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 Introduction 

It is often remarked that ‘Planning is a mere ritual in a fast changing environment’. 

This statement implies that in a highly turbulent and competitive environment 

planning becomes an empty academic exercise. Rapid changes in the economic 

and non-economic environment of business reduce the effectiveness of plans. 

 

It becomes difficult for the planners to accurately forecast future conditions. 

Planning premises or assumptions may have a low degree of accuracy. The 

reliability of plans is open to doubt when the environmental forces are not stable. 

Uncertainty and unpredictability of environment reduce the usefulness of planning 

in a turbulent environment planning becomes a more time-consuming and 

expensive exercise. Even the best laid planning may become redundant when the 

assumptions and forecasts on which the plans are based turn out to be different. 

Plans have to be revised again and again in a highly volatile environment. The 

plans might fail to guide the destiny of the organization. 

 

It is true that a last changing environment reduces the accuracy and reliability of 

planning. But planning in advance is better than reacting to the environmental 

crisis as and when they arise. When events are left to chance the organization has 

no guide and cannot survive environmental threats. Through planning, it can search 

for and prepare itself to meet the contingencies and challenges. 

 

Planning enables management to command the future rather than being swept 

away by future. In a fast changing environment the need for planning is all the 

more important because risk and uncertainty increase. In such an environment 

contingent plans can be prepared. 

 

 



 

 

 

Meaning of Planning 

Planning enables management to command the future rather than being 

swept away by future. In a fast changing environment the need for planning is 

all the more important because risk and uncertainty increase. In such an 

environment contingent plans can be prepared. 

 

A plan may be defined as detailed course of action designed today to do 

something tomorrow. Thus, planning is an intellectual attempt by a manager 

to anticipate the future for better organisational performance. 

Planning is a primary management function which every organisation has to 

undertake irrespective of its size, nature and origin. 

Tlieo Haimann – “Planning is deciding in advance what is to be done. When a 

manager plans, he projects a course of action, for the future, attempting to 

achieve a consistent, coordinated structure of operations aimed at the desired 

results.” 

 

Koontz and O’Donnell have suggested the following measures for making 

planning more effective in a fast changing environment: 

(a) Planning must not be left to chance. Rather a climate conducive to planning 

should he created. 

(b) Planning must start at the top, initiative and support of top management is 

essential for effective planning. 

(c) Planning must be organized for wider participation in the formulation and 

execution of plan. 

(d) Goals, premises and policies must be properly communicated. 

(e) Long-range planning must be integrated with short range planning. 

(f) Planning must include awareness and acceptance of change. 

(g) An open system approach involving continuous monitoring of environment 

should be adopted. 

 

 



 

 

Definitions of Planning: 

Being the starting point in managerial functions, broadly speaking, planning is 

concerned with determining various courses of action in the light of organisational 

objectives and premises and then selecting the best possible alternative. 

 

Koontz and O’Donnell – “Planning is deciding in advance what to do, when to do, 

how to do and who is to do it. It is bridging the gap from where we are to where we 

want to go.” 

 

Alford and Beatt – “Planning is the thinking process, the organised foresight, the 

vision based on fact and experience that is required for intelligent action.” 

Louis A. Allen – “Management planning involves the development of forecasts, 

objectives, policies, programmes, procedures, schedules and budgets.” 

 

 Nature of Planning   

 

There are number of ways available to complete a certain job. Planning chooses 

any one of the best alternatives out of the available ones. Economy and certainty 

are considered while selecting the best alternative. 

 

The nature of planning is briefly discussed below: 

1. Primary of Planning: 

The functions of management include planning, organising, staffing, directing and 

controlling. Eminent writers may add other new ones to these functions or those 

which have not been included in these functions. Anyway, writers unanimously 

accept that planning is the primary function of all the other functions. The reason is 

that the manager wants to achieve the pre-determined objectives in a better way. 

2. Planning Contributes to Objectives: 

There is a close connection between objectives and planning. Planning is based on 

the objectives. If there is no link between planning and objectives, the former will 



only be a mental exercise and of no use. Planning contributes to the attainment of 

objectives. 

3. Planning an Intellectual Activity: 

Planning includes the selection of the best alternative available and thinking before 

selection of the best alternative. It involves the ability to foresee mishaps in future 

which might affect the smooth functioning of an organisation. So, planning is an 

intellectual activity. 

4. Planning Results in Higher Efficiency: 

Planning efficiency is measured in terms of input and output ratios. Planning leads 

to maximum output with minimum expenditure. This input and output relationship 

is not only determined by money, labour hours and production units but also by the 

degree of satisfaction available to the individual as well as the group. The high 

degree of human satisfaction motivates the workers to produce more within the 

specified time. 

5. Planning is a Continuous Process: 

Planning does not come to an end with the establishment of a business concern. 

Planning in other functions is also required. After the establishment of a business 

concern, certain decisions are taken. Planning is necessary to implement the 

decisions. A number of decisions are taken during the life time of the business 

concern. So, planning is necessary throughout the running of the business concern 

as a continuous process. 

6. Planning is Flexible: 

While planning, any one of the available alternatives is selected. Planning selects 

the best alternative based on certain assumptions. If the assumptions are proved 

wrong, the selected alternative tends to be an incorrect one. There is a possibility 

of a dead log in the functions of the management. Planning has one more 

alternative to suit future situations. 

7. Unity and Consistency: 

Every department manager resorts to planning at different times. The planning is 

related to the achievement of objectives. In other words, managerial actions of 

different managers are unified in order to achieve the objectives. Policies and 

procedures of the organisation provide a basis for the consistency of executive 

behaviour and action in matters of planning. 

8. Planning is Common to All: 

Planning work is done by every person who is working in a business unit. He may 

be a managing director or a foreman. 



Being of a higher place, the planning for a managing director is to frame the 

policies and procedures to be adopted. Being at a lower place, planning for a 

foreman is to allocate the work to his subordinates. So, planning is common to all. 

9. Basis for All Managerial Functions: 

Planning is found at all levels of management. Top management looks after 

strategic planning. Middle management looks after administrative planning and the 

lower level management looks after operational planning. 

10. Getting Co-Ordination: 

Planning co-ordinates various business activities. Without planning, nothing can be 

co-ordinated. 

11. Considering Limiting Factors: 

Every plan is formulated after considering the limiting factors. The limiting factors 

may be money, skilled labour, quality materials, plant and machinery. 

 

 Importance  of Planning 

Planning is the first and foremost essential activity in all organisation. It helps in 

determining and achieving the objectives of the organisation. The sound planning 

is important condition for effective management. 

It helps the organization in the following ways: 

1. Making Objectives Clear: 

It makes objectives clean, clear, and specific, it also serves as guide for deciding 

what action should be taken in present and future conditions. 

2. Planning Provides Direction: 

Planning helps the organisation to keep on the right path. It provides definite 

direction to manager to decide what to do and when to do it. 

3. It Reduces Risk and Uncertainty: 

It helps organisation to predict future events and prepare to take necessary actions 

against unexpected events. It is helpful in assessing and meeting future challenges. 

As per view of Peter F. Drucker, “Planning enables a manager to affect rather than 

accept the future”. 

4. Planning is Economical: 

As per views of Koontz and O’ Donnell,” Planning substitutes jointly directed 

effort against uncoordinated, piecemeal activity, an even flow of work for an 

uneven flow, and deliberate decisions for snap judgments”. The effective plans 

coordinate organisational work and economical. 



5. Planning Provides the Basis for Control: 

Planning provides the standard against which the actual performance can be 

measured and evaluated. There is nothing to control without planning and without 

proper control. Plans serve as yardsticks for measuring performance. 

6. Planning Facilitates Decision Making: 

Planned targets serve as the criteria for the evaluation of different alternatives so 

that the best one may be chosen with the help of planning hasty decisions and 

random actions can be avoided. 

 

 

7. Planning Improve Efficiency of Operations: 

It is rational activity that leads to efficient and economical operations, planned 

action is always better than unplanned. Planning makes the task of managing more 

efficient and effective manner. It helps to minimize the cost of operations and 

improves the competitive strength of an organisation. 

8. Planning Improves Morale: 

If the role of employee is cleared and well defines goals, then the employee feels 

highly motivated and contribute his full potential towards accomplishment of 

objectives. Planning improves the behavioural climate in the organisation and 

reduces the friction between departments. 

9. Effective Co-Ordination: 

According to Koontz and O’ Donnell “Plans are selected courses along with the 

management desires to coordinate group action.” The effective coordination 

integrates the physical and human resources between departments. 

10. Planning Encourages Innovation and Creativity: 

Planning compels the managers to be creative and innovative all the time. It forces 

managers to find out new and improved ways of doing things in order to remain 

competitive and avoid the threats in the environment. 

 

Classification of Plans: Based on Importance, Time, Level, Formality and 

Approach 

Plans can be classified based on importance, period of planning, level, formality, 

and approach. 

1. Based on Importance: 

Plans can be strategic, tactical, or operational.  



1.Strategic plans are important, future-oriented plans that form the hub of fulfilling 

the vision. Usually, they concern the entire organisation. 

 2. Tactical plans are required to implement strategic plans. Examples, are 

redesigning the shop floor layout or closing a few non-performing outlets of a 

retail chain. 

3. Operational plans are related to day-to-day functioning such as production, 

delivery, or purchase operation. Take for instance, the plan of Precision 

Connectors to deliver connectors to the two-wheeler manufacturer, which is an 

illustration of operational plans. 

 

2. Based on Time: 

Plans can be short, medium, or long term.  

1.Short term usually refers to plans of one year or less; medium term, to two to five 

years; and long term, to five to 10 or even 20 years. It depends on the nature of the 

project. Some projects such as building the Metro in Mumbai or Bengaluru may 

have a short-term plan that covers 50 km of Metro in five years;  

2. A medium- term plan that covers 200 km in 10-12 years,  

3.  long-term plan that covers 300 or 400 km of rail that in 20 to 30 years. 

 

3. Based on Level: 

A plan can be called corporate level, business level, or functional level plan.  

 1. The Tatas entering the airlines business is an example of corporate-level plan 

and   

2. Precision Connectors becoming an OEM is an example of a business-level plan.  

3. Functional-level plans are made by departments, for example, a plan on how the 

marketing department will achieve its goals. 

4. Based on Formality: 

A plan can be formal or informal.  

It is formal when planning is done as per the defined steps and documented, and 

informal when the documentation is not very rigorous. 

5. Based on Approach: 

1. A plan can be called proactive when it is meant to meet an anticipated situation. 

For instance, a compensation plan based on a three-year salary negotiation is a 

proactive plan to ensure industrial peace.  



2. If the same compensation plan came up as a result of a flash strike, it would be a 

reactive plan. The former leads to growth and the latter helps to regain balance and 

to ensure survival. 

Important Steps in Planning Process 

 

Planning involves a number of steps ranging from determining the objectives to 

follow-up action as detailed below. 

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. Plan must make sure that every activity undertaken contributes to the 

achievement of objectives. 

The objectives fixed must clearly indicate what is to be achieved, where action 

should take place, who is to perform it, how it is to be undertaken and when it is to 

be accomplished. That is, managers should be able to restate the objectives of the 

firm in definite and clear terms that will motivate examination and evaluation of 

performance against targeted performance in the plan. Objectives should be 

measurable. 

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, 

   1. Prediction of general economic conditions. 

   2. 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. 

Forecasting will reveal those areas where control is lacking. Planning will be 

reliable when the forecast methods are accurate. Hence, the success of the planning 

depends very much upon the forecasts. 

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. 

Many other factors such are uncertain future trend, problems faced financially, 

future uncertainties renders the evaluation process, complex and difficult. Usually, 

alternative plans are evaluated against factors such as cost, risks, benefits, 

organizational facilities, etc. Computer based mathematical plans and techniques 

can also be utilized to identify best course of action. 

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. To make the planning process more 

effective, it should also provide for a feedback mechanism. These plans are meant 

for the implementation of the main plan. 

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. 

 

Advantages and Disadvantages of Planning: 

Advantages of Planning 

Planning is an important per-requisite for attaining the cherished goals of a 

business enterprise. Of all the managerial activities, it comes first because of the 

following benefits: 

1. Planning leads to more effective and faster achievements in any organization. 

2. Since planning foresees the future and also makes a provision for it, it gives an 

added strength to the business for its steady growth and continuous prosperity. 

3. It secure unity of purpose, direction and effort by focusing attention on the 

objectives. Hence, unnecessary duplication, overlapping and cross-purpose 

workings are eliminated. 

4. It has the effect of minimizing the cost of operations. 

5. It ensures an even flow of work, minimizes false steps and protects against 

unwanted deviations. 

6. It enhances the efficiency of other managerial functions. 

7. It provides an effective basis for control in all organizations whether small or 

big. 

8. It facilitates the process of decision-making. 

 

9. It enables the management to implement future programmes in a systematic way 

so that the management may get the maximum benefit out of the programmes 

framed. It enables all the activities to be conducted in an orderly and coordinated 

manner in order to achieve the common goals of the enterprise. 

https://accountlearning.com/importance-of-cost-reduction-in-marketing/


10. With the rapid growth of technological development, it is essential for a 

manager to keep abreast of the up-to-date technology. Otherwise, the products are 

likely to become obsolete. Planning helps in this process. 

11. By avoiding waste of men, money, materials and machinery, planning 

indirectly leads to large-scale economies. 

12. Planning encourages the sense of involvement and team spirit. Planned targets 

provide a basis upon which good performances can be rewarded and poor 

performances can be improved. 

13. Planning is the essence of all management activities. Once it is. done well, 

other activities automatically follow. 

14. It educates people. It orients people. It gives them a sense of direction and the 

stimulating feeling that their efforts are being put to useful purpose, rather than 

being wasted. They begin to feel that they are worthy partners in a productive 

enterprise. 

Disadvantages or Limitations of Planning 

 

Planning aims at forecasting and providing a means for examining the future and 

drawing up a plan of action. The very purpose of planning is to develop creative 

and innovative policies to guide company’s activities in the market place. This is 

not an easy task. There are many obstacles in the path leading to successful 

planning. They are: 

1. Accuracy of facts and information about the future is one of the limitations of 

planning. 

According to Terry, 

“no manager can predict completely and accurately the events of the future”. 

Managerial planning can be made accurately only if the events in future are 

predicted accurately. Often adequate facts may not be available. 

2. Time, money and effort are required in the collection and analysis of data and in 

the formulation and revision of plans. It is a time consuming process. It is an 

expensive process. Planning is useful only when the expected gains from it exceed 

https://accountlearning.com/what-are-the-purpose-of-planning-in-an-organization/


its costs. Often it is remarked that the cost of planning is in excess of its actual 

contribution. 

3. Planning takes time i.e., adequate time. Sometimes, it may cause delay in taking 

decisions. A manager may be bogged down by procedures, rules, etc., when quick 

decision is essential. 

4. Planning may create a false opinion that all problems will be solved if the plans 

are implemented. In practice, management has to revise the plans continuously and 

check on their execution. 

5. Another major limitation of planning is that there are various alternatives to 

combat certain problems. Every alternative has its own merits and limitations. 

Every alternative presents different results also. In this way, diversity of 

alternatives cause many difficulties in the way of formulating planning. 

6. The effectiveness of planning may be greatly influenced by external forces, the 

controllability of which is not in the hands of planners. Government control, 

natural calamities, etc., may create hurdles in the implementation of managerial 

plans. 

7 It makes the entire organizational set up extremely rigid. 

8 It leads to probable results and not assured goals. 

9. Machinery of planning cannot be free from bias. Forecasting methods, statistical 

data supplied, etc., are all inaccurate and the results of operation research cannot be 

applied to all cases that come under planning. 

10 In the planning process, the quality of the output depends upon the quality of 

input. 

11. Tendency towards inflexibility or reluctance to change, is another drawback of 

planning. 

12 It encourages a false sense of security against risk of uncertainty. 

13. Standing plans demand repetitive operations, but in the absence of such 

operations, plans lose their significance. 

 

https://accountlearning.com/how-to-make-planning-effective/
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Management by Objective (MBO) 

In spite of the serious limitations, planning is still recognized as the foremost 

function of the management. It is no doubt that unplanned operations shall produce 

chaos and disorder everywhere without exception. 

An effective management goes a long way in extracting the best out of employees 

and make them work as a single unit towards a common goal. 

The term Management by Objectives was coined by Peter Drucker in 1954. 

The process of setting objectives in the organization to give a sense of 

direction to the employees is called as Management by Objectives. 

It refers to the process of setting goals for the employees so that they know what 

they are supposed to do at the workplace. 

Management by Objectives defines roles and responsibilities for the employees 

and help them chalk out their future course of action in the organization. 

Management by objectives guides the employees to deliver their level best and 

achieve the targets within the stipulated time frame. 

Need for Management by Objectives (MBO) 

 The Management by Objectives process helps the employees to understand 

their duties at the workplace. 

 KRAs are designed for each employee as per their interest, specialization 

and educational qualification. 

 The employees are clear as to what is expected out of them. 

 Management by Objectives process leads to satisfied employees. It avoids 

job mismatch and unnecessary confusions later on. 

 Employees in their own way contribute to the achievement of the goals and 

objectives of the organization. Every employee has his own role at the 

workplace. Each one feels indispensable for the organization and eventually 

develops a feeling of loyalty towards the organization. They tend to stick to 

the organization for a longer span of time and contribute effectively. They 

enjoy at the workplace and do not treat work as a burden. 

 Management by Objectives ensures effective communication amongst the 

employees. It leads to a positive ambience at the workplace. 



 Management by Objectives leads to well defined hierarchies at the 

workplace. It ensures transparency at all levels. A supervisor of any 

organization would never directly interact with the Managing Director in 

case of queries. He would first meet his reporting boss who would then pass 

on the message to his senior and so on. Every one is clear about his position 

in the organization. 

 The MBO Process leads to highly motivated and committed employees. 

 The MBO Process sets a benchmark for every employee. The superiors set 

targets for each of the team members. Each employee is given a list of 

specific tasks. 

     Limitations of Management by objectives Process 

 It sometimes ignores the prevailing culture and working conditions of the 

organization. 

 More emphasis is being laid on targets and objectives. It just expects the 

employees to achieve their targets and meet the objectives of the 

organization without bothering much about the existing circumstances at the 

workplace. Employees are just expected to perform and meet the deadlines. 

The MBO Process sometimes do treat individuals as mere machines. 

 The MBO process increases comparisons between individuals at the 

workplace. Employees tend to depend on nasty politics and other 

unproductive tasks to outshine their fellow workers. Employees do only 

what their superiors ask them to do. Their work lacks innovation, creativity 

and sometimes also becomes monotonous. 
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