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Basic Types of Environmental Cost Accounting and their Comparison:
Based on the Environmental Cost Accounting Theory of Josef Kloock

<Summary>
Nobuyuki Miyazaki

Corporate environmental policies can be identified mainly by two characteristics,
their business purposes and their attitude toward or relationship to their externalities
(= external costs or external diseconomy). By rationally combining these two factors, the
basic environmental policies of companies can be formally categorized and divided into
four main categories: companies which are environmentally responsible (A) only because
of external laws and regulations, (B) as a form of public-relations, {C) in order to reduce
external costs even beyond the requirements of external laws and regulations as long as
the profit objective is not infringed upon and (D) as a concretely pursued voluntary
ohjective in order to minimize environmental impacts, and this environmental objective
is pursued together with the profit objective.

Based on these four categories of company environmental policies, different kinds of
environmental accounting (environmental costing) theoretically can be used. However,
the most important types of environmental policies are (C} and (D). The effort to
construct new environmental accounting procedures has been made to assist companies
belonging to categories (C) and (D).

The focus of this paper is, therefore, an inquiry into the essence and structure of
environmental accounting in order to improve the environmental management of type (C)
and (D) companies. The types of environmental cost accounting relevant to these
companies can be divided into the following three types:

(1) internal environmental cost accounting (interne Umweltkostenrechnung),
(2) external environmental cost accounting (externe Umweltkostenrechnung) and
(3) environmental benefit-cost accounting (Umweltnutzen-kostenrechnung).

The first type consists of environmental cost accounting in which currently realizable



BRI R & el 27

environmental protection measures are the main object of the accounting calculation.
This type is based on the external costs which should be internalized in the next
accounting period.

The second consists of environmental cost accounting in which potential
technological environmental measures are the main objects of the accounting calculation.
This type is based on the external costs which normally and actually wiil not be
internalized in the next accounting period.

The third consists of environmental benefit-cost accounting in which realizable
environmental protection measures are the main object of the accounting calculation.
This type is based on all environmental impacts, integrating all environmental costs and
benefit objectives.

The first is the simplest, but the objects of the accounting measurement are often toa
narrow to describe the whole reality of the environmental situation with which
companies are confronted.

Compared with the first, the second type is better in that it contains future potential
environmental measures as its object of measurement. However, its focus is theoretically
strictly limited to the external costs which are to be internalized in future accounting
periods and which are able to be measured by monetary units. Therefore, it never covers
all the environmental impacts for which companies are theoretically responsible.

The third type of calculation covers all kinds of environmental impacts, since it is
based on and depends on a company’s environmental objectives, This type is, thus, well
described as the best form of environmental accounting so far. Still, this type is plagued
by the subjective and ambiguous character of so-called equivalent coefficients (identified
by Swiss scientist Ruedi Miiller-Wenk). Equivalent coefficients are the indicators for
systematically weighting different kinds of environmental impacts on human beings and
natural environment.

This paper compares these three basic categories of environmental cost accounting,
reviews them critically and presents suggestions for further improvements in the present

system of environmental accounting.



