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Theory and Measurement of Social Profit of Companies

<Summary>

Nobuyuki Miyazaki

Kentaro Azuma

There are intensive discussions on “greening of capital market” since
2007 in Japan. The main participants to those discussions are METI (Ministry
of Economy, Trade and Industry), Ministry of the Environment and SMF
(Sustainable Management Forum). The discussions focus on the following point:
there needs to be useful indicators which enable investors to make investment
decisions, considering not only financial, but also environmental performance of
companies.

On the other hand, Japanese companies are very cager to disclose
their information on environmental costs. According to the Ministry of the
Environment, even 661 Japanese companies already disclose their environmental
costs in accordance with the “Environmental Accounting Guidelines” which was
published by the ministry.

This paper explores possibility for environmental costs information of
Japanese companies to be used for making indicators in green capital market.
For this purpose, the paper suggests a new concept of social profit “Fresh Water
Profit” which integrates environmental costs and environmental burdens with
traditional financial profits.

The paper consists of four main sections. First of all, the problem of
the current capital market will be explained. Secondly, concept and concrete
method for calculation “Fresh Water Profit” will be discussed. Thirdly, the

trial calculation of “Fresh Water Profit” will be carried out with actual data of
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Japanese companies which belong to Nikkei225; the results are shown as tablel.

Fourthly, main problems in calculating “Fresh Water Profit” will be pointed out.
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