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¢ Planning: Concept, Importance and Limitations
* Planning Process and Types of Plans

Planning: Concept, Importance and Limitations

Concept Explanation:

Planning is the process of setting objectives and formulating detailed action plans to
achieve these objectives. It involves deciding in advance what to do, how to do it, when to
do it, and who will do it.

Key Definitions [ Features:

¢ Planning: Deciding goals and the means to achieve them before actions are taken.
¢ Importance of Planning:
o Provides clear direction for action.
o Reduces risks and uncertainties by anticipating future events.
o Prevents overlapping and wasteful activities by coordinating efforts.
o Encourages innovative ideas as it is the first function of management.
o Facilitates decision-making by evaluating alternatives.
o Establishes standards for controlling performance.
e Limitations of Planning:
o Leads to rigidity as plans may be difficult to change once set.
o May not be effective in dynamic and unpredictable environments.
o Can reduce creativity among middle and lower-level managers.
o Involves high costs in terms of time and money.
o Time-consuming due to data collection and analysis.
o Does not guarantee success; past plans may not work in future.



lllustrative Example:

Planning helps a company set a sales target and decide the marketing strategies to
achieve it, reducing uncertainty and guiding all departments towards the goal.

Practice Set:

e Level ] — Easy: Define planning and list two importance points.

e level 2 — Moderate: Explain two limitations of planning with examples.

e level 3 — Challenging: Discuss how planning can reduce risks and also why it may fail
in a dynamic environment.

Answer Key:

¢ Planning is deciding objectives and how to achieve them.

e Importance includes providing direction and reducing risks.

e Limitations include rigidity and high costs.

e Planning reduces risks by anticipating future events but may fail if environment
changes unpredictably.

Quick Reference:

e Planning = Setting objectives + action plan

e Importance: Direction, risk reduction, coordination, innovation, decision-making,
control

¢ Limitations: Rigidity, dynamic environment, reduced creativity, cost, time, no
guarantee

Glossary:



¢ Objectives: Desired goals to be achieved.

e Risk: Uncertainty about future events.
¢ Rigidity: Inflexibility in changing plans.

Planning Process and Types of Plans

Concept Explanation:

The planning process involves a series of steps to develop effective plans. Plans can be

categorized into different types based on their purpose and duration.

Key Definitions [ Features:

¢ Steps in Planning Process:

o

o

o

(e}

Setting Objectives: Define goals for the organization and its units.

Developing Premises: Establish assumptions about future events (e.g.,, market
demand, policies).

Identifying Alternatives: List possible courses of action.

Evaluating Alternatives: Assess pros and cons of each option.

Selecting an Alternative: Choose the most feasible and profitable plan.
Implementing the Plan: Put the chosen plan into action.

Follow-up Action: Monitor progress and make adjustments if needed.

e Types of Plans:

o

Single-use Plans: Created for one-time projects or events (e.g., budgets,
programs).

Standing Plans: Ongoing guidelines for recurring activities (e.g., policies,
procedures, rules).

Obijectives: Basic ends the organization aims to achieve.

Strategy: Overall plan to achieve objectives, addressing key questions like target
customers and pricing.

Policy: General guidelines directing decision-making.

Procedure: Step-by-step instructions for routine tasks.

Method: Prescribed ways to perform tasks.

Rule: Specific statements about what must be done.

Programme: Detailed plan outlining objectives, resources, and budget for a
project.



o Budget: Numerical statement of expected results.

lllustrative Examples:

Forecasting demand to develop premises.

Evaluating risk-return trade-offs in investment decisions.
Marketing strategy addressing customer needs and pricing.

Recruitment policy guiding hiring decisions.

Practice Set:

o level ] — Easy:List the steps in the planning process.

e level 2 — Moderate: Differentiate between single-use and standing plans with
examples.

e level 3 — Challenging: Explain how a company can use strategy and policy in
planning its marketing activities.

Answer Key:

e Steps: Setting objectives, developing premises, identifying alternatives, evaluating,
selecting, implementing, follow-up.

e Single-use plans are for one-time projects; standing plans guide recurring activities.

e Strategy defines business approach; policy guides decisions within that strategy.

Quick Reference:

e Planning Process Mnemonic: Slow Driving Is Easy and Safe. | Follow.
e S - Setting Objectives

e D - Developing Premises

e | - Identifying Alternatives

e E - Evaluating Alternatives

e S - Selecting Alternative



e | - Implementing Plan

e F - Follow-up Action

e Types of Plans: Single-use, Standing, Objectives, Strategy, Policy, Procedure, Method,
Rule, Programme, Budget

Glossary:

e Premises: Assumptions about future conditions.

e Forecasting: Predicting future events to aid planning.

o Strategy: Overall plan to achieve objectives.

¢ Policy: Guiding principles for decision-making.

e Procedure: Steps to perform routine tasks.

e Budget: Financial plan showing expected income and expenses.



