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Good morning, | am very pleased to have an opportunity to give a presentation here at the Hitachi Young
Leaders Initiative.

The topic of my speech is ‘Corporate Environmental Strategy and System’. Everybody can understand the
importance of environmental protection. But it is not easy for corporations to conduct environmental protection
because the company is not an organisation which is formed in order to preserve the environment. So we
need a system or tool to integrate economic activities and environmental protection. | strongly believe that
environment accounting is one of the promising tools for this integration.

There are lots of environmental issues in the world. Some of them are global and some of them are local. The
reason why environmental issues are emerging is that they are always located outside the economy.

One important thing to do is to incorporate environmental issues into economic activities. But we need some
mechanism, system or regulation for this purpose. There are two measures for environmental protection. The
first is laws and regulations. However, this usually has a strong political agenda. The second is voluntary
activities. For today, | would like to focus on
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There are many management tools for
environmental protection on a voluntary 1
basis. An example is ISO14001 certification.
At this time, | would like to discuss the
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SO 14001 Certifications in
Asia, Top10, as of Dec. 2002

The number of certifications in Asia is not as high
as compared to Europe, but the number is
increasing.

To construct an environmental management
system is very important for an organisation to
ensure environmental protection. But there is one
major limitation. Environmental management
systems fail to integrate environmental purpose
with financial purpose. In short, there is no tool to
integrate environmental management systems and
corporate economic activities. Even if you read the
standards of ISO14001 certification very carefully,
you will discover that this integration is missing.
And in this aspect, | believe environmental
management accounting (EMA) can integrate an
environmental management system with
corporate economic activities.

Environmental accounting has another function; it is a tool to disclose corporate information to the public at
large. Many companies publish environmental reports. In these environmental reports, economic information
on the environment is quite important. And there are several environmental accounting initiatives in the

world.

In the United States, the Environmental
Protection Agency started an environmental
accounting projectin 1992 and finished it in 2002,
but the EPA formed EMARIC, which stands for
Environmental Management Accounting
Research Information Centre, in 2003.

The United Nations division for Sustainable
Development has had an initiative for EMA since
1999 and has published two workbooks on EMA.
In Asia Pacific, the EMA network was launched
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environment.

in 2001. This is named EMAN-AP (Environmental Management Accounting Network in Asia Pacific). Its first
conference was held in Kobe Japan and the second conference was held in Seoul, Korea.

In Japan there are two big governmental initiatives on environmental accounting. The first is by the Ministry
of Environment (MOE) and the second by Ministry of Economic Trade and Industry (METI). The Initiative by
MOE focuses on external information disclosure while the initiative by METI puts much more importance on
the internal management such as EMA. These functions of environmental accounting are useful for companies

and also to disclose information to society. The
framework of environment accounting is to
integrate financial performance and
environmental performance.

I would like to discuss this form of environmental
accounting by using Hitachi as a case study. The
figures are taken from Hitachi’s environmental
report.

The following chart shows the environmental
cost which Hitachi spent to preserve the
environment, and the economic and physical
benefits. This environmental accounting is based
on the Japanese MOE guidelines.

Next, | would like to discuss the tool developed

by METI for EMA. It is a tool for internal
management. There are lots of techniques in this
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GRI, which stands for Global Report-
ing Initiative, is an organisation that
publishes sustainability reporting
guidelines. Many companies enlarge
their environmental reports by |
including social and economic
issues. For example, Hitachi
Corporation publishes environmen-
tal sustainability reports and maybe
APRIL, the pulp and paper company
will also publish a sustainability 1
report. So now environmental issues
are enlarged to include society. The
real meaning of the environment is
not only in the natural environment
but also includes the social
environment.

Thank you very much.

area. The tool was developed in METIl's EMA
workbook. | would like to focus on a case study
for cost accounting because this is one very
important tool for management. We have several
projects with companies to introduce and test this
method. Our case study for today is a Japanese
pharmaceutical company that produces
medicines. The basic idea of material flow cost
accounting is to calculate the cost of waste. The
cost of waste are usually included into production
cost. If the cost of waste is measured, it would
help to improve the investment decision making
for the production process. This is because the
companies can measure waste as monetary
value. Then they understand how much they can
spend in order to reduce the waste. But under
the usual management system, they do not know
the exact cost of waste. Hence, material flow cost
accounting can provide that kind of information
to the companies. We have experience of about
10 companies introducing this method. | would
like to recommend this method not only to
Japanese companies like Hitachi but also to Asian
companies.

Finally, | would like to put forward a trend of
environmental management - Sustainability.
Sustainability management pursues not only
environmental protection but also social and
economic values. The new corporate strategy
should be for a triple-bottom line: economy,
society and environment.
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