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Abstract: Accounting information provides past and current financial information about an economic unit to 

business managers, potential investors, and other interested parties. Internally-generated accounting information 

to help business managers with planning, controlling, and making decisions is referred to as managerial 

accounting information. This information is used primarily by internal users, and most of it is not required to be 

presented publicly on the company’s financial statements. On the other hand, financial accounting information is 

targeted towards external users who have no control over the actual preparation of the reports and do not have 

access to the underlying details. Therefore, the ability to understand and compare financial reports directly 

depends upon standardization of the principles and practices that are used to prepare the reports. In this paper 

the focus will be on the IFRS implementation disclosure, market capitalization and profitability in selected sample. 

Keywords: IFRS implementation disclosure, market capitalization and profitability. 

__________________________________________________________________________________________ 

 

I. INTRODUCTION 

Countries around the world have had their own national accounting standards. However, with such a compulsion 

to be part of the globalization movement, wherein business across national boundaries are realizing that it is an 

astute business strategy to embrace the world as their workplace and marketplace, having different rules or 

standards of accounting for the purposes of reporting financial results would not help them at all; rather, it would 

serve as an impediment to the smooth flow of information. Businesses, therefore, have realized that they need to 

talk to each other in a common language. IFRS are clearly emerging as a global financial reporting benchmark 

and most countries have already started using them as their benchmark standard for listed companies. With the 

recent issuance of IFRS for Small and Medium Enterprises, a stand-alone set of standards for private entities that 

do not have public accountability, the global reach of the IASB is further enhanced. However, if these international 

standards are not applied uniformly across the world, due to interpretational differences, then their effectiveness 

as a common medium of international financial reporting will be in question. If the different entities within the 

region apply them differently based on their interpretation of the standards, it would make global comparison of 

published financial statements of entities using IFRS difficult. 

 

II. DISCUSSION OF THE PROBLEM 

This paper has been taken with an intention to contribute to the picture of international harmonization of financial 

reporting and how far Countries have advanced for IFRS implementation. The study might be interesting for those 

who are interested in international questions and international accounting. It might also be useful to other countries 

whose companies have subsidiaries in countries of study and other parties who operate internationally. 

The research will seek answer: A question like: 

 How far the implementation of IFRS has taken place? 

 

III. REVIEW OF LITERATURE 

Devalle, A., Onali, E. and Magarini, R. (2010), since 2005, European-listed companies have been required to 

prepare their consolidated financial statements in accordance with the International Financial Reporting Standards 

(IFRS). They examine whether value relevance increased following the introduction of IFRS, using a sample of 

3,721 companies listed on five European stock exchanges: Frankfurt, Madrid, Paris, London, and Milan. They 

http://www.iasir.net/


Robert Mosomi Ombati et al., International Journal of Engineering, Business and Enterprise Applications, 19(1), December 2016-February 

2017, pp. 34-43 

IJEBEA 17-109; © 2017, IJEBEA All Rights Reserved                                                                                                                            Page 35 

find mixed evidence of an increase in value relevance. However, the influence of earnings on share price increased 

following the introduction of IFRS in Germany, France, and the United Kingdom, while the influence of book 

value of equity decreased (except for the United Kingdom). 

Erchinger, H. (2012),International Financial Reporting Standards (IFRS) are now required or permitted for use 

by companies in more than 100 countries, including the majority of the G20 members. However, domestic public 

companies domiciled in the United States (US) continue to be required to file financial statements with the 

Securities and Exchange Commission (SEC) in accordance with US Generally Accepted Accounting Principles 

(US GAAP), and are prohibited from preparing them based on IFRS. This article describes the developments of 

IFRS-related activities and initiatives in the US over the period 2007–2012, and provides an overview of the 

current status regarding potentially incorporating IFRS into the US financial reporting system based on recently 

issued reports by the SEC. 

Redmayne, N. B. and Laswad, F. (2013),While many countries have adopted International Financial Reporting 

Standards (IFRS) for private sector enterprises, New Zealand (NZ), Australia and the United Kingdom adopted 

IFRS for all sectors, including the public sector. This approach is consistent with the concept of sector-neutral 

accounting standards that gained wide acceptance in NZ and Australia in the early 1990s. Although a number of 

studies have assessed the impact of IFRS adoption in the private sector, and the public sector has provided some 

evidence as to the effects of IFRS adoption on financial statements, the costs of adopting IFRS have not been 

examined. One measure of cost is the change in audit fees in an IFRS reporting environment. The authors examine 

the impact of IFRS adoption in the NZ public sector on audit fees and audit effort. They obtained data regarding 

audit fees and audit effort in the NZ public sector and compared the pre-adoption year with the first year of 

adoption for all segments. Their results indicate a substantial increase in audit fees and audit effort in the first year 

of IFRS adoption for all segments, with some variation across the segments. Two sectors, local authorities and 

energy companies, have had significant increases in audit fees and audit effort. These findings provide some 

empirical evidence regarding the cost of transition to IFRS and are of interest to researchers and regulators in 

countries that are currently considering transitioning to IFRS or IFRS-based International Public Sector 

Accounting Standards in reporting for the public sector. 

Stent, W., Bradbury, M. and Hooks, J. (2013), They use content analysis to investigate what discretionary 

narrative disclosures reveal about firms’ responses and attitudes to adoption of International Financial Reporting 

Standards (IFRS). Specifically, they apply a framework adapted from Smith and Taffler (2000) to examine annual 

reports of first-time adopters of IFRS from 2005 to 2008 in New Zealand. Their ‘form-oriented’ results reveal that 

the extent of such disclosures is limited in spite of material differences to financial statement information caused 

by IFRS adoption. To the extent that this reflects the importance that firms attach to IFRS adoption, these findings 

are contrary to prior literature suggesting that IFRS adoption is a significant event in accounting history with 

potential important consequences for capital markets and the quality of accounting information. Applying 

meaning-oriented analysis, they find that ‘importance’ of IFRS adoption is the most dominant theme and that 

specific descriptions of IFRS impacts on financial statements are more prevalent than vague or general 

descriptions. Evaluative comments regarding the consequences of IFRS adoption are predominantly negative. 

Early (voluntary) adopters provide approximately twice as much narrative disclosure as late adopters, offering 

significantly more information about IFRS importance and impacts. There is, however, no significant difference 

between early and late adopters with regard to evaluative comments. 

Frino, A., Palumbo, R., Capalbo, F., Gerace, D. and Mollica, V. (2013), this article examines the effect of 

increased corporate information disclosure on stock liquidity. Using the adoption of International Financial 

Reporting Standards (IFRS) in Italy as a natural experiment they extend previous work examining the effect on 

one measure of liquidity—bid-ask spreads—to others, specifically depth and the price impact of transactions (or 

effective bid-ask spreads). Consistent with previous research they find that bid-ask spreads of stocks decline 

following the introduction of IFRS, which implies that stock liquidity increases for small traders. However, they 

also provide evidence that depth at the best quotes declines, which challenges the proposition that liquidity 

increases for large trades following an increase in disclosure. In additional tests, they find that effective bid-ask 

spreads of block trades also decline following the introduction of IFRS. Overall, this evidence confirms that stock 

liquidity for both small and large trades increases following an increase in corporate information disclosure. 

 

IV. OBJECTIVE OF THE STUDY 

The Objective of this research is: 

 To find-out the disclosure made under IFRS implementation  

 To assess the relationship of disclosure with profitability and market capitalisation of sample units. 

 

V. HYPOTHESIS OF THE STUDY 

 H1 Implementation of IFRS tends to improve the profitability and Market capitalization of the company. 
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VI. SUBJECT OF INQUIRY 

When doing research there are two ways of gathering and processing the data: Quantitative and Qualitative 

research. Quantitative research is commonly used for statistical purposes where there is a lot of measurable data 

present. The nature of data is easily validated and can be presented numerically. The difficulty for the reader is to 

know whether the data is correct or what could be potentially be missing. It is hard to evaluate a number; the 

method of data gathering must therefore be thoroughly scrutinized. As Mark Twain said, that there are three kinds 

of untruths: lies, damn lies and statistics. This research data has been collected mainly through Primary and 

secondary sources. The drawback is that the result heavily depends on the author’s own competence as subjective 

views can be easily influence the material.  Andersen I. (1998) describes several different aims or goals for 

research with a deeper involvement per each step: descriptive, explorative/problem-identifying, 

explanatory/understanding, diagnostic, problem-solving/normative and intervention-oriented. The aim of this 

paper is to find out how listed companies are disclosing their implementation of IFRS. 

NUMBER OF RESPONDENTS: for the current paper data has been collected from 200 respondents including 

Auditors, Accountants and Managers working in the selected companies. 

 

VII. SELECTION OF THE SAMPLE 

In the current study purposive sampling method has been used to select the sample. The sample of the current 

study consists of 15 companies from 5 countries including India, Russia, China, Kenya and Germany. The details 

of the sample companies are provided in the table 2.1 as under:  

 

Table 2.1:  List of Companies Included in the Study that adopted IFRS 

Indian Companies Using IFRS 
Area of Operation Year of 

Establishmen

t 

Name of Company Total Assets 

2014 

Turnover 

2014 

Market Capitalization 

2014 

IT services company & 

Consulting 

1981 Infosys ltd 

 

US$119.53 

billion 

US$8.24 billion  US$31.11 billion  

IT services, IT consulting 1945 Wipro ltd 
 

US$8.37 
billion 

 US$7.3 billion US$5.75 billion 

Pharmaceutical company 1984 Dr. Reddy’s 

Laboratory 

US$1.8 billion US$2.1 billion US$300 Million 

 

Russian Companies Using IFRS 
Area of Operation Year of 

Establishment 

Name of Company Total Assets Turnover Market 

Capitalization 

Automotive 1991 INTERCOS-IV Ltd. US$6.9  

billion 

US$ 5.57 

billion 

US$1.2 

 billion 

Telecommunications 2006 METROCOM Ltd. US$13.7 
billion 

US$28.41 
billion  

US$5.1 
billion 

Power Industry and 

Electrification 

1992 JSC LENENERGO US$1.8 

million 

US$1.0 

million 

US$0.8 million 

 

Chinese Companies Using IFRS. 
Area of Operation Year of 

Establish 

Name of Company Total Assets Turnover Market 

Capitalization 

Automotive 1953 Chang Chun 

FawSihuan 

automobile Co. Ltd 

US$ 6.42billion  US$ 292.7 

billion 

 US$ 34.57billion 

Consulting 
Professional Services 

1998 Eurasia Group Co. 
Ltd 

US$ 4.8 billion US$ 75-
100million 

US$18.4 billion 

Conglomerate 1993 Yatai Group Co. Ltd US$ 14.2 billion US$ 81.34 

million 

US$ 22.81 billion 

 

Kenyan Companies Using IFRS 
Area of Operation Year  Name of Company Total Assets Turnover Market 

Capitalization 

Financial Services 2005 Eco-bank Kenya 
Limited 

US$427.6 
million 

US$10.3 
million 

US$ US$ 

Transport Services 1978  Kenya Port 

Authority 

US$532.7 

million 

US$ 24 Billion  US$ 478 million 

Telecommunications 1997 Safaricom Limited US$293.103 
million 

US$1.428 
Billion  

US$198.850 million 

http://en.wikipedia.org/wiki/Consultant
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Germany Companies Using IFRS 
Area of Operation Year Name of Company Total Assets Turnover Market 

Capitalization 

Financial services 1891 Allianz Worldwide US$ 624.95 billion US$115.45 
billion 

US$ 46.56  
billion 

Automotive 1998 DaimlerChrysler €162.978 billion €114.297 billion €8.615 

billion (2012) 

Banking,  
Financial services  

1870 Deutsche Bank Group €1.611 trillion €31.91 
 billion 

€54.71 
 billion 

 

VIII. RELIABILITY AND VALIDITY OF DATA 

It will be important that material used in any report is trustworthy and relevant to the subject at hand. The leader 

must have the possibility to review sources and methodology in order to draw the necessary conclusions-this will 

be done by an appraisal of the reliability and validity. For this purpose the above table 2.1 has shown the credibility 

and Strength of the selected companies.  

For primary data collected for the research work, Cronbach‘s alpha (α) scale is used to test the reliability of the 

measurement scales. It is generally agreed that Cronbach‘s alpha of 0.70 is the lower limit for testing reliability 

(Hair, et al., 2006). The alpha values of all the items are over 0.70. Therefore, tomeasureitems of the questionnaire 

is reliable. The current study has the value of Cronbach’salpha (α) 0.867 which is far better than the required 

average and thus it can be said that the data is reliable.  

 

IX. COLLECTION OF DATA 

There are two ways of data collection: from primary sources or secondary sources. Primary data is the data 

especially collected for specific purpose by the researcher himself. Secondary data is when the material has been 

collected by others and thus might have been influenced by them. 

A. Primary data  

In the current study primary data has been collected through questionnaire which contained demographical type 

of variables with yes/no options, variables regarding IFRS information, Likert scale, variables regarding 

satisfaction of respondent opinions has been sort from Auditors, Managers and Accountants on the use of IFRS 

in their companies, open ended descriptive variables and suggestions for implementations in their companies were 

also sort for. The questionnaire was divided into 9 parts A to G each part having different variables like; IFRS 

information, satisfaction of the Auditors, Accountants and Managers regarding use of IFRS in their companies, 

Factors Influencing IFRS implementation, problem faced with the Current Adoption of IFRS, benefits of IFRS 

and suggestions for implementing it in their and various other companies. 

Primary data has been obtained through a questionnaire prepared for the respondents selected. 

 Auditors  

 Accountants 

 Managers 

B. Secondary data  

Secondary information has been obtained from various databases like; Bulletins, magazines, books from library 

journals, annual reports of various companies, PROWESS, Capital line, India Info line and the web sites of the 

respective Companies. 

  

X. TOOLS AND TECHNIQUES USED 

A.  One sample ‘t’ test 

The one-sample t-test is used to determine whether a sample comes from a population with a specific mean. This 

population mean is not always known, but is sometimes hypothesized. One-sample t-test using SPSS, as well as 

interpret and report the results from this test. To test whether the responses are statistically valid for given sample 

size, one sample student‘t’ test is applied with significance value chosen at 0.05. 

B. Correlation 

Dependence or association is any statistical relationship, whether causal or not, between two random variables or 

two sets of data. Correlation is any of a broad class of statistical relationships involving dependence, though in 

common usage it most often refers to the extent to which two variables have a linear relationship with each other. 

Familiar examples of dependent phenomena include the correlation between the physical statures of parents and 

their offspring, and the correlation between the demand for a product and its price. Correlations are useful because 

they can indicate a predictive relationship that can be exploited in practice. 

C. ANOVA 

Analysis of variance (ANOVA) is a collection of statistical models used to analyse the differences between group 

means and their associated procedures (such as "variation" among and between groups). In its simplest form, 
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ANOVA provides a statistical test of whether or not the means of several groups are equal, and therefore 

generalizes t-test to more than two groups. Doing multiple two-sample t-tests would result in an increased chance 

of committing a type I error (the incorrect rejection of a true null hypothesis). For this reason, ANOVAs are useful 

in comparing (testing) three or more means (groups or variables) for statistical significance. 

D. Chi Square test 

A chi-squared test, also written as χ2 test, is any statistical hypothesis test wherein the sampling distribution of 

the test statistic is a chi-squared distribution when the null hypothesis is true. Without other qualification, 'chi-

squared test' often is used as short for Pearson's chi-squared test. Chi-squared tests are often constructed from a 

sum of squared errors, or through the sample variance. Test statistics that follow a chi-squared distribution arise 

from an assumption of independent normally distributed data, which is valid in many cases due to the central limit 

theorem. A chi-squared test can be used to attempt rejection of the null hypothesis that the data are independent. 

E. Regression Analysis 

Regression analysis is a statistical process for estimating the relationships among variables. It includes many 

techniques for modelling and analysing several variables, when the focus is on the relationship between a 

dependent variable and one or more independent variables. More specifically, regression analysis helps one 

understand how the typical value of the dependent variable (or 'Criterion Variable') changes when any one of the 

independent variables is varied, while the other independent variables are held fixed. In present study, linear 

regression analysis is used to identify the factors contributing formation of bank brand image. 

 

XI. VARIABLES USED FOR DISCLOSURE ANALYSIS (IFRS COMPLIANCE) 

The companies selected for the use of the current study must be having the basic background of using IFRS in 

this past so that it can be said that the sample selection is logical and proven to be worthy for the inclusion of the 

research. For this purpose some selected variables were selected for the purpose of measuring reliability on the 

basis of their disclosure of use of IFRS, which is shown in table-4.10 as under: 

Table-4.10: Variables used for Disclosure Analysis (IFRS Compliance) 

IFRS Disclosure Points 

 IFRS 1 First-

time Adoption 

of International 

Financial 

Reporting 

Standards 

1. The entity enters into any business combinations before the date of transition to IFRSs. 

2. Entity granted any equity instruments prior to the date of transition that fall within the scope of IFRS 2. 

3. The entity recognised items of property, plant and equipment in the opening IFRS statement of financial 
position. 

4. The entity recognised items of investment property in the opening IFRS statement of financial position. 

5. The entity recognised intangible assets (other than goodwill) in the opening IFRS statement of financial 

position. 

6. The entity become a first-time adopter later than its parent or an entity that has significant influence or joint 
control over it. 

7. The entity becomes a first-time adopter later than its subsidiary, associate or joint venture. 

8. The entity becomes a first-time adopter for its separate financial statements earlier or later than for its 
consolidated financial statements. 

9. The entity recognises any compound financial instruments under previous GAAP. 

10. The entity has obligations to dismantle, remove and restore items of property, plant and equipment at the date 

of transition to IFRSs. 

 IFRS 2 Share-

based Payment 

  

  

  

  

  

  

1. The entity enter into transactions with employees or other parties providing similar services which are settled 
through the issue of the entity’s equity or equity of an entity in the same group. 

2. The entity enters into transactions with parties other than employees which are settled through the issue of the 

entity’s equity or equity of an entity in the same group. 

3. The entity enters into transactions which are settled at an amount determined by reference to the entity’s equity 
or equity of an entity in the same group. 

4. the entity enter into transactions in which the entity has the choice to settle the transaction either through the 

issue of the entity’s equity or equity of an entity in the same group or in cash, the amount of which is 

determined by reference to the entity’s equity or equity of an entity in the same group. 

5. the entity enter into transactions in which the counterparty has the choice to receive payment either in the form 

of the entity’s equity or equity of an entity in the same group or in cash, the amount of which is determined by 

reference to the entity’s equity or equity of an entity in the same group. 

6. Entity has entered into a share-based payment transaction, has the entity modified any terms of its share-based 

payment arrangement. 

7. Entity receives goods or services from its suppliers as consideration from share-based payment transactions in 

which another group entity has the obligation to settle the share-based payment. 

 IFRS 3 

Business 

Combinations 

  

 

1. The entity entered into a business combination during the period. 

2. Goodwill been recognised in the current year or previous periods. 

3. Net of the acquisition-date amounts of the identifiable assets acquired and the liabilities assumed measured in 

accordance with IFRS 3 exceed the aggregate of the consideration transferred. 
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4. The business combination achieved in stages, for example through successive share purchases. 

5. The business combination achieved without transfer of consideration. 

6. Changes in the fair value of contingent consideration recognised after the acquisition date due to additional 
information obtained after that date about facts and circumstances that existed at the acquisition date. 

7. The entity entered into a business combination that is classified as a 'reverse acquisition' during the period. 

 IFRS 4 

Insurance 

Contracts 

  

  

  

  

  

  

1. The entity issued any insurance contracts (including reinsurance contracts) or it holds any reinsurance 

contracts. 

2. There any embedded derivatives in insurance contracts which the entity has issued, apart from an embedded 

derivative which is itself an insurance contract. 

3. Any of the insurance contracts which the entity has issued contain both an insurance component and a deposit 

component. 

4. The insurer changed its accounting policies for insurance contracts. 

5. The entity acquires a portfolio of insurance contracts. 

6. The entity issued an insurance contract which contains a discretionary participation feature (see Guidance) as 

well as a guaranteed element. 

7. The entity issued financial instruments with a discretionary participation feature. 

 IFRS 5 Non-

current Assets 

Held for Sale 

and 

Discontinued 

Operations 

1. The entity hold non-current assets or groups of assets for which it intends to recover the carrying amount 

principally through a sale transaction rather than through continuing use  

2. The entity acquired any non-current assets (or disposal groups) exclusively with a view to their subsequent 
disposal. 

3. The entity previously classified assets (or disposal groups) as held for sale which no longer meet the 

classification criteria. 

 IFRS 6 

Exploration for 

and Evaluation 

of Mineral 

Resources 

1. The entity incurred expenditures related to exploration for and evaluation of mineral resources during the 
current or prior period. 

2. The entity capitalised any exploration and evaluation expenditures as an asset. 

 IFRS 9(2014) 

Financial 

Instruments 

1. The entity has financial assets and / or financial liabilities that are within the scope of IFRS9. 

2. The entity transferred any financial assets. 

3. The entity derecognized any financial liabilities. 

4. The entity designated financial assets at fair value through profit or loss. 

5. The entity designated financial liabilities at fair value through profit or loss. 

6. The entity reclassified financial instruments. 

7. The entity applied hedge accounting. 

8. The entity has financial instruments carried at amortised cost. 

9. The entity got financial assets which are equity instruments. 

10. The entity got financial liabilities which are designated as at fair value through profit or loss. 

IFRS 

10 Consolidated 

Financial 

Statements 

  

  

1. The reporting entity 'control' one or more entities during or at the end of the reporting period. 
A) The reporting entity has power over an investee. 

B) The reporting entity has exposure or rights to variable returns from its involvement with the investee. 

C) The reporting entity has ability to use its power over the investee to affect the amount of the reporting 
entity's returns. 

2. Changes in reporting entity's ownership interest in a subsidiary resulted in a loss of control. 

3. The reporting entity applying the Investment Entity amendment. 

 IFRS 11 Joint 

Arrangements 

  

  

  

  

  

1. The entity participates in a contractual arrangement with one or more parties to undertake an economic activity, 
which is subject to joint control. 

2. The entity's assessment indicates that the arrangement is a joint operation. 

3. The entity's assessment indicates that the arrangement is a joint venture. 

4. The reporting entity has interests in joint arrangements and prepares separate financial statements. 

5. The reporting entity contributed or sold assets to a joint operation in which it is joint operator. 

 IFRS 13 Fair 

Value 

Measurement 

1. The entity has any assets or liabilities for which another IFRS requires or permits fair value measurements or 

disclosures about fair value measurements. 

Source: http://www.iasplus.com/en/publications/global/models checklists/2015/ifrs-checklist 

For analysis purpose one point to each variable is allotted and thus total maximum score is 55. Table-4.11 has 

shown the score of each company as under: 
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Table-4.11: Analysis of Disclosure Scores in sample units as per IFRS 

Name of Company 

 

IFRS 1 IFRS 2 IFRS 3 IFRS 4 IFRS 5 IFRS 6 IFRS 9 IFRS 10 IFRS 11 IFRS 13 

Disclosure Points 10 7 7 7 3 2 10 3 5 1 

Indian   

1.      Infosys  9 7 7 7 2 2 9 3 5 0 

2.      Wipro  7 5 8 6 3 3 8 3 5 1 

3.      Dr. Reddy’s 7 5 5 5 1 0 5 1 1 0 

Russian   

1.      INTERCOS-IV 9 6 6 6 2 1 9 2 4 1 

2.      METROCOM  7 4 6 5 2 1 7 2 4 1 

3. JSC-Lenenergo 8 6 6 6 2 1 6 2 2 0 

Chinese    

1.      CCFS auto. 8 5 5 5 1 1 7 1 3 0 

2.      Eurasia Group 8 3 5 4 1 1 6 1 3 1 

3.      Yatai Group 7 5 5 5 1 0 5 1 1 0 

Kenyan    

1.      Eco-bank Kenya 9 6 7 6 3 2 8 2 4 1 

2.      Kenya Port  9 4 7 5 2 2 7 2 4 0 

3.      Safaricom 8 6 6 6 2 1 6 2 2 1 

Germany   

1.      Allianz  10 7 7 7 3 2 10 3 5 1 

2.      DaimlerChrysler 8 5 7 6 3 2 8 3 5 1 

3.      Deutsche Bank  9 7 7 7 3 2 7 3 3 1 

Points Scored 123 81 94 86 31 21 108 31 51 9 

Percentage 
82.00 

77.1

4 89.52 81.90 68.89 70.00 72.00 68.89 68.00 60.00 

Rank 2 4 1 3 7 6 5 7 9 10 

 

Table-4.12: Company wise Disclosure Scores (Maximum score-55) 

Company Actual score Percentage 
Companies 

Ranking 

Average 

score of 

Countries 

Countries 

Ranking 

Indian companies 

Infosys  

Wipro  
Dr. Reddy’s Lab. 

 

51 

 

92.73 

 

2 

 

 

6.33 

 

 

2 49 89.09 3 

30 54.55 14 

Russian companies 

INTERCOS-IV Ltd. 
METROCOM Ltd. 

JSC LENENERGO 

 
39 

 
83.64 

 
10 

 

9.00 

 

4 

39 70.91 10 

46 70.91 7 

Chinese companies CCFS automobile  
Eurasia Group 

Yatai Group 

 

30 

 

65.45 

 

14 

 

 

13.00 

 

 

5 33 60.00 13 

36 54.55 12 

Kenyan companies 

Eco-bank Kenya 

Kenya Port  

Safaricom 

 

40 

 

87.27 

 

9 

 

 

7.33 

 

 

3 42 76.36 8 

48 72.73 5 

German companies 

Allianz Worldwide 
DaimlerChrysler 

Deutsche Bank Group 

 
 

55 

 
 

100.00 

 
 

1 

 
 

3.00 

 
 

1 

48 87.27 5 

49 89.09 3 

 

Table 4.7 to table 4.12 revealed the disclosure of the various types done by the selected companies. it is clear that 

the German companies are having high disclosure with an average score of 3.0,  Indian companies came second 

with an average of 6.33 followed by Kenyan companies third with an average score of 7.33, Chinese companies 

forth with an average of 9  and Russian companies stood last with an average score of 13.0. 

After assessing the disclosure score of sample units it would be interesting to find out whether this disclosure 

score has any relationship with profitability and market capitalization of the sample units. To test this relationship 
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coefficient of correlation has been calculated between the average of profitability and capitalization (for three 

years) and average disclosure score. The following table shows the profitability, market capitalization and average 

disclosure score for sample units and the country wise correlation values. 

 

XII. DISCLOSURE SCORE, MARKET CAPITALIZATION AND PROFITABILITY OF SAMPLE 

COMPANIES 

The relation between the Profitability and market capitalization in selected companies were shown in table-4.15 

as under:  

Table 4.14: Profitability and market capitalization in selected companies (average of 2013, 2014 & 2015) 
Country Company Profit Market Capitalization 

India 

Infosys ltd Rs.12214Crore 31 billion US$ Rs. 59442 billion 

Wipro ltd Rs. 8702Crore Rs.1,553 Billion  

Dr. Reddy’s Laboratory Rs. 2267.9 Crore Rs.31crores 

Russia 

Intercos-IV Ltd Euro 50.54 Crore Euro €68.11Crores 

Metrocom Ltd. USD 5.186 billion USD 72.5 billion 

JSC Lenenergo 11329 Million 70850 mill 

China 

Chang Chun FawSihuan automobile Co. Ltd HK$ 97.25 Million HK$ 3570 million 

Eurasia Group Co. Ltd CNY 179.3497 Million CNY 5239.45M 

Yatai Group Co. Ltd CNY 66 Million CNY 18,874 Million 

Kenya 

Eco-bank Kenya Limited US$ 197.8 

 Million 

US$52 million 

 

Kenya Port Authority KSh333.22 million KSh 3197.107 million 

Safaricom Limited 71240 million KES 675152 million KES 

Germany  

Allianz Worldwide 59.5 billion euros 113.7 billion EUR 

DaimlerChrysler 59.2347 billion $153.3 billion 

Deutsche Bank Group €56.097  billion 70.344 billion 

 

Table 4.15: Correlation between Profitability and market capitalization in selected companies 

A. For Indian Companies 
Correlations 

 Profit Market_cap Disclosure 

Profit Pearson Correlation 1 .784 .679 

Sig. (2-tailed)  .426 .525 

N 3 3 3 

Market_cap Pearson Correlation .784 1 .988 

Sig. (2-tailed) .426  .099 

N 3 3 3 

Disclosure Pearson Correlation .679 .988 1 

Sig. (2-tailed) .525 .099  

N 3 3 3 

B. For Russian Companies 
Correlations 

 Profit Market_cap Disclosure 

Profit Pearson Correlation 1 .891 .891 

Sig. (2-tailed)  .300 .301 

N 3 3 3 

Market_cap Pearson Correlation .891 1 1.000** 

Sig. (2-tailed) .300  .000 

N 3 3 3 

Disclosure Pearson Correlation .891 1.000** 1 

Sig. (2-tailed) .301 .000  

N 3 3 3 

**. Correlation is significant at the 0.01 level (2-tailed). 

 

C. For Chinese companies 
Correlations 

 Profit Market_cap Disclosure 

Profit Pearson Correlation 1 -.640 .701 

Sig. (2-tailed)  .558 .505 

N 3 3 3 

Market_cap Pearson Correlation -.640 1 .099 

Sig. (2-tailed) .558  .937 

N 3 3 3 

Disclosure Pearson Correlation .701 .099 1 

Sig. (2-tailed) .505 .937  

N 3 3 3 
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D. For Kenyan Companies 
Correlations 

 Profit Market_cap Disclosure 

Profit Pearson Correlation 1 1.000** .971 

Sig. (2-tailed)  .001 .153 

N 3 3 3 

Market_cap Pearson Correlation 1.000** 1 .972 

Sig. (2-tailed) .001  .152 

N 3 3 3 

Disclosure Pearson Correlation .971 .972 1 

Sig. (2-tailed) .153 .152  

N 3 3 3 

**. Correlation is significant at the 0.01 level (2-tailed). 

 

E. For German companies 
Correlations 

 Profit Market_cap Disclosure 

Profit Pearson Correlation 1 .842 1.000** 

Sig. (2-tailed)  .362 .009 

N 3 3 3 

Market_cap Pearson Correlation .842 1 .834 

Sig. (2-tailed) .362  .372 

N 3 3 3 

Disclosure Pearson Correlation 1.000** .834 1 

Sig. (2-tailed) .009 .372  

N 3 3 3 

**. Correlation is significant at the 0.01 level (2-tailed). 

 

Table-4.15 have shown that the relation between disclosure and Profitability were positive but only in case of 

German Companies it was found significant (p<0.05), while correlation between the profitability and Market 

capitalization was also found significant(p<0.05) for Kenyan companies, For disclosure and market capitalization 

it was also found significant(p<0.05) for Chinese companies. further high degree of positive correlation between 

the profitability and disclosure were found in Kenyan and Russian companies while moderate degree of positive 

correlation were found in Indian and Chinese companies . In case of all 5 countries the correlation between the 

disclosure and market capitalization were found as positive and significant for Russian companies. This means 

that the Disclosure and market capitalization also goes simultaneously in the companies’ uses IFRS but with 

disclosure the Profitability has low degree but positive correlation. We understand that market capitalization and 

profitability of sample units are affected by many other variables too, still a positive correlation may be taken as 

impacting factor for this .To further prove it and to identify that whether the respondents believed that reliable 

behavior between IFRS implementation and other variables were significant or not the chi-square test were 

conducted with following hypothesis: 

H1: Implementation of IFRS tends to improve the profitability and Market capitalization of the company. 

To measure the hypothesis the following sub hypothesis were made. 

H1=No significant reliable behaviour exists between IFRS implementation and other variables  

To analyse the above factors Chi-square test were applied and the results were shown in table-4.16 as under: 

Table-4.16: ANOVA 

a. Descriptive Statistics 
 N Mean Std. Deviation Minimum Maximum 

capitalization 200 1.9000 .30075 1.00 2.00 

profit 200 1.8600 .34786 1.00 2.00 

Goodwill_f 200 1.8400 .36753 1.00 2.00 

Equity 200 1.2200 .41529 1.00 2.00 

Cah_flow 200 1.3600 .48120 1.00 2.00 

b. Frequencies 
capitalization 

 Observed N Expected N Residual 

1.00 20 100.0 -80.0 

2.00 180 100.0 80.0 

Total 200   

profit 

 Observed N Expected N Residual 

1.00 28 100.0 -72.0 

2.00 172 100.0 72.0 

Total 200   

Goodwill_f 

 Observed N Expected N Residual 

1.00 32 100.0 -68.0 
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capitalization 

 Observed N Expected N Residual 

1.00 20 100.0 -80.0 

2.00 180 100.0 80.0 

2.00 168 100.0 68.0 

Total 200   

Equity 

 Observed N Expected N Residual 

1.00 156 100.0 56.0 

2.00 44 100.0 -56.0 

Total 200   

Cah_flow 

 Observed N Expected N Residual 

1.00 128 100.0 28.0 

2.00 72 100.0 -28.0 

Total 200   

 

c. Test Statistics 
 capitalization profit Goodwill_f Equity Cash_flow 

Chi-Square 128.000a 103.680a 92.480a 62.720a 15.680a 

df 1 1 1 1 1 

Asymp. Sig. .000 .000 .000 .000 .000 

a. 0 cells (.0%) have expected frequencies less than 5. The minimum expected cell frequency is 100.0. 

 

The table 4.16, Test Statistics, provides the actual result of the chi-square goodness-of-fit test. Chi square Test 

for respondents perception have shown that in case of capitalisation, profit, Goodwill, Equity and Cash flow 

were found significant as p<0.05. Thus we can reject the hypothesis and state that significant reliable behaviour 

exists between IFRS implementation and other variables exists. 

 

XIII. CONCLUSION 

The relationship between profitability and market capitalization in selected companies was tested using the 

disclosure score. The average of profitability and market capitalization was calculated from the published financial 

reports of selected companies for the period 2014-2015.And the Pearson correlation method for each country was 

used. It was found that correlation was significant at 0.01level (2-tailed)meaning that the disclosure score and 

market capitalization goes simultaneously in companies using  IFRS, but with disclosure score and profitability 

has low degree but positive correlation. 
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