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Bottom-Up vs. Top down Budget Approaches 

Name:
Institution:
1. Review the commonly used approaches to budgeting for service volumes in a healthcare organization. Select any three of these and describe them.
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.
2. Explain the difference between top-down and bottom-up budgeting, and give the pros, and cons of each. Based upon your learning here, which approach do your personally favour, and why
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.

3. Why is it so important to present a board-level human resources report in June while the operating budget process is beginning?

In most of the business operations, the annual budget is developed in collaboration with the organization’s department head. However, the department heads are guided by the strategic priorities of the company (Cunnama et al., 2016). The annual company budget begins in the proceeding June of the next fiscal year. It is fundamental to present the board-level human resources report in June while the operating budget is the beginning. This is because the board-level human resources will start tracking the process of allocating the resources as well as the necessary infrastructure. It is the role of the board to assess the budget presented to them and make the necessary allocation of the resources according to the organization needs (Cunnama et al., 2016). The board level human resource is the department which coordinates all the budget functions within the company, for example, the annual budget cycle, the budget transfer as well as deciding on the amount to be allocated for each department. The board level human resources also take part in seeking to strengthen as well as streamline budget and the connected workflow such as the management control. When operating budget is presented to the board-level human resources, the company will be able to look for other sources of finance in case there is a deficit.

4. Discuss the fringe benefit level change as a key component of the operating budget for any healthcare organization. Why is it so important?

The fridge benefits levels can be referred to as the additional compensation which is given to the employees. The benefits are informed of wages, and these wages or salary are above the and beyond the agreed rate. Apart from fringe benefits been essential to the employees; it enables the employer to recruit the human resource more appropriately and effectively (Cunnama et al., 2016). For example, in a similarly focused organization, the employers will find it difficult to higher desired talent if the salary is the only basis of hiring. Therefore, organizations are forced to provide fringe benefits which are more than those of the competitors, and it is only doing so that a competitor stands a higher chance to attract talented high-level employees.

In general, the fringe benefits are tax exempted; they give high-level employee motivation. For example, organizations which have high fringe benefits have recorded high performance than those which do not have such benefits (Cunnama et al., 2016). This has been possible since when people are paid, well they are motivated and want to perform even better for increased payments in the future. There are many types if fringe benefits which are identified as the accident as well as the health benefits, the adoption resistance as well as athletic facilities among others.
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