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While making budget preparations, there are two major approaches which are used in coming up with the budgets for either small, medium or even large company. The bottom-up was a conventional approach to budgeting. However, there are many businesses and corporation which are moving towards the top-down budgeting approach (Cunnama et al., 2016). The latter has been used much in the times of fiscal stress. The top-down budgeting begins from the organization top ranks and trickles down to the lower departments within a company. It has its merits and demits just as the bottom-up budgeting approach- this approach starts at the bottom of the organization. In this case, the organization budget is prepared by lower level management and represented to the senior management for approval (Cunnama et al., 2016). The senior management can either approve it or send it back to the lower management for modification. It has several pros and cons as a type of budget control. 

The top-down budgeting approach can be an essential thing since the lower management at the organization do not have to take time to prepare the budget. In the organization set up, the lower management is involved in the operational processes as opposed to the overall strategic plan of the company. This means lower level managers will have time to focus on the operations which can lead to improvement in the organization performance. But in most cases, a budget which is prepared by those who are not involved in the day to day operations or rather implementation of the strategies can be inadequate (Nan & Saligrama, 2017). There is a lot of challenges when it comes to budget allocations. Some departments may be allocated insufficient funds making it difficult to execute their functions well. It is essential to include lower level management when it comes to budget implementation.  On equal measures, a department can be allocated more amount than it is necessary leading to wastage.

In the bottom-up budgeting approach, all steps and tasks involved in a specific project are identified. Then all resources and money required for each level are written down. To calculate the total amount needed for each project, the total requirements of each step are added together. For the overall budget which is above the individual projects, all the projects in the organizations are added together until the entire budget for the company is arrived at (Nan & Saligrama, 2017). However, for the top-down budget, the approach works in the opposite direction of the bottom-up budgeting. The first step is the identification of the cost of complex projects and those which are minor tasks. The two approaches have their pros and cons as discussed below:

Pros of the Bottom –Up Budgeting
One of the key advantages of the bottom-up budgeting approach is that, in most cases, budgets are very accurate for individual tasks. However, this is assumed that, during the preparation, no task which has been forgotten (Cunnama et al., 2016). The bottom-up budgeting approach involves all members if that particular project, these can be very beneficial to the company as each team member increase in morale for better performance.

Cons of Bottom-Up Budgeting
It is really hard to draw up the complete list of all the activities and steps which will be required to complete the entire project. In the bottom-up approach, it is easy to overlook some steps and process which will lead to major issues in the overall budgeting.

Pros of Top-Down Budget Approach
This method of budgeting is essential in a situation whereby, the company is having too many lower level managers and especially where the project is highly complex (Cunnama et al., 2016). The senior management has a high level of control because they directly prepare and control the budget 

Cons

In the top-down budget, senior managers fully take control of the budget preparations. Therefore, an organization in the lower level of management lack motivation since there is no sense of ownership. There is a lack of better communication between the departments.

Responses.

As discussed above, both the bottom up and top down are approaches which have been used in the preparation of the operations. In this case, the company will have to decide what best suit their actions as far as the two approaches are concerned. From what I have learned above, the bottom up is what I would prefer for various reasons. First, the bottom up involves lower-level managers where each step, activity, and process is listed (Cunnama et al., 2016). The amount required for execution of each activity, process, and procedure is identified, and the totals added up. This approach is useful because budgeting is more accurate. Also due to the involvement of the management in the budget preparation, there is increased motivation because of the ownership of the budget. The approach allows for better communication and a high level of engagement between the departments. The method also gives the senior management an opportunity to focus on their core mandate which is strategy development. There is a high level of manager’s involvement and that why I prefer the bottom up budget preparation approach.
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