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COMPARATIVE STUDY OF ACCOUNTING SYSTEMS
—The Tasks and Proposed Approaches—
< Summary >
Seigo Nakajima

This paper proposes a new area of study on corporate accounting, aimed at
comparative studies on bases, frameworks and backgrounds of financial
reporting of modern cc;rporations in major countries. The needs for this area
of study arose from the development of the International Accounting
Standards Committee—ITASC. The IASC was organized in June, 1973 to
harmonize the corporate accounting standards of major countries with each
other, 50 as to meet the changing environment developed by increased flow of
capital between countries and by expansion of business activities overriding
international borders. Different accounting standards developed independent-
ly in each country suggest different concepts for such basic factors as sales,
costs, net income, asset value, and others, so that the value of international
flow of accounting information would be reduced very heavily and that the
consolidated financial statements might lose their integrity significantly. The
works by the IASC to establish a common set of corporate accounting
standards are the outcome of efforts of the accounting profession in the world

over last 15 years.
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The process to adjust for the differences between the accounting standards
developed in individual countries involves a great difficulty, because their
institutional bases or backgrounds are different. If these bases or backgrounds
differ with each other permanently, harmonization of accounting standards
can be achieved only as a result of compromises or to the extent of eligible
common denominators. The nature of the harmonization, therefore, depends
greatly on the nature of the differences of bases or institutional backgrounds
of corporate financial reporting. It consequently determines the integrity of
the international accounting standards.

The bases or institutional backgrounds of corporate financial reporting
which constitute the concept of ‘‘accounting system’’ as defined in this
paper, are summarised as follows:

(1) What the needs for which corporate accounting informations are
published are and what the contents which are included in published
reports are,

(2) How to the accounting standards are affected by other requirements or
regulations,

(3) How auditing systems are instituted, and,

(4) Which organizations are authorized to study and publish accounting
standards.

The basic goals of the studies in this field would be to determine the major
factors which affect these bases. They should be related to the nature of
needs of the societies for the accounting informations. General environment
which demands the most integrated accounting reports are the existence of
large number of absentee investors who rely so heavily on the management
and make investment decisions mainly on the bases of published accounting
teports, Whether this environment can be generally realized as a result of
economic growth, is a question to be further studied.

If the development of accounting systems can be represented by few
number of models, the existing differences among local accounting standards
can be fairly easily identified and coordinated. If accounting systems should
develop according to individual needs and environments, the harmonization
of local accounting standards would be possible only through compromises

or arbitrary enforcements.



