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Objectives of Financial Reporting and Their Problems in

Governmental Accounting
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7. Conclusi

In this paper | have examined the objectives of, and issues concerning, public financial
reporting in Japan by comparing the situations in Japan and United States. Although the
introduction of corporate accounting is a key feature of recent reforms of the public accounting system,
“the differences between accounting methods of NRIOs (Non-Residual Interest Organizations) and
business firms do not constitute prima facie evidence that the former are defective and should be
altered to conform to the latter” (Sunder [1997], p. 198). This obviously means that simply
transplanting corporate accounting methods will not necessarily lead to improvements in the public
accounting system. The recent debate surrounding public accounting has tended to emphasize the

importance of providing information that is useful for decision making by the users of the information
(i.e. the decision-making support function). However, given the circumstances surrounding local
governments, the most promising role of accounting information is probably to ensure the exercise of
accountability. Even so, with differences between Japanese and Americans in their awareness of what
it means to be a taxpayer, a focus on accountability alone will not be enough to instill discipline in
governments. An important key, therefore, is to design an incentive system that is based on financial
information.
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