Principles of Management CHAPTER 2: Planning

Planning

Jylain)
Planning is deciding in advance what to do. How to do, when to do and
who is to do Plan: bridges the gap from where we are to where we want to
go. It makes possible for things to occur which would not otherwise
happen.
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Principles of Management CHAPTER 2: Planning

2.1 CHARACTERISTICS OF PLANNING Lbaddl) &l e

1. Planning is closely associated with the goals of the organization. These

goals be implicit or explicit. However, well-defined goals lead to

efficiency in planning
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2. Planning is primarily concerned with the forecasting of future situation

in which an organization has to function. Accurate forecasting leads to

correct decisions about future course of action.
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3. Planning involves the selection of the best among several alternatives

for achieving the organizational objectives, as all of them are not equally

applicable and suitable to the organization.
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4. Planning 1s comprehensive and is required in every course

of action in the organization.

5. Planning is flexible as it is based on future conditions which are always
dynamic. As such, an adjustment is needed between the various factors
and planning

Sosa sh s iy s paial) Adiaadl) Cag ylall Gl e aaing 48) G g e Jaypladill 2o
) Aaliad) Jal gl Jyaatl

2.4 TYPES OF PLANS Jaadl g1 g3l

Planning consists of several individual plans or component pans which are
bound together in a consistent structured operation. Identifying these
components illustrates the breadth of planning. Planning process generally
results into several specific plans. Some of these arc in the form of standing
plans while some others are single-use plans.
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Examples of standing plans are objectives, policy, rules, procedures, etc.
Budgets, targets, and quotas are the examples of single-use plan. The basic
difference between standing and single-use plan lies in their use over a
period; standard plans are used over a long period, while single-use plans
are used for only specific periods.
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2.4.1 OBJECTIVES alaay)

Every organization, being a deliberate and purposive creation, has some

objective or set of objectives. In complex organizations, objectives are

structured in a hierarchy in which the objectives of each unit contribute to

the objectives of the next higher unit.
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A broad objective states the purpose of the entire organization. The

process of setting objectives is directed by management, and is the first

step in planning.
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2.4.2 POLICIES Sl

Policies are general statements or understandings, which provide guidance
in decision-making by subordinates. A policy might be in the form of an
explicit declaration in writing, or, as more often is the case, has to be
interpreted from the behaviour of the organization members, particularly
people at the top. Policies arc the part of a plan in the sense that they also
aid in mapping out a course of action.
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2.4.3 STRATEGIES cbiad) )
Strategies are plans for bringing the organization from a given position to a
desired position in future. It is the pattern of objectives, purposes and
major policies and plans for achieving the goals. The purpose of
competitive strategy is to encounter the forces of competitors.
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2.4.4 PROCEDURES Sle) Y

A procedure includes how each of its tasks will take place, when it will
take place, and by whom it is to be performed. Time factor is important not
only to expedite the controlling efforts applied to a procedure but also to
help coordinate the operation of various procedures within an organization.
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Once the procedure is established, this can be used over again, for
accomplishing a particular work. Procedures arc more exacting and
numerous at lower levels as compared to higher levels. This is largely
because at lower levels more exact and use! Control is required mostly
routine jobs arc performed at this level, which require less discretion’ in
decision-making.
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Procedures often cut across departmental lines. For example, a procedure
for executing a sales order prescribed in an organization will involve
production, sales, finance and inventory departments. Thus, procedure will
prescribe how a sales order will be executed i.e. What will be the different
steps in chronological order for this purpose’!
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2.4.4.1 Policy and Procedures Cilg) Y g dbaadl

A procedure simply provides guidelines to the action by prescribing how
stepwise action ¢ be taken Policy, on the other hand, provides guidance
for managerial thinking as well action. As a result, it does not tell a
manager how to do something; it merely channels decision-making along a
particular line by delimiting his span of consideration. Thus, a policy is
more flexible as compared to a procedure.
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The difference between policy and procedure may be understood by an
example. An organization may have a policy of granting its employees
vacation. For implementing this policy, certain procedure may be followed
so that work r not suffer: employees get vacation by applying through
certain procedure.
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2.4.4.2 Characteristics of a Good Procedure aad) o)) Slaw

The following factors should be observed while selling a procedure.
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1. Based on facts: A procedure should be based on adequate facts on the
particular situation and not guesses or wishes. For each case, due
consideration must be given to the objectives, physical facilities, the
personnel and the type of work. Thus, a procedure which is good one
organization may not be suitable for other organizations. The procedure
should be such its each step contributes positively to managerial actions.
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2. Procedure as a system: Procedures to be effective must be
recognized, as a system of interrelated activities in a network .The problem
of procedures cannot be solved unless complex systematic structure is
analyzed. The designing of a procedure requires the -approach as that of
organizing because it must properly integrate the various activities A are
affected by a procedure.
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3. Well-balanced: Designing a procedure is essentially a  matter of
maintaining BALANCE BETWEEN stability and flexibility in the
procedure. A procedure should possess stability in that it  provides
steadfastness of the established course with changes made only when
fundamental modifications in the factors affecting the operation of the
procedure occur. On the other hand, flexibility in a procedure is required in
order to cope with a crisis or emergency. Special demands or adjustment to
a temporary condition.
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4. Updating procedures: There, should be a continuous review of the
working of the procedures so that their utility is ascertained. In many
cases, it happens that a new procedure is added without deleting or
modifying the existing ones. Thus, after certain time, the organization has
too many procedures without taking lull advantages of these. The
periodical review may specify the desirability of a procedure and
unnecessary ones may he eliminated
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5. Minimum procedures: The basic principle of procedures is that they
should be kept to the possible. After ail. Every procedure costs something
to the organization in term, of time, paper handling, and delay. And lack of
responsiveness to change. Thus in changing environment. More
procedures may create more problems
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2.4.5 RULES ol gl

A rule i1s a specific guide for action, established authoritatively, and
utilized in order to inform employees of conditions under which
designated actions are to be taken to activities are to be formed.
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A rule provides definite action to be taken or not taken with respect to a
situation. The rule does not allow any deviation from staled course of
action. For example, if an organization frames a rule 'smoking 1is
prohibited' there is no discretion except to accept it. A procedure can be
looked upon as a sequence of rules-, a rule may or may not be a part of a
procedure, but if somebody violates it, he may be penalized according to a
certain set procedure.
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Thus. Rule does not prescribe a time sequence for an action whereas
procedure does so. The rules also perform the function of communicating
the obligations of the officials in the organization. Usually, rules are given
more deliberately than orders, and thus. The statement of obligations they
explicate can be taken to be definite.
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2.4.6  METHODS 3kl

A method is a step of a procedure. It can be defined as a prescribed manner
for performing a given task with adequate consecration to the objective,
facilities available, and total expenditures of time, money and effort. Thus,
a method specifics how a step of a procedure is followed. A method is
normally confined to one department and frequently to the efforts of one
individual engaged in the specified work. Thus, a method is more limited
as compared to procedure.
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Analysis of methods shows that greater output is achieved when the task
is carefully defined performed in a definite manner. And with a definite
period. Various techniques available for methods improvement are time
and motion study, work simplification work and work standardization.
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2.4.7 Projects Cile g wdall

A protect or programme, is a type of plan which can be bought of in terms
of planned actions integrated into a unit and designed to bring about a
stated objective. The project is a scheme for investing resources and such a
scheme of investment may be quite large or small.

agj@ww\dwiﬁ\u@ug&b;\yusm&mw\UA&)J}A ‘@LL).\S\J\&JM\
em i Lam ) e LY 13 ) ks

A project means that the activity is definable in terms of specific
objectives, it 1is infrequent and unique, and it is complex and
interdependent on various tasks accomplishment and is critical to the
organization. The overall policy of the organization provides guidelines
about project selection and implementation. Whether a project should be
decided on the basis of its contribution to the organizational profits or it
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should he selected on the basis of how it is going to organizational image
is a matter of policy decision.

JalSia g aaa 4] ey 8 5 5ol 4] A Calaal (ady Lad laaae LA O ¢ 5 pdall e
Sl e Clean sl a5 Aalaiall A0 Al Faliial) ) (ol 5 ilida e Jlad) e
o gl Apelaiil) CuulSall dlaaliss il (e & 5 e )58 o ama e 3] g gyl L

ool 1A ¢ g ga B dpalatil) 5 ) seall ) cady oS Gulad e s

Like a policy, procedures too affect the project selection and
implementation. The organization may provide a procedure manual setting
forth in detail, the capital expenditure, budgeting and techniques. Routing
a proposal through several persons provides a mechanism for obtaining the
view and judgments of others. This also facilitates the coordination of
interrelated activities.
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2.4.8 BUDGETS Sl Jaal)

Budgets express organizational and departmental objectives in financial
and non-financial quantities. They anticipate operating results over some
future period and provide a basis for measuring performance as plans arc
translated into accomplishments. The budgets may be prepared for various
groups of activities. Some important budgets arc production, purchasing,
materials, sales, advertising, personnel, cost, and capital outlay.
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2.8 CORPORATE PLANNING (S dd) Japhads) (5 ladl) Jaudadsl

Corporate planning is a process of determining the major objectives of an
organization and the policies and strategies that will govern the acquisition
and use of resources to achieve those objectives.
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Corporate planning is essentially based on strategic planning and at the
same time takes care of operational planning and project planning.
Corporate planning is concerned with changes in the overall shape of an
organization and these changes usually take many years to be fruitful,
which implies that corporate plans are necessarily long-range.
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However, corporate planning and long-range plans can be prepared for
anything like building a submarine or modernizing the manufacturing
plant of a company but they cannot be called corporate plans.
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2.8.1 CHARACTERISTICS (paibadll) & Jaadl)

1. Corporate plan deals with formulation of objectives, plans, policies and

strategies JF: making decisions on vital matters affecting the survival of

the organization.

Al s bl i) s lubuall g adadll s Calaa¥) deliia s A jlaill Jadadd) Jalati -
Adaial) oliy 85 jisall g all il )l

2. It deals with the Suture impact of current decisions.
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3. It involves systematic identification of opportunities and threats arising
out of the changing environment and matching them with strengths and
weaknesses of the organization.
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4. It provides an integrated framework within which the functional and
departmental plans are formulated.
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2.8.2. CORPORATE OBJECTIVES  (<ils &) Jaadl) (o jlaill Jaudadsl) Cilaa|

The objectives of corporate planning are as follows:
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1. Allocation of scarce resources like capital, materials and technological
know-how among product / market alternatives.
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2. Preparing the company to adapt to environmental opportunities and
threats.
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3. Coordinating strategic activities to reflect the firms own internal

strengths and weaknesses in order to achieve efficient operation.
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4. Preparing the company for Adaptation and integration which arc
complementary to each other. Adaptation implies a focus on where the
firm is to go, where as integration focuses on how to get there in the most
efficient manner.
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5. To learn from the outcomes of past strategic decision to make better
decisions in future. It also serves as a self-improvement system by laying
down a basis for monitoring progress towards goals.
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2.8.3 IMPORTANCE OF CORPORATE PLANNING (sl Jadadl) Alaa

1 Corporate planning encourages the habit of forward thinking on the part
of manager.
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2. It helps in attaining overall coordination among the various levels of
management.

30 Aaliaal) il gieal) Cpar SH Banl) (65 b ac o Y

3. It creates a greater awareness of the business environment and a sense

of making a critical review of the business operations.
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4. It enables the organization to anticipate technological changes and
prepare for the same.
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5. It can lead to improvement in overall performance of the organization.
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2.8.4 PROCESS OF CORPORATE PLANNING il adaddl) cililes

The process of corporate planning comprises the following steps:
AU ¢l gladll Jads ol L) Alee

1. Scanning the environment: This involves scanning of environmental
factors such as economic, social, cultural, political, legal and technical. It
is necessary to know how environmental changes affect the functioning of
the enterprise and determine the threats and opportunities.

Jae e i acinl) sl oS o yad (o (3 pmaim 4 (i 5 (3538 i
ol 5 Qlaagill a3a5 5 A sall

2. Making corporate appraisals: This helps to identify the strength and

weaknesses of the enterprise in terms of the sources, products, profitability

etc.
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3. Determining of mission and objectives: It starts with spelling out the
business mission or the purpose that might he pursued in future. A clear
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statement o! Mission would help to identify the function, character and the
philosophy of the organization.
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4. Making strategies: This involves choosing an appropriate strategy to
attain the specified mission and objectives. This is done after evaluating
alternative strategic approaches in term of their consistency with objective,
resource position, efficiency and risks.
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5. Developing of action plans: After strategy making, corporate planning
should be broken into policies, programmes, budgets etc. For effective
implementation, the strategic plans should be broken into different
components that are called operational or tactical plans. It involves,
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a) Identification of jobs to be accomplished.
b) Determining the sequence of jobs and activities.
c) Drawing a schedule of operations, and
d) Laying down  procedures and  method of  work.
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6. Implementing the strategy: For implementation, corporate (or master)
strategy should be translated into medium-range functional and short-range
operational plans. An effective implementation strategy requires designing
of suitable structure of the organization, effective.! management system
and proper organizational culture to ensure employee motivation.
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2.8,5 How STRATEGIC AND OPERATIONAL PLANS DIFFER
AolaZll Jabadd) g Adad) i) Jaladld) Alids s

Strategic and operational plans differ in terms of the following:
ol Lo Al i) 5 dnd) i) Laladll Caliss

1. Time horizon: Strategic plans take into consideration several years or

even decades. For operational plans, a year is often the relevant tune

period.

Ll i dgée Aa ol il giw e oW 8 Radl yiuy) aladl) 34l cud gl 548 o)
) as) g A 336 ale (ileal)

2. Scope: Strategic plans affect a wide range of organizational activities,

whereas operational plans have a narrow and more limited scope. The

number of relationships involved is the key difference.

Lladl) Laiy ediadaiill Ada &) (e docay e ALK e &a) jiay) baball A Jlal) -Y

COEAY) s ¢ yidall ClEMall sae i ST 5 0 same Jlae Lgpad (Adiadil) ) dleall
ey

3. Degree of detail: Strategic goals arc stated in terms that look simplistic

and generic. Or on other hand, operational plans, as derivatives of strategic

plans arc stated in relatively finer detail.

L) Laiy Aol g ddaese g2 ) Al inY) Calaa¥) aasl ol auza s Jpadilll 4 j2 -F
Lo 30 G 3 L) i) Tl cliidia aand ol g cdaliail

2.8.6 STRATEGIES AT DIFFERENT LEVELS

AALA A el ghasall (B clia) )
1. Corporate strategy: At the corporate level, strategic decisions relate to
organization-wide policies as in the case of multi-divisional companies
having wide-ranging business operations Major policy decisions involving
acquisition, diversification and structural re-designing belong to the
category of corporate strategy.
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Aalaial) ilaslanns (3lat dai) anY) il E) s laill (s siveall 8 sy jlaill Al i) )
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2. Business level strategy: It is the strategy to achieve the specific
objectives of the strategic business unit (SBU) to help achieve the overall
corporate objectives. A SBU is an operating division of a firm, which
serves a distinct Product/market segment, or a well-defined set of
customers or a geographic area.

Jac Yl saa o Limall Calaay) ogas) S e N
a8 (SBU) <lld JUlay 4SS 4 jlasll calaa) 3aass 8 selud ( SBU ) Aan) yiwY!
Al yra dilaie ol s Baaas Dlee Ao gana sl (B sas / geiiall ani ) AS AL Qs

The SBU is given the authority to make its own strategic decisions within
corporate guidelines as long as it meets the corporate objectives. The scope
of business strategy is limited as compared to corporate strategy. For
example, in the case of multi product corporation, decision taken at the top
level management regarding diversification or acquisition of other
companies are corporate decisions, hut decisions taken at plants or
divisional levels regarding introduction of a product or development of a
new market are business decisions.

Lalls 2 jlaill el gaa 5l) IS dalal) duasi) iud) cl )8l Jeal ddalull _Lae3 (SBU)
e Ao Hlas el il 45 el aaa Jlee V) Ragi) o) Jlaw Ao ladll calaal) 3aay
sl & ol iy Bl QJ:_T;‘“; 3salall il aseiall pial) 4S 1 Al (8 Ul s
Gl giaall o) bl 883 gAlall & oSI &l ) j8 ¢ g jlad ) )8 s (g yaY) OIS A (L)
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In short, corporate strategy defines the business in which the company
will compete and deploy its sources, whereas a business strategy
determines how a company will compete in a given business and position
itself among competitors.

i A8 5 Led il ) Jlae V) G ynd (gaall 3 a4 jlaill Al jiu) &
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3-Functional level strategy: The ultimate success of the SBU level
strategy will depend, among other things, on the effectiveness with which
it 1s translated into functional areas like marketing, finance, production,
personnel research etc.

(e iy (SUB) Jlae Y1 (5 s Lniil jin) la 1 s o) L) J1uY) (5 sinsa -F
(L) Allall (B sutll Jia dplaadl Shaliall & an 5 Lgxe Gl dde ) e (s Al ;t.gi
&l oida sall 5 o shaill 5 Syl

For example, if the SBU level objectives are to be achieved by
introducing a new product, the R&D. production, finance and marketing
departments will have to he geared to develop functional level strategies.
Thus, it is obvious that functional level strategies are guided by the SBU
level strategy.

(Apda ide el Gt (SBU) Juee V) (s sinse dpail yin) Calaal 13) (JUid ¢ Ll
Cliadi) JiaW) s all i g (8 gl aLdl g ALl 5 (LYl 5y o dalll 5 CulagYle
Aleal)
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General Questions

I- Discuss why panning is an important function of management. How
does planning contribute towards effective operations management?

2- Explain some of the reasons for planning. Are there "good plans" and
"bad plans" Describe some of the characteristics of good plans?

3- What are the problems encountered in the process of planning?
What of these problems generally contribute heavily towards failure of
some plans?

4- Discuss the nature and importance of planning?
5- What are the characteristics of good procedures and objectives?

6- Explain in detail as to what you mean by policies, rules and
procedures?

7- What is premising?

8- Write a brief note on the objectives and importance of corporate
planning.

9- Discuss the process of corporate planning.

10- Differentiate strategic planning from other types of planning. How
does contingency planning affect each type of plans?
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