
Company Description
For the project related to the management accounting and financial information, the largest Carmaker of the World, Toyota Motors is chosen. It is a multinational corporation that is headquartered in Japan. Toyota Motors uses the diversified business scenarios as it also provides financial services to its customers through the Toyota Financial Service Division. Financially the company is quite strong due to managerial effectiveness in using the past financial data and other aspects in an appropriate manner (Toyota Motor Sales, 2010). The management accounting process of Toyota is quite effective that causes an increase in its financial position as well as market base. 
The management accounting system in the company is quite supportive to the managerial decision that also ensures the optimal utilization of resources and reduces overall cost of the business. Management accounting information is used differently as per the change in the situations in the organization. The success of the company is completely based on its cost effective production process. It is also causing a continuous increase in its revenue and profitability position (Toyota Motor Corporation, 2010). 
Description of Budgeting Process
In the Toyota Motors budget process starts with the development of a plan with assumptions and ends with the load of financial information in the organizational system as the industry standards and business requirements (Kemp & Dunbar, 2003). The budgeting process of Toyota has many revisions as it prepares the budget by using top-down approach of budgeting. The budgeting process of Toyota clearly communicates and supports to the top management that causes an increase in its effectiveness. The management emphasizes on the long term objectives in its budgeting process that are obtained through the managerial experience and assumptions about the future market and economic environment and its impact on the business operation and revenues generation ability of Toyota (Young, 2004). 
The budgeting system of Toyota is quite different from its financial accounting system and at the same time it is also very different from other most budgeting systems that are used by other organizations. The budgeting system of Toyota mainly focuses on variable costs. The goals related to the variable costs are reduced through the continuous improvement and at the same time indirect cost is not allocated to the products. The upper management determines the short term and long term target profits in advance by using predetermined formula (Morgan & Liker, 2006). After it, the budget is segregated into the variable and fixed cost budgets that were previously based on the profit target and volume of production. 
Further the fixed budget is segregated on the basis of functions namely uncontrollable and controllable. The variable cost budget is also divided accordingly. After it, the target profit and estimated profit is calculated and the difference between both is termed as the kaizen value. The remaining variable costs are controlled by the kaizen budget (Mansour, 2002). In the last step of budgeting process, the actual and budgeted figures are compared and appropriate controlling actions are taken to correct them. The following chart shows the budgeting process of Toyota – 
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* A dapted from Tanaka’s Exhibit 1, p. 59.




(Source: Mansour, 2002)
The budgeting system of Toyota includes kaizen, target costing and cost control instead of using only target costing. This methodology of the budgeting process in Toyota is unique as it includes the ultimate responsibility of senior management to administrate the budget and to make the profits for the firm. It doesn’t include the profit centers that reduce the need for transfer pricing for other business units and divisions. At the same time, lack of transfer pricing also eliminates the biased performance evaluation. The goals in the budget for the employees are set in terms of kaizen that is quite significant to motivate the employees as it is relatively simple and understandable (Huntzinger, 2007). These characteristics of the budgeting process and procedure of Toyota support clarity to the vision of organization and to plan for the future in an effective manner. It also provides an effective tool to motivate the employees and to attain a uniform quality throughout the organization. 
The budgeting process in the Japanese culture is quite similar to the budgeting process in Toyota. Most of the manufacturing companies in prepare the budgets for sales and marketing department with a consistent hierarchical management style. The same procedure is followed by the management of Toyota by motivating the employees and providing them achievable goals and objectives. It is used to avoid high uncertainty in the business environment (Yee, Otsuka, James & Leung, 2008). 
Management Accounting Information System
The management accounting system in Toyota plays an important role to enhance the effectiveness of its business activities by using the accounting information collected by various sources. The strategic management accounting system is used in Toyota to use the accounting information (Needles, Powers & Crosson, 2007). The strategic management accounting process in Toyota can be defined as a form of management accounting that mainly focuses on the information that is related to the external factors. It also includes the non-financial information in its business decision making. The management accounting system of Toyota supports its lean production system that enchases its effectiveness in the industry. The different initiatives were taken by the Toyota such as JIT, TQM, etc. that enhanced the need of effective management accounting system in the business. 
The management of Toyota collects the accounting information from its financial accounting and from the involvement of the employees in its managerial decision making (Nikolai, Bazley & Jones, 2009). The management accounting information system of Toyota is the subsystem of management information system that includes the financial transactions. To collect the accounting information, Toyota uses internal reporting system for the managers. It helps to plan and control the current and future business operation and to make effective managerial decisions. The management accounting system of Toyota supports its lean production system (Ahlstrom & Karlsson, 1996). The management accounting system includes all the information that are collected to assess the company’s performance and to provide recommendation for the future performance. 
Within the Toyota, accounting information collected from the various resources is stored with proper documentation. The accounting information is collected properly and segregated differently as per the use of internal and external stakeholders. The management accounting information system of Toyota also allows it to use the accounting information for planning, controlling and monitoring the different activities in the business. The use of management accounting information system also allows its employees to access the statistical analysis and advanced reporting (Winfield & Hay, 1997). This system generates various alternatives that provide optimal solutions to the management for managerial decision making. It causes an increase in the decision making effectiveness. 
The information is disseminated throughout the organization by making the budgets for each business units, divisions and departments. The budgets prepared on the basis of kaizen value and budgets enhance the understanding about accounting information to the employees or the ultimate users of the information. The accounting information system generates various reports that also help to provide the information to the users in the organization (Gelinas & Dull, 2009). These reports and budgets are quite effective disseminated the information throughout the organization. 
Costing Process
The costing process of Toyota includes three phases namely target costing, kaizen costing and cost maintenance that helps to determine the appropriate cost of products & services and to eliminate the cost that are not significant for its production process. The use of target and kaizen costing in its costing process helps to maintain its competitive position. Target costing is the cost management concept that is invented by Toyota. This phase of the costing process of Toyota includes a comprehensive set of cost planning and cost management. It also includes cost control instruments that are aimed to influence the product cost at initial stage of product and process design (Hilton, 2008). It includes the cost oriented coordination with the different functions related to the production. 
The use of target costing in the costing process, the running costs are kept low by the management as possible. The main purpose of the cost planning at Toyota is to reduce the cost at the product design stage that would reduce its overall cost. The goals are set by the management to reduce the costs and then design is changed to achieve these goals (Susman, 2007). The kaizen costing includes the development of programs that declines the defect costs such as claim cost, reworking cost and spoilage costs. The basis of the target costing includes a flow of the process. The first phase in the costing process is the setting of the target selling prices and then setting the target costs. After setting the target selling price and target cost the cost is assigned to reduction targets (Chapman, Hopwood & Shields, 2007). After the setting of target costs, the functional cost analysis is performed by the management to prepare the logical diagrams for each of the functional area. 
In the target costing process, Toyota sets target costs for each part of a model that causes an increase in its effectiveness and reduction in total costs. The target costing set a basis for the kaizen costing framework that enhances the business effectiveness in reducing and maintaining the cost of the product design. The following chart shows the cost management process within the organization –
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(Source: Shimizu).
The target costing process allows the management to determine the maximum allowable cost for a product or a part of it. The target costing in Toyota is used with the continuous improvements techniques that reduce the cost and increase the business profitability. It is used as the concept in Toyota that is used with the product development and it is based on the assumption what the market will pay for it. It is one of the most effective strategic management tools of Toyota that is used to reduce the cost of a product over its life time (Toyota Motor Corporation, 2009). The management accountant uses this process at the early stage of the product development. The cost reduction objective is achieved by the expanding target models for the activities related to cost reduction and by increasing the rate of reduction in costs for manufacturing plants. The cost reduction activities are implemented at the design phase of the product that helps to reduce the cost over the life of the production process. 
For example: To set the target price for its product and services in the automobile market, the management of Toyota first surveys the focus group and identifies the range of the prices of its competitors. If the price ranges from $5000 to $6500 and the highest market share producer has the price of 5789 then Toyota will set a price of $5795 with some new features and same level of quality and functionality. The cost of the different parts of this component will also be set according to the target pricing (Eldenburg & Wolcott, 2007). 
Capital Decisions
The capital decision making process of Toyota includes the cooperation of employees that determines the effective and efficient utilization of the capital resources. The decision making for a capital project is not an easy task as it includes a huge amount of money that is directly related to the financial position of an organization. It is the most difficult decision area as it includes the allocation of limited resources (Toyota Motor Corporation, 2009). The capital investment decision of Toyota includes the forward looking and leading edge technologies that causes an increase in its decision making effectiveness.  The following process is followed by the most manufacturing organizations like Toyota in capital investment decisions - 
Generation of project information – It is first step of the capital decision making in Toyota. In this phase, the information is gathered that includes resource information, alternative information, cost & benefit data, data related to the prior performance of the alternatives, and the information about the risks associated in the projects. In this step, Toyota collects all the related information that is essential to make an effective decision for the capital investment. 
Evaluation of the projects – After collecting all the relevant information, Toyota evaluates the profitability from the capital investments. In order to evaluate the projects, Toyota uses the philosophy of developing delaying decisions and a number of prototypes. This philosophy enables the Toyota to incorporate all the current and accurate information in the product development or capital investment decisions (Slater, Reddy & Zwirlein, 1998). In order to increase the effectiveness of capital decision making, different capital project analysis methods are used such as net present value, DCF method, etc. In this method, the present value of the all possible cash outflows and cash inflows is calculated that helps to determine the profitability from the different alternatives. The DCF analysis also helps to determine the problems in the implantation of a project and to increase the business profitability. 
Project selection – After determining the present value of cash flows and to determine the profitability from each alternative, in this phase the management makes the decision about funding the project. The decision of selecting a particular project is taken on the basis of solvency, incremental management time required, public image etc. The amount type of expenditure, attainment of key objectives is some other measures that are used to select a project for capital decision making. 
The methods for the project evaluation are chosen on the basis of long term solvency and profitability of the business. It also helps Toyota to increase the return from the capital investment and to utilize these resources optimally. After selecting the project by performing different evaluation methods, the project activities are performed as per the predetermined manner that helps to achieve desired goals and objectives. The main criteria to select a project are based on the long term sustainable growth of the business and structural shift in demand for its product through the capital investment (Toyota Motor Corporation, 2009). The company made a $482 million investment in the existing fixed assets to increase the future revenue by performing a proper capital investment analysis.  
Capital Acquisition & Structure
The management of Toyota is mainly concern towards the stability and maintaining the sound financial base. The solid financial base is maintained by ensuring sufficient liquidity and a stable shareholder’s equity. It also acquires the capital on the basis of its cost as its high credit rating in the investment market enables it to enjoy the low cost and stable funding for its capital; projects. Historically, the capital expenditures in Toyota were funded with the cash generated from operation and partially from the additional loans and issuance of notes to maintain improved liquidity position. For the year 2009, it also used cash and cash equivalents to finance its capital expenditures. It acquires capital from the different sources such as notes, equity, loans etc. to maintain an effective cash position in the organization and to maintain proper liquidity (Toyota Motor Corporation, 2009). It enhances its financial position as well as credit rating in the industry that reduces the cost of capital and increases profitability. 
The capital structure of Toyota is quite strong than its competitors that allows it to grapes the several opportunities and to become the market leader. The capital structure of Toyota includes long term debt and equity in a proper ratio that reduces its overall cost of the capital and increases profitability and liquidity. The company is using higher amount of equity than the long term debt that reduces the financial cost and increases business profitability. The total long term capital is 40% (7991384) of the total capital while equity is 60% (11869527) (Toyota Motor Corporation, 2009). The capital structure provides optimal funding for the capital projects of Toyota that enhances its effectiveness to increase the business opportunities and market share.
Conclusion
The above analysis suggests that top-down budgeting approach or process of Toyota is quite effective and significant to improve the organizational effectiveness to achieve its goals and objectives. The budgeting process also enhances the morale of the employees by considering their values and beliefs that are essential for an effective management system. An increase in morale of employees also causes an increase in their contribution towards achieving organizational goals. The use of reporting system is also effective to collect the accounting information and to make the effective managerial decision. The management accounting information system is quite effective to perform an effective analysis of accounting information and make appropriate managerial decisions the basis of accounting information. To disseminate the information throughout the organization, management generates several reports that are used by the concern departments to make their decisions.
The target costing process is quite effective to reduce the total cost at the initial stage of the product design that reduces its overall costs for the business. It also ensures the competitive position of the business in the industry by facilitating cost leadership strategy. The decrease in the cost at the initial stage of product design is causing an increase in the profitability of the business and also increasing its customer and market share. The use of effective criteria for the capital acquisition helps to lower the cost of capital and to increase the capital decision making effectiveness. The overall management accounting and financial practices are quite effective in Toyota.

Information Source & Methodology
To obtain the information about the management accounting and financial practices of Toyota the annual report of Toyota for 2009, books, journals, and web sources are used. These sources include a lot of information about the different aspects of Toyota related to its managerial accounting practices such as costing process, budgeting process, capital decision process, capital structure etc. The secondary sources are used to find the relevant information about the Toyota. To analyze the information observation methodology is used that is quite effective ton increase the accuracy of data. 
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