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Top-Down vs. Bottom-Up
Budgeting
Pros & (ons

The process of budgeting is an essential part of running a financially sound business. Yet choosing between a top-down or
bottom-up strategy to create an annual budget is both complex and crucial.
By having a solid understanding of both methods, you can select one over the other or mix the two to better meet your
company's needs.

Top-down model

Streamlined process

There is a single budget created by a
concentrated number of stakeholders from
senior management and Finance. This
facilitates development and distribution.

Alignment with company goals

The budget can be aligned with wider
company goals and financial capacity since
senior management has a view of the entire
organization.

Faster to update

There is no back-and-forth approval process
because modifications are implemented by
senior management, and changes happen
faster.

No specialist knowledge
consideration

Top management can miss valuable insights
when developing the budget since they
sometimes lack context or information that
specialists can bring.

Departamental frustration

Department managers can be frustrated if a
budget is imposed on them, coming to believe
they have little control over how to finance
their department’s operations.

Conflict among teams

If there is a lack of transparency in how
decisions are made and budgets are
allocated, and one department receives
significantly more funding than another, this
could lead to conflict among teams.

Bottom-up model

Budget accuracy

Team leaders understand their department's
daily operations better than anybody else. As
a result, they have a unique viewpoint on how
to properly allocate resources in their field of
expertise and can bring context and
supporting data to senior management.

Employee empowerment

This method tends to generate a sense of
ownership and accountability to produce the
best possible return on investment.

Increased headcount retention rates

Individual empowerment boosts motivation and
productivity; leading to more employees
sticking around to support corporate decisions.

No organizational-wide
perspective

Individual departments may not connect
their budget requests with those of other
departments because they lack a complete
overview of the company.

Time-consuming process

This method involves far more stakeholders
than the top-down approach, which leads to
a more complex and labor-intensive process.

Lack of senior management's
experience

Senior management's expertise may not be
utilized to its full potential in a bottom-up
strategy due to their restricted position in
the process.

Would you like to find out more about how Abacum.io can help you automate your key reporting and
budgeting processes?

Request a personalized demo now to get started!




