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Introduction
• Common size statements are the statement in which data of financial

statements are presented in the form of percentage which is converted
according to the common base like in Balance Sheet the values for each
element of liability is converted into the percentage terms setting total figure
on the Equity & Liability side equal to 100% and the values for each
element of assets is converted into percentage terms setting the total figure
on the Assets side assets equal to 100% and each element of income
statement is converted in to the percentage to the common base sales as
100%.

• With the help of common size statement comparison of inter-firm and intra-
firm performance and financial position becomes very easy due to a common
base.
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Types of Common size Statements

•Common Size Balance Sheet

•Common Size Income Statement.
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Common Size Balance Sheet

• In the Common Size Balance Sheet the total balance (total
assets or total liability) is taken as 100% and each element of
Balance sheet is represented as a fraction of the respective
total. When different periods data are represented then a trend
of each element of balance sheet can be obtained.

• For example:- each element on the asset represent in the form
of percentage of total asset (Total Assets=100%) and each
element of liability represented in the form of a percentage of
total liability (Total liability = 100%).
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Format of Common Size Balance Sheet
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Format of Common Size Balance Sheet
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Common Size Balance Sheet for X Ltd & Y Ltd.
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Common Size Income Statement

• In Common Size Income Statement the values of all the
elements of income statement is converted in to the
percentage terms to the common base i.e., sales which is
taken as equal to 100%. It provides a common base
(sales=100%) through which we can calculate the
contribution of cost and find out their efficiency and compare
a firm’s efficiency with that of another firm of similar nature
of operating activity.
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Format of Common Size Income Statement
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Common Size Income Statement of XYZ Ltd.
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Advantages of Common Size Statement

• It is very easy to understand in one look.

• It helps to develop a time series and its analysis of each
element of financial statement

• Very easy to compare inter-firm as well as intra-firm
performance and financial positions with the help of common
size statement.
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Limitations of Common Size Statement

• It doesn’t depict the effect of change in the price level of
different elements like raw material, wages, etc. which leads
to increase or decrease in the cost of goods sold (COGS)
value , expenses, etc.

• If accounting standards applied or methods of accounting is
changed between for different years or if these are different
firms then it doesn’t provide a true comparison.

• If there is huge profit or loss due to seasonal fluctuation or
business cycles then it doesn’t provide a true comparison.

4/4/2020 12



4/4/2020 13

आ नो भद्रा: क्रतवो यन्तु ववश्वत: | 
Let noble thoughts come to us from every side.


