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Limitation of Guideline Approach and Necessity of
Legislation on Environmental Accounting

Takeshi MIZUGUCHI
Abstract

With the publication of Environmental Accounting Guidelines, the Ministry of Environment has
promoted the introduction of environmental accounting into companies. While more than 600
companies work with various types of environmental accounting practices, there remains
considerable criticism towards the actual content of the guidelines. Nevertheless, despite a 2002
revision criticisms still remains evident. Therefore, it is apparent that there is a fundamental margin
in the guideline approach itself. The Guidelines have two functions; to make internal decisions and to
report results of environmental management activities. There is an evident problem with these two

functions being included in a single set of guidelines.

Internal decisions depend very much on the situation particular to that company. The Guidelines
are too rigid for making internal decisions. On the other hand, comparability is indispensable for
external disclosure. However, the Guidelines are too loose for disclosure purpose. To attain full
comparability instead of guidelines, standards on environmental accounting are required. It is
difficult to make standards without legislation. Yet, we can find out the possibility to include
environmental accounting information into annual reports. In this paper I have discussed this
possibility from the standpoint of information requirements of investors. Moreover, revising OFR

O Operating Financial Review( of annual report in U.K. provides an important example of disclosing

environmental related information in annual reports.
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10 The European Parliament and the Council, Directive 2003/51/EC of the European Parliament and
the council of 18 June 2003 amending Directives 78/660/EEC, 83/635/EEC and 91/674/EEC on
the annual and consolidated accounts of certain types of companies, bank and other financial
institutions and insurance undertakings , EC, 2003.
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