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UNIT II 

PLANNING 

Planning 

Definition: Planning is the fundamental management function, which involves deciding 

beforehand, what is to be done, when is it to be done, how it is to be done and who is going to do 

it. It is an intellectual process which lays down an organisation’s objectives and develops 

various courses of action, by which the organisation can achieve those objectives. It chalks out 

exactly, how to attain a specific goal. 

Nature of Planning 

The nature of planning can be understood by examining its four major aspects. They are; 

1. It is a contribution to objectives, 

2. It is primacy among the manager’s tasks. 

3. It is pervasiveness, and 

4. The efficiency of resulting plans. 

1.  Its contribution to objectives (Plans must have effectiveness). 

Every major plan and its supporting plans should contribute to the accomplishment of the purpose 

and objectives of the enterprise. It means plans have to be effective. They have to deliver the 

required output. 

2. Its primacy among the manager's tasks. 

Managerial operations of organizing, staffing ( resourcing), leading (executing) and controlling 

are done to accomplish the objective through plans. Hence planning logically precedes the 

execution of all the other managerial functions.  Planning is primary task of managers. 

3. Its pervasiveness 

All managers from the first line supervisor to the chief executive officer of a company are to do 

planning. At lower levels we may term it as operational planning and at higher levels we may term 

it as strategic planning. The amount of time spent in planning may vary with the level.  

4. The efficiency of plans 

The effectiveness of a plan pertains to the degree to which it achieves the purpose or objectives. 

The efficiency of the plan refers to the contribution to the objectives, offset by the costs and other 

factors required to formulate and operate it. More simply stated if sales is taken as an objective, 

http://nraomtr.blogspot.com/2012/03/resourcing-function-of-management.html
http://nraomtr.blogspot.com/2015/09/planning-and-execution-theory-and.html
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the total sales revenue is the contribution of the plan to the objective and the profit which is the 

difference between sales revenue and total cost is the efficiency.  

Purpose of Planning 

1. To manage by objectives: All the activities of an organization are designed to achieve certain 

specified objectives. However, planning makes the objectives more concrete by focusing attention 

on them. 

2. To offset uncertainty and change: Future is always full of uncertainties and changes. Planning 

foresees the future and makes the necessary provisions for it. 

3. To secure economy in operation: Planning involves, the selection of most profitable course of 

action that would lead to the best result at the minimum costs. 

4. To help in co-ordination: Co-ordination is, indeed, the essence of management, the planning is the 

base of it. Without planning it is not possible to co-ordinate the different activities of an 

organization. 

5. To make control effective: The controlling function of management relates to the comparison of 

the planned performance with the actual performance. In the absence of plans, a management will 

have no standards for controlling other's performance. 

6. To increase organizational effectiveness: Mere efficiency in the organization is not important; it 

should also lead to productivity and effectiveness.  

PLANNING PROCESS 

The main steps that are taken in planning process are as follows: 

1. Establishing Objectives: 

Establishing the objectives is the first step in planning. Plans are prepared with a view to achieve 

certain goals. Hence, establishing the objectives is an important step in the process of planning. 

Plans should reflect the enterprise’s objectives. Objectives should clearly define as to what is to 

be achieved by policies, procedures, rules, strategies, budgets and programmes.  

2. Determining Planning Premises 

This is the second step in planning. Premises include actual forecast data, policies and plans of the 

enterprise. Planning involves looking into the future which necessitates the enterprise to know, 

how future conditions will affect its activities. Thus, forecasting is an important step in planning. 

There are two types of forecasting namely, 

i. Prediction of general economic conditions. 
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ii. Prediction of market conditions for a specific product or service dealt with by the enterprise. 

Keeping the general economic conditions in mind, a study of the industry is made. Then the 

manager proceeds to make a study of his company’s share of the market.  

3. Determining Alternative Courses 

Determining alternative courses is the third step in the planning process. The planner should study 

all the alternatives, consider the strong and weak points of them and finally select the most 

promising ones. 

4. Evaluating Alternative Courses 

Alternative courses so selected should be evaluated in the light of premises and goals. Evaluation 

involves the study of performance of various actions. Various factors such as profitability, 

investment requirements, etc., of such alternatives should be weighed against each other. Each 

alternative should be closely studied to determine its suitability. 

5. Selecting the Best Course 

After having evaluated the various alternatives, the most suitable alternative is selected. With this, 

the plan can be considered to have been adopted. It is exactly the point at which decisions are 

made. Sometimes, in the best interests of the enterprise, several alternative courses can be adopted. 

6. Formulating Derivative Plans 

Planning is not complete as soon as the best course is selected. The main plan should be supported 

by a number of derivative plans. Within the framework of a basic plan, derivative plans are 

formulated in each functional area. Segregation of master plan into departmental, sectional and 

individual plans, helps to understand the real nature of future uncertainties 

7. Implementation of Plans 

Implementation of plans is the final step in the process of planning. This involves putting the plans 

into action so as to achieve the business objectives Implementation of plans requires establishment 

of policies, procedures, standards, budgets, etc. 

 

 

 

TYPES OF PLANNING 

The 4 Types of Plans 

1.Operational Planning 
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“Operational plans are about how things need to happen,” motivational leadership speaker Mack 

Story said at LinkedIn. “Guidelines of how to accomplish the mission are set.” 

This type of planning typically describes the day-to-day running of the company. Operational plans 

are often described as single use plans or ongoing plans. Single use plans are created for events 

and activities with a single occurrence (such as a single marketing campaign 

2.Strategic Planning 

“Strategic plans are all about why things need to happen,” Story said. “It’s big picture, long-term 

thinking. It starts at the highest level with defining a mission and casting a vision.” 

Strategic planning includes a high-level overview of the entire business. It’s the foundational basis 

of the organization and will dictate long-term decisions 

3.Tactical Planning 

“Tactical plans are about what is going to happen. Tactical planning supports strategic planning. 

It includes tactics that the organization plans to use to achieve what’s outlined in the strategic plan. 

Often, the scope is less than one year and breaks down the strategic plan into actionable chunks. 

Tactical planning is different from operational planning in that tactical plans ask specific questions 

about what needs to happen to accomplish a strategic goal; operational plans ask how the 

organization will generally do something to accomplish the company’s mission. 

4.Contingency Planning 

Contingency plans are made when something unexpected happens or when something needs to be 

changed. Business experts sometimes refer to these plans as a special type of planning. 

Contingency planning can be helpful in circumstances that call for a change. Although managers 

should anticipate changes when engaged in any of the primary types of planning, contingency 

planning is essential in moments when changes can’t be foreseen.  

 

 

 

PLANNING PREMISES 

The process of planning is based upon estimates and predictions of the future. Though past 

guides the plans in present, plans achieve the goals in the future. Therefore, the forecast of future 

events leads to efficient plans. Since future events are not known accurately, the assumption is made 

about these events. 

https://www.toppr.com/guides/reasoning-ability/statements/statements-and-assumptions/
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These events may be known conditions (even changes in the tax laws as announced in 

the budget) or anticipated events which may or may not happen (entry of a competitor in the same 

market with the same product). 

Types of Planning Premises 

1. Internal and External Premises 

1. Internal Premises come from the business itself. It includes the skills of the labor force, investment 

policies of the company, management style, sales forecasts, etc. 

2. External Premises come from the external environment. That is economic, technological, social, 

political and even cultural environment. External premises cannot be controlled by the business. 

2. Controllable, Semi-controllable and Uncontrollable Premises 

1. Controllable Premises are fully controlled by the management. They include factors like materials, 

machines, and money. 

2. Semi-controllable Premises are partly controllable. They include marketing strategy. 

3. Uncontrollable Premises as the name suggests are those over which the management has absolutely 

no control. Take for example weather conditions, consumer behavior, natural disasters, wars, etc. 

 

 

 

 

 

 

 

 

PLANNING TOOLS AND TECHNIQUES 

The useful tools and techniques of managerial planning include the following: 

 

- Forecasting 

- Contingency planning 

- Scenarios 

- Bench marketing 

- Participative planning 

https://www.toppr.com/guides/general-awareness/public-finance-and-budget/introduction-to-budget/
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- Use of staff planners 

Forecasting 

          Forecasting is the process of predicting what will happen in the future. Almost every plan 

involves forecasts of some sort. The economist regularly report forecasts of economic conditions 

interest rates, unemployment, and trade deficits. among other issues. There are some based on 

qualitative forecasting. Qualitative forecasting uses experts opinions to predict the future. Also it 

is involved to  use mathematical models and statistical analysis of historical data and surveys to 

predict the future events. 

Contingency Planning 

It identifies alternative courses of action that can be implemented to meet the needs of 

changing circumstances. Although it is not possible for anyone to predict when things will go 

wrong, it can be expected that they will. It is unlikely that any plan will ever be completely perfect. 

Changes will occur in the environment. When crisis and emergencies occur, managers and the 

organizations have contingency plans that are ready to be implemented. Contingency plans contain 

"trigger points" that indicate when pre-selected alternative plans should be activated. 

Scenario Planning 

It involves identifying several alternative future scenarios that may occur. Plans are then 

made to deal with each scenario as it occurs. 

For example, the Heart and Stroke Foundation of Ontario set out to design a new model 

for the health care funding, they wanted to challenge the organization to think in different ways 

about the future. The scenario planning process benefited them by helping the board and other 

invited experts to rehearse strategic development plans and tactics in five different realistic 

scenarios. 

Benchmarking 

It is a technique that uses external comparisons to better evaluate one's current performances and 

identify possible actions for the future. The purpose of it is to find out what other people and 

organizations are doing well at and plan how to incorporate these ideas into one's own operations. 

One of the benchmarking techniques are used to search for best practices. Best practices are things 

that lead to superior performance. It is considered that the best run organizations also emphasize 
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internal benchmarking that encourages all members and work units to learn and improve by 

sharing one another's best practices. 

Participation and Involvement 

Includes, in all planning steps, the people who will be affected by the plans and/or who 

will be asked to help implement them. This process brings many benefits to the organization. 

Participation can increase creativity and information available for planning. Also, it increases the 

understanding and acceptance of plans, along with commitment to their success. Although its takes 

a long time, it can improve results by improving implementation. All employees participate in the 

planning process and are regularly updated about the company's program towards its goal. 

Use of Staff Planners 

Staff planners are employed to help coordinate planning for the organization as a whole or 

for one of its major components. They help bring focus and energy to accomplish important 

planning tasks. A risk involved is a tendency for a communication gap to develop between the 

staff planners and line managers. Everyone must work closely together, the resulting plans may be 

inadequate and people may lack commitment to implement the plans no matter who good they are. 

 

 

POLICIES 

Policies are guides to thinking in decision making. They reflect and interpret objectives 

and guide decisions  to  achieve the objectives. They establish the framework for planning 

programs. They establish limits or boundaries to plans whereas planning premises provide the 

operational background. 

Policies themselves are plans. They are also the result of planning and decision making. Policies 

also have levels. A policy can be a major as that of financing growth through retained profits. 

Policies can be categorized as originated policy, appealed policy, implied policy, and externally 

imposed policy. 

Guidelines for Effective Policies 

 Policies should reflect objectives and plans. 
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 Policies should be consistent. 

 Policies should be flexible 

 Policies should be distinguished from rules and procedures. 

 Policies should be in writing. 

 Policies should be taught. 

 Policies in Various Functional Areas of Business 

In the following functional areas, policies are announced generally to guide decision making. 

 Product selection and development 

 Pricing 

Sales promotion 

 Distribution channels 

 Production and inventory 

 Finance 

 Personnel selection and training 

 Compensation 

 Employee benefits 

 

 

 

 

OBJECTIVES 

Objectives are referred to some authors with different terms. Purposes, missions, goals or targets 

are the terms used to refer to objectives. Mission is usually used in military enterprises and 

occasionally in churches and government. "Goals" and "targets' often carry the notation of specific 

quantitative end. Sometimes the end can be qualitative also. Koontz and O'Donnel used the chapter 

on objectives to discuss all the various types of terms used in relation to objectives. 

Social objectives 

It is interesting to note that the discussion of objectives is started with the section social objectives. 

The objectives of a private enterprise have to be in harmony with the ends for which a society is 

organized. Whenever the actions and objectives of a private enterprise are thought be against the 

objectives of the society, legal action is initiated to regulate it or suppress it. 



9 
 

Enterprise Objectives 

The plural form is used to stress the fact that enterprises have mutliple objectives. Drucker asserted 

that there are eight areas in which objectives of performance and results have to set by all 

enterprises. They are: Market Standing, Innovation, Productivity, Physical and Financial 

Resources, Profitability, Manager Performance and Development, Worker Performance and 

Development, and Public Responsibility. 

Principles to be followed in setting objectives: 

1. Objectives have to be practically achievable. The organization must be able to do some thing to 

achieve each objective that it has set. 

2. The objectives have to support the enterprise purpose, its contribution to the customer. 

3. If long range objectives and short range objectives are specified, there must be integral 

relationship between them. 

4. At various points of time prioritization among objectives may be required. 

5. Objectives have to be specific and actionable and verifiable 

6. Objectives have to planned. There are the result of planning process or activity. 

7. Objectives have to be communicated to those charged with building plans to meet them.  

 

 

 

 

STRATEGIC MANAGEMENT 

The strategic management process means defining the organization’s strategy. It is also defined as 

the process by which managers make a choice of a set of strategies for the organization that will 

enable it to achieve better performance. 

Strategic management process has following four steps: 

1. Environmental Scanning- Environmental scanning refers to a process of collecting, 

scrutinizing and providing information for strategic purposes. It helps in analyzing the 

internal and external factors influencing an organization. After executing the 

environmental analysis process, management should evaluate it on a continuous basis and 

strive to improve it. 

https://www.managementstudyguide.com/environmental-scanning.htm
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2. Strategy Formulation- Strategy formulation is the process of deciding best course of 

action for accomplishing organizational objectives and hence achieving organizational 

purpose. After conducting environment scanning, managers formulate corporate, business 

and functional strategies. 

3. Strategy Implementation- Strategy implementation implies making the strategy work as 

intended or putting the organization’s chosen strategy into action. Strategy implementation 

includes designing the organization’s structure, distributing resources, developing decision 

making process, and managing human resources. 

4. Strategy Evaluation- Strategy evaluation is the final step of strategy management process. 

The key strategy evaluation activities are: appraising internal and external factors that are 

the root of present strategies, measuring performance, and taking remedial / corrective 

actions.  

These components are steps that are carried, in chronological order, when creating a new strategic 

management plan. Present businesses that have already created a strategic management plan will 

revert to these steps as per the situation’s requirement, so as to make essential changes. 

 

 

DECISION MAKING PROCESS 

Decision making is the process of making choices by identifying a decision, gathering 

information, and assessing alternative resolutions. 

Using a step-by-step decision-making process can help you make more deliberate, thoughtful 

decisions by organizing relevant information and defining alternatives. This approach 

increases the chances that you will choose the most satisfying alternative possible.  

Importance of Decision Making 

https://www.managementstudyguide.com/strategy-formulation-process.htm
https://www.managementstudyguide.com/strategy-implementation.htm
https://www.managementstudyguide.com/strategy-evaluation.htm
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Process of Decision Making 

Step 1: Identify the decision of problem 

You realize that you need to make a decision. Try to clearly define the nature of the decision 

you must make. This first step is very important. 

Step 2: Gather relevant information 

Collect some pertinent information before you make your decision: what information is 

needed, the best sources of information, and how to get it. This step involves both internal and 

external “work.” Some information is internal: you’ll seek it through a process of self -

assessment. Other information is external: you’ll find it online, in books, from other people, 

and from other sources. 

Step 3: Identify the alternatives 

As you collect information, you will probably identify several possible paths of action, or 

alternatives. You can also use your imagination and additional information to construct new 

alternatives. In this step, you will list all possible and desirable alternatives.  

Step 4: Weigh the evidence 

Draw on your information and emotions to imagine what it would be like if you carried out 

each of the alternatives to the end. Evaluate whether the need identified in Step 1 would be 

met or resolved through the use of each alternative. As you go through this difficult internal 

process, you’ll begin to favor certain alternatives: those that seem to have a higher potential 

for reaching your goal. Finally, place the alternatives in a priority order, based upon your own 

value system. 

Step 5: Choose among alternatives 

Once you have weighed all the evidence, you are ready to select the alternative that seems to 

be best one for you. You may even choose a combination of alternatives. Your choice in Step 
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5 may very likely be the same or similar to the alternative you placed at the top of your list at 

the end of Step 4. 

Step 6: Take action 

You’re now ready to take some positive action by beginning to implement the alternative you 

chose in Step 5. 

Step 7: Review your decision & its consequences 

In this final step, consider the results of your decision and evaluate whether or not it has 

resolved the need you identified in Step 1. If the decision has not met the identified need, you 

may want to repeat certain steps of the process to make a new decision. For example, you 

might want to gather more detailed or somewhat different information or explore additional 

alternatives. 

 


