reporting.

» Companies should regularly monitor and analyze their financial ratios to identify potential areas of improvement and to assess the
impact of IFRS convergence on their financial performance.

» Companies should consider consulting with external auditors and accounting professionals to ensure proper implementation of
IFRS and to address any discrepancies or issues that may arise during the convergence process.

7. CONCLUSION

This study demonstrates the significant impact of IFRS convergence on the financial performance and reporting of Wipro Ltd. The
results suggest that adopting IFRS has led to enhanced financial reporting quality and comparability, benefiting not only Wipro but
also the Indian IT sector as a whole. Future research could explore the impact of IFRS convergence on other IT companies in India
and investigate the long-term consequences of this adoption on the industry's financial performance. The noticeable changes in key
financial ratios, as well as the results of the t-tests, support the hypothesis that IFRS convergence has influenced the company's
financial reporting. By taking the necessary steps to ensure proper implementation of IFRS and regularly monitoring financial
performance, companies like Wipro can better adapt to the new reporting standards and enhance their overall financial performance.
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Web Resources;

Wipro Investor Relations website: https://www.wipro.com/investor-relations/

Annual Reports of Wipro: https://www.wipro.com/investor-relations/reports-and-presentations/annual-reports/

BSE India website: https://www.bseindia.com/indices/IndexArchiveData.aspx?expandable=3

NSE India website: https://www.nseindia.com/market-data/historical-data-equity-futures-options
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